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This document summarises the key findings in relation to our 2017/18
external audit at the Police & Crime Commissioner for Derbyshire (‘the PCC’)
and the Chief Constable for Derbyshire (“the CC’).

This report covers both our on-site work which was completed in February
and June 2018 onthe PCC and CC's significant risk areas, as well as other
areas of your financial statements, and the control environment in place to
support the production of timely and accurate financial statements.

We consider that your organisational and IT control environments are effective
owerall.

Based on our work we have determined that the controls over all of the key financial
systems are sound.

We consider that the overall process for the preparation of your financial statements
is adequate.
We also consider the PCC and CC’s accounting practices appropriate.

Subject to all outstanding queries being resolved to our satisfaction and for
the necessary assurances being received from the auditors of the LGPS
pension scheme we anticipate issuing an unqualified audit opinion on the
PCC and CC's financial statements before the deadline of 31 July 2018.

Based upon our initial assessment of risks to the financial statements (as reported
to you in our External Audit Plan 2017/18and updated during our audit) we
identified the following significant risks (excluding those mandated by International
Standards on Auditing — see Pages 10 to 12):

— Pension Liabilities — The valuation of the Police & Crime Commissioner and
Chief Constable’s pension liabilities, as calculated by the Actuary, is dependent
upon both the accuracy and completeness of the data provided and the
assumptions adopted. We will review the processes in place to ensure
accuracy of data provided to the Actuary and consider the assumptions used in
determining the valuation.

— Valuation of PPE —The Code requires that all land and buildings be held at fair
value. We will consider the way in which the PCC and CC ensures that assets
not subject to in-year revaluation are not materially misstated.

— Faster Close— As set out above, the timetable for the production of the
financial statements has been significantly advanced with draft accounts having
to be prepared by 31 May 2018 (2017: 30 June) and the final accounts signed
by 31 July 2018 (2017: 30 September). We will work with the Police & Crime
Commissioner and Chief Constable in advance of our audit to understand the
steps being taken to meet these deadlines and the impact on our work.

We have identified no audit adjustments impacting the primary statements and no
presentational adjustments. We have raised no recommendations.

We are now in the completion stage of the audit and anticipate issuing our
completion certificate and Annual Audit Letter by end August 2018.
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SUMMAry 1or Joint AU RISK and
Assurance Gommittee (cont)

VEITER (T L A Ve have completed our risk-based work to consider whether in all significant

EUELW Bl respects the PCC and CC have proper arrangements to ensure they have taken
properly informed decisions and deployed resources to achieve planned and
sustainable outcomes for taxpayers and local people. We have concluded that the
PCC and CC have made proper arrangements to secure economy, efficiency and
effectiveness in its use of resources.

We therefore anticipate issuing an unqualified value for money opinion.

We set out our assessment of those areas requiring additional risk based work in
our External Audit Plan 2017/18and have updated this assessment during our
interim visit. As a result of this we have identified the following significant VFM
audit risk:

— Medium Term Financial Planning — The Police & Crime Commissioner and
Chief Constable continue to face financial pressures and uncertainties in
relation to its future funding levels with grant allocations for future years not yet
being published. The Police & Crime Commissioner and Chief Constable need
to have effective arrangements in place for managing their annual budgets,
generating income and identifying and implementing any savings required to
balance its medium term financial plan. We will consider the way in which the
Police & Crime Commissioner and Chief Constable identify, approve, and
monitor both savings plans and how budgets are monitored throughout the year
to ensure financial resilience.

See further details on Page 21.

S L RIEILM Ve have a duty to consider whether to issue a report in the public interest about
[T something we believe the PCC or CC should consider, or if the public should know
about.

We have not identified any matters that would require us to issue a public interest
report.

In addition, we have not had to exercise any other audit powers under the Local
Audit & Accountability Act 2014.

A GEI L Gl VWe would like to take this opportunity to thank officers for their continuing help.
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Section one: Control environment

Jrganisational and 1 controlenvironment

We have identified no significant issues with the PCC and CC's organisational and IT control

environments and consider that the overall arrangements that have been put in place are reasonable.

Work completed

Controls operated at an organisational level often have an impact on controls at an operational level and if
there were weaknesses this would have implications for our audit. We obtain an understanding of the PCC
and CC's overall control environment and determine if appropriate controls have been implemented. We do
not complete detailed testing of these controls.

The PCC and CC rely on information technology (“IT") to support both financial reporting andinternal control
processes. In order to satisfy ourselves that we can rely on the use of IT, we seek to gain an overall
understanding over the PCCand CC's IT control environment with the aim of identifying those IT related
controls where we may wish to seek assurance over their design and implementation as part of our controls
related work.

Key findings

We consider that your organisational and IT control environments are effective overall.

Aspectof controls Assessment Key

Deficiencies in respect

Culture of honesty and ethical behaviour of individual controls

Generally sound control
environment.

Oversight by those charged with governance

Organisational controls: Significant gaps in the
control environment.
Management's philosophy and operating style

Risk assessment process

Communications

Monitoring of controls

IT controls:

Access to systems and data

System changes and maintenance

Development of new systems and applications

Computer operations and end-user computing
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Section one: Control environment

LONrOIS over key financial Systems

The controls over all of the key financial systems are sound.

Work completed

We review the outcome of internal audit’s work on the financial systems to influence our assessment of the
overall control environment, which is a key factor when determining the external audit strategy.

Where we have determined that this is the most efficient audit approach to take, we evaluate the design and
implementation of the control and then test selected controls that address key risks within these systems.
The strength of the control framework informs the substantive testing we complete during our final accounts
visit.

Our assessment of a system will not always be in line with your internal auditors’ opinion on that system.
This is because we are solely interested in whether our audit risks are mitigated through effective controls,

i.e. whether the system is likely to produce materially reliable figures for inclusion in the financial
statements.

Key findings

Based on our work, we have determined that the controls over all of the key financial systems are sound.

Aspectof controls Assessment Key

Significant gaps in the
control environment

Deficiencies in respect
of individual controls

Generally sound control
environment

Property, Plant and Equipment

Cash and Cash Equivalents

Pensions

Payroll

Regional Collaboration
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Section two: Financial Statements

ACCOUNES productionand audit process

Audit standards (ISA 260) require us to communicate our views on the significant qualitative aspects
of the PCC and CC'’s accounting practices and financial reporting.

We also assessed the PCC and CC’s process for preparing the accounts and its support for an efficient
audit. The efficient production of the financial statements and good-quality working papers are
critical to meeting the tighter deadlines.

The PCC and CC’s overall process for the preparation of the financial statements is well managed,
and there was no slippage noted in the quality of the working papers used to support the financial
statements given the earlier deadlines.

The Authority has implemented all of the recommendations in ourISA 260 Report 2016/17.

Accounts practices and production process

The PCC and CC have over the past two years implemented a series of incremental changes to their
closedown planning processes with the aim of ensuring that the earlier accounts production date could be
achieved for the current year. These have been further enhanced in the current year, and, as part of this, we
have actively engaged with officers in the period leading up to the year end in order to proactively address
issues as they emerge.

These improvements proved to be effective and we consider that the overall process for the preparation of
your financial statements is appropriate.

We also consider the PCC and CC's accounting practices appropriate.
Going concern

The financial statements of both the PCC and CC have been prepared on a going concern basis. \WWe confirm
that we have identified no significant matters which would, in our view, affect the ability of the PCC or CC to
continue as a going concern.

Implementation of recommendations

We raised one low priority recommendation in our ISA 260 Report 2016/17. The PCC and CC has
implemented the recommendation relating to the narrative statement in line with the management
responses given to the recommmendation last year. Further details are included in Appendix 2.

Issue Progress

Narrative Report compliance
Our review of the PCC and CC's Chief Finance

The format of the PCC and CC Chief Finance
Officer's Narrative Reports have been updatedto

Officer’s Narrative Reports identified a number of reflect the updated CIPFA guidance for the current
areas were improvements could be made in order to year and now incorporate the Code of Practice
ensure full compliance with CIPFA's Code of requirements.

Practice.
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Section two: Financial Statements

ACCOUNES productionand audit process
cont)

Completeness of draft accounts

We received a complete set of draft 2017/18 accounts for both the PCC and the CC on the 30 May 2018
which was in advance of the statutory deadline.

Quality of supporting working papers

We issued our Accounts Audit Protocol Plan 2017/18 (” Prepared by Client” request) on the 18 January 2018.
This important document sets out our audit approach and timetable. It also summarises the working papers
and other evidence we require the PCC and CC to provide to support our audit work. This helps the PCC and
CC to provide audit evidence in line with our expectations. We worked with management to ensure that
working paper requirements are understood and aligned to our expectations.

We are pleased to report that working papers were once again of a high standard with clear audit trails.
Working papers were cross referenced to our prepared by client list with responsible officers listed for
further clarity.

Response to audit queries

We are pleased to report that our agreed turnaround time for dealing with audit queries was achieved by
officers. As a result of this, the majority of our audit work was completed within the timescales expected
with only the audit of the WGA and some file review outstanding. This achievement puts the PCCand CC in
a relatively good position to take on the 2018/19 closedown with no significant concerns.
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Section two: Financial Statements

SPeCCaudit areas

We anticipate issuing an unqualified audit opinion on the PCC and CC’s 2017/18 financial statements
by 31 July 2018. We also anticipate reporting that your Annual Governance Statement complies with
the guidance issued by CIPFA/SOLACE (‘Delivering Good Governance in Local Government’)
publishedin April 2016.

Auditing standards require us to consider two standard risks for all organisations. We consider these as a

matter of course in our audit and will have set out the findings arising from our work in our ISA 260 Report
below.

Management override of controls

Professional standards require us to communicate the fraud risk from management override of
controls as significant because management is typically in a unique position to perpetrate fraud
because of its ability to manipulate accounting records and prepare fraudulent financial
statements by overriding controls that otherwise appear to be operating effectively.

Our audit methodology incorporates the risk of management override as a default significant
risk. We have not identified any specific additional risks of management override relating to this
audit.

In line with our methodology, we carried out appropriate controls testing and substantive
procedures, including over journal entries, accounting estimates and significant transactions that
are outside the normal course of business, or are otherwise unusual.

There are no matters arising from this work that we need to bring to your attention.

Fraudulent revenue recognition

Professional standards require us to make a rebuttable presumption that the fraud risk from revenue
recognition is a significant risk.

In our External Audit Plan 2017/18we reported that we do not consider this to be a significant risk
for the Police & Crime Commissioner and Chief Constable as there is unlikely to be anincentive to
fraudulently recognise revenue.

This is still the case. Since we have rebutted this presumed risk, there has been noimpact on our
audit work.

Over the following pages we have set out our assessment of the specific significant risk and area of audit
focus we identified in relation to the audit of the PCC and CC'’s financial statements.
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Section two: Financial Statements

SPeCICaudit areas

Significant Audit Risks

Risk:

Our
assessment
and work

undertaken

Pension Liabilities

The net pension liability represents a material element of the Police & Crime Commissioner
and Chief Constable’s balance sheets.

The valuation of the pension liabilities rely on a number of assumptions, most notably around
the actuarial assumptions, and actuarial methodology which results in the overall valuations.

There are financial assumptions and demographic assumptions used in the calculations of the
valuations, such as the discount rate, inflation rates, mortality rates etc. The assumptions
should also reflect the profile of the Police & Crime Commissioner and Chief Constable’s
employees, and should be based on appropriate data. The basis of the assumptions is derived
on a consistent basis year to year, or updated to reflect any changes.

There is a risk that the assumptions and methodologies used in the valuations of the Police &
Crime Commissioner and Chief Constable’s pension obligations are not reasonable. This could
have a material impact to net pension liabilities accounted for in the financial statements.

As part of our work we reviewed the controls that the PCC and CC has in place over the
information sent directly to the Scheme Actuary. We also liaised with the auditors of the
Pension Fund in order to gain an understanding of the effectiveness of those controls
operated by the Pension Fund. This included consideration of the process and controls with
respect to the assumptions used in the valuation. We also evaluated the competency,
objectivity and independence of Hymans Robertson, the Scheme Actuary.

We reviewed the appropriateness of the key assumptions included within the valuation,
compared them to expected ranges and involved a KPMG Actuary to provide a specialist
assessment of those assumptions. We also reviewed the methodology applied in the
valuation by Hymans Robertson.

In addition, we reviewed the overall actuarial valuation and considered the disclosure
implications in the financial statements.

In order to determine whether the net pension liability has been appropriately accounted for
we also considered the valuation of pension assets. \We obtained assurance from the Pension
Fund auditors (KPMG LLP) over the overall value of fund assets. We then liaised with the
actuary to understand how these assets are allocated across participating bodies and re-
performed this allocation.

As a result of this work we determined that the PCC and CC's processes for obtaining an
actuarial valuation were adequate and that the disclosures in the financial statements were
reasonable.

We have set out our view of the assumptions used in valuing pension assets and liabilities at
Page 14.

10
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Section two: Financial Statements

SPeCICaudit areas

Significant Audit Risks

Risk: Valuation of PPE

The Code requires that where assets are subject to revaluation, their year end carrying value
should reflect the appropriate fair value at that date. The Police & Crime Commissioner and
Chief Constable have adopted a rolling revaluation model which sees all land and buildings
revalued over a 5 year cycle. As a result of this, however, individual assets may not be
revalued for four years.

This creates a risk that the carrying value of those assets not revaluedin year differs
materially from the year end fair value. In addition, as the valuation is undertaken as at the end
of December there is a risk that the fair value is different at the year end.

Our We reviewed the approach that the PCC/CC adopted to assess the risk that assets not
assessmentl Subject to valuation are materially misstated and considered the robustness of that
and work approach. As part of this we reviewed the instructions and correspondence to and from

undertaken]| thevaluer.
We also assessed the risk of the valuation changing materially during the year.

In addition, we considered movements in market indices between revaluation dates and
the year end in order to determine whether these indicate that fair values have moved
materially over that time.

In relation to those assets which have been revalued during the year we reviewed the
accounting entries made to record the results of the revaluation in order to ensure that
they were appropriate.

We also assessed the valuer's qualifications, objectivity and independence to carry out
such valuations and reviewed the methodology used (including testing the underlying data
and assumptions).

We identified no concerns regarding our work in this area. We have set out our view of the
assumptions used in relationto accounting for Property, Plant & Equipment at page 13.

e 1
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Section two: Financial Statements

Speciicauditareas (cont)

Other areas of audit focus

Those risks with less likelihood of giving rise to a material error but which are nevertheless worthy of audit
understanding.

Issue:

Our
assessment]
and work

undertaken

Faster Close

In prior years, the Police & Crime Commissioner and Chief Constable have been required to
prepare draft financial statements by 30 June and then final signed accounts by 30
September. For years ending on and after 31 March 2018 however, revised deadlines apply
which require draft accounts by 31 May and final signed accounts by 31 July.

These changes represent a significant change to the timetables that the Police & Crime
Commissioner and Chief Constable have previously worked to. The time available to produce
draft accounts has been reduced by one month and the overall time available for completion
of both accounts production and audit is two months shorter than in prior years.

In order to meet the revised deadlines, the Police & Crime Commissioner and Chief Constable
may need to make greater use of accounting estimates. In doing so, consideration will need
to be given to ensuring that these estimates remain valid at the point of finalising the financial
statements. In addition, there are a number of logistical challenges that will need to be
managed. These include:

— Ensuring that any third parties involved in the production of the accounts (including
valuers, actuaries and the LLP) are aware of the revised deadlines and have made
arrangements to provide the output of their work in accordance with this;

— Revising the closedown and accounts production timetables in order to ensure that all
working papers and other supporting documentation are available at the start of the audit
process;

— Ensuring that the JARAC meeting schedules have been updated to permit signing in July;
and

— Applying a shorter paper deadline to the July meeting of the JARAC in order to
accommodate the production of the final versions of the accounts and our ISA 260 report.

In the event that the above areas are not effectively managed there is a significant risk that
the audits will not be completed by the 31 July deadline.

During the year we have liaised with officers and undertaken a review of your closedown
timetable in order to understand the steps that the Police & Crime Commissioner and Chief
Constable was takingin order to ensure they meet the revised deadlines. We also advanced
all possible audit work into the interim visit in order to streamline the year end audit work.

We have rigorously reviewed all those accounting estimates that are material to the financial
statements and we have set out our views on theseat Page 13.

12
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Section two: Financial Statements

Judgements

We have considered the level of prudence within key judgements in your2017/18 financial

statements and accounting estimates. We have set out our view below across the following range of
judgements.

Level of prudence

Audit I Cautious Balanced Optimistic | Audit
Difference : \ Y J : Difference
I Acceptable Range :
Subjective area 2017/18 2016/17 Commentary

Property, plant &
equipment

The PCC/CC continues its use of a cyclical valuation
methodology based around the full revaluation of all assets
every b years with desktop reviews at least once within a
five year timeframe. The Authority has utilised an external
valuation expert to provide valuation estimates. \We have
reviewed the instructions provided and deem that the
valuation exercise is in line with the instructions provided.

Since 1st April 2017, property markets have remained
relatively stable, with conditions across all commercial
property markets remaining challenging. In view of this a
cautious/balanced approach has been reflected in the
valuer's year end valuations with little movement being
recognised.

A sufficient level of repairs and maintenance expenditure is
being incurred by the PCC and and this expenditure as well
as assetimpairments is considered by the valuer during
the year. We therefore consider the asset lives to be
proportionate.

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with 13
KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights resened.
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Section two: Financial Statements

Judgements

We have considered the level of prudence within key judgements in your2017/18 financial

statements and accounting estimates. We have set out our view below across the following range of
judgements.

Subjective area 2017/18 2016/17 Commentary

Valuation of Pension
assets and liabilities

The PCC and CC continue to use Hymans Robertson to
provide actuarial valuations in relation to the assets and
liabilities recognised as a result of participation in the Local
Government and Police Pension Schemes. Due to the
overall value of the pensionassets and liabilities, small
movements in the assumptions can have a significant
impact on the overall valuation. For example, a 0.5%
decrease in the discount rate would change the net
liabilities of these schemes by £242 million. The actual
assumptions adopted by the Actuary fell within our
expected ranges.as set out below. We have no issues to
report as a result of our work at this stage and we will
provide an update on the position at the JARAC meeting on
26 July 2018.

LGPS Assumption Actuary KPMG  Assessment
Value
Discount rate 2.70% 251% |
CPl inflation 2.40% 1.91-2.41%
Pension increase 2.40% 2.15%
Salary Growth 2.90% 2.40-4.40% _:

Life expectancy

Current male/female 21 9/244 21.9/23.3
Future male/female 23.9/26.5 23.8/25 .4

Police Pension Scheme Actuary KPMG  Assessment
Assumption Value

Discount rate 2.55% 2.51%

CPl inflation 2.30% 2.35%

Pension Increase 2.30% 2.35%

Salary Growth 4.30% 2.30-4.30%

Life expectancy
Current male/female 226/242 219/238
Future male/female 245/26.1 23.3/25.4

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with 14

m KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Section two: Financial Statements

Pr0posedopinion andaudit diferences

Subject to all outstanding queries being resolved to our satisfaction and for the necessary assurances

being received from the auditors of the LGPS pension scheme we anticipate issuing an unqualified
audit opinion on the PCC and CC's 2017/18 financial statements by 31 July 2018.

Audit differences

In accordance with ISA 260 we are required to report uncorrected audit differences to you. We also report
any material misstatements which have been corrected and which we believe should be communicated to
you to help you meet your governance responsibilities.

The final materiality (see Appendix 4) for this year's audit was set at £3.8 million. Audit differences below
£0.190 million are not considered significant.

We did not identify any material misstatements or presentational adjustments during our audit.

There is the possibility that the investments in the associates and joint ventures (LLP) may be overvalued by
£1.2m. The LLP is led by the Derbyshire Fire and Rescue Service and they have changed the basis of
valuation in both 2016/17 and 2017/18 from a historic asset basis to a net value basis. If Derbyshire Police
were to do the same the overall balance would change from £16.620m to £15.436m. At the moment the
methodology behind this is being reviewed and the accounts have not yet been provided by the LLP. It has
therefore been decided by the S151 Officers of the PCC and CC not to amend the accounts this year as the
value is below materiality and there is the possibility that further changes may occur.

1See referenced adjustments in Appendix 3.

e s
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Section two: Financial Statements

Proposedopinionand audit diferences
cont)

Annual Governance Statement
We have reviewed the PCC and CC’'s 2017/18 Annual Governance Statements and confirmed that:

— They are not misleading and are consistent with other information we are aware of from our audit of the
financial statements.

Narrative Report

We have reviewed the PCC and CC’s 2017/18 Narrative Reports and have confirmed that they are consistent
with the financial statements and our understanding of both the PCC and CC.

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with 16
KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Section two: Financial Statements

LOmpletion

We confirm that we have complied with requirements on objectivity and independence in relation to
this year’s audit of the PCC and CC’s 2017/18 financial statements.

Before we can issue our opinions we require signed management representation letters.

Once we have finalised our opinions and conclusions we will prepare our Annual Audit Letter and
close our audit.

Declaration of independence and objectivity

As part of the finalisation process we are required to provide you with representations concerning our
independence.

In relation to the audit of the financial statements of the Police & Crime Commissioner for Derbyshire and
the Chief Constable for Derbyshire for the year ending 31 March 2018, we confirm that there were no
relationships between KPMG LLP andthe Police & Crime Commissioner for Derbyshire and the Chief
Constable for Derbyshire, their directors and senior management and their affiliates that we consider may
reasonably be thought to bear on the objectivity and independence of the audit engagement lead and audit
staff. We also confirm that we have complied with Ethical Standards and the Public Sector Audit
Appointments Ltd requirements in relation to independence and objectivity.

We have provided a detailed declaration in Appendix 6 in accordance with ISA 260.
Management representations

You are required to provide us with representations on specific matters such as your financial standing and
whether the transactions within the accounts are legal and unaffected by fraud. We have provideda
template to both the PCC and CC’s Section 151 officers for presentation to the PCC and CC. We require a
signed copy of your management representations before we issue our audit opinion.

As part of this process we are seeking specific management representations in respect of the assurances
you have gained over the completeness and accuracy of the figures consolidated for the regional
collaboration.

Other matters

ISA 260 requires us to communicate to you by exception ‘audit matters of governance interest that arise
from the audit of the financial statements’ which include:

— Significant difficulties encountered during the audit;

— Significant matters arising from the audit that were discussed, or subject to correspondence with
management;

— Other matters, if arising from the audit that, in the auditor's professional judgement, are significant to the
oversight of the financial reporting process; and

— Matters specifically required by other auditing standards to be communicated to those charged with
governance (e.g. significant deficiencies in internal control; issues relating to fraud, compliance with laws
and regulations, subsequent events, non disclosure, related party, public interest reporting,
questions/objections, opening balances etc.).

There are no others matters which we wish to draw to your attention in addition to those highlighted in this
report or our previous reports relating to the audit of the PCC and CC's 2017/18 financial statements.

m 17
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Section three: Value for Money arrangements

SPECIICvale for moneyTisk areas

Our 2017/18 VFM conclusion considers whether the PCC and CC had proper arrangements to ensure
they took properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people.

We have concluded that the PCC and CC have made proper arrangements to ensure they took
properly-informed decisions and deployed resources to achieve planned and sustainable outcomes
for taxpayers and local people.

The Local Audit and Accountability Act 2014 requires auditors of local government bodies to be satisfied that
the PCC and CC "have made proper arrangements for securing economy, efficiency and effectiveness in their
use of resources’.

This is supported by the Code of Audit Practice, published by the NAO in April 2015, which requires auditors
to "take into account their knowledge of the relevant local sector as a whole, and the audited body
specifically, to identify any risks that, in the auditor’s judgement, have the potential to cause the auditor to
reach an inappropriate conclusion on the audited body’s arrangements.’

We follow a risk based approach to target audit effort on the areas of greatest audit risk.

Identification of Continually re-assess VFM
1 significant VFM risks ), potential VFM risks ), conclusion

(if any)
VEM audit risk Reassess risks throughout

assessment the audit.

Assessment of work by
other review agencies Concludeon
arrangements
V to secure VFM

Specific local risk-based

. . work
Financial

statements and

other audit work If no significant VFM audit risks identified:

No further work required subjectto reassessment

Overall VFM criteria: VEM

In all significant respects, . . conclusion

the audited body had Workingwith | | Brotmied based on

properarrangementsto third parties

ensure it took properly

informed decisions and

deployed resourcesto

achieve planned and

sustainable outcomesfor

taxpayers and local Sustainable

people Resource
Deployment

making

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with 19
KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights resened.
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Section three: Value for Money arrangements

SPECITIC valle for moneyTisk areas (cont.

The table below summarises our assessment of the individual VFM risk identified against the three sub-
criteria. This directly feeds into the overall VFM criteria and our value for money opinion.

Applicability of VFM Risks to VFM sub-criteria

VFM Risk Informed decision Sustainable Working with
making resource partner and third
deployment parties

Medium term financial planning _

In consideration of the above, we have concluded thatin 2017/18, the PCC and CC have made proper
arrangements to ensure they took properly-informed decisions and deployed resources to achieve planned
and sustainable outcomes for taxpayers and local people.

Further details on the work done and our assessment are provided on the following pages.

© 2018 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with 20
KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights resened.
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Section three: Value for Money arrangements

SPECIIC value for moneyTisk areas (cont)

As communicated to you in our External Audit Plan 2017/18 we have identified a single risk requiring
specific audit attention and procedures to address the likelihood that proper arrangements are not in
place to deliver value for money.

In all cases we are satisfied that external or internal scrutiny provides sufficient assurance that the
PCC and CC’s current arrangements in relation to these risk areas are adequate.

We have provided below a summary of the risk areas identified, our work undertaken and the conclusions
reached.

Risk: Medium Term Financial Planning

The Police & Crime Commissioner and Chief Constable identified the need to make savings
of £4.984 million in 2017/18 of which £1.025m related to PBB savings. The revised revenue
budget presented to SGB in November 2017 forecasts a budget overspend of less than 1% of
the budget for the financial year. The original budget anticipated using £1.024m from the
operational fund and investment reserve but this has since increased to £1.765m but this will
be dependent on remaining expenditure.

In December 2017 the Government announced the funding settlement for Police for 2018/19.
The flat cash grant settlement and ability to increase precepts by up to £12 has put
Derbyshire in an improved financial position moving forward and ensures its budget is broadly
balanced up to 2021/22. 1n 2018/19 Derbyshire Police will have an additional £4.4m available
compared to 2017/18, although a deficit of £1.5m will still have to be met from reserves even
if the preceptincrease is agreed by the Commissioner. Moving forward the force will continue
to have to identify further efficiencies and ensure resources are reshaped so that they
address new and emerging policing risks.

Our Like most policing bodies, Derbyshire faces a challenging future driven by funding reductions
assessment| andan increasein demand for services, although this has been partly offset by the

and work Government’s relaxation in local Council Tax precepting limits.

undertaken: The group reported an overall Group surplus of £1.121m for 2017/18. This enabled £0.762m to

be carried forward to the force reserve, £0.225m to the PCC reserve and £0.134m to be
transferred to the Operational Funding and Investment Reserve. The group relied on £1.630m
of reserves to fund expenditure in 2017/18 which was slightly lower than expected.

The current level of reserves although below pre-austerity levels are healthy compared to other
forces at £23.727m. Of this £6.9m is held in the operational funding reserve to enable
investments to be made to deliver long term savings, £4m in general reserves and £1.3min an
operational priorities reserve to fund any immediate budget and policing pressures. As a result
of this and improved funding levels the force hope to invest in the next few years and aim to
increase the police officer establishment by 25 in 2018/19.

The Group has developed a balanced budget for 2018/19 although it acknowledges that it
requires the need to draw down on reserves to the value of £1.5m.

We have assessed the arrangements put in place by the PCC and CC to maintain its record of
meeting efficiency savings to the funding gap, by relying on our accounts audit work where
relevant, underpinned by a review of the PCC and CC’s budget setting process, financial
management processes, and discussions with the senior management team. Whilst we have
no concerns in respect of the VFM conclusion for 2017/18 this position will need careful
consideration in 2018/19 onwards given the future funding shortfalls beyond this period and the
levels of savings required.
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Appendix 1:

KEY ISSues and recommendations

Our audit work on the PCC and CC's 2017/18 financial statements has not identified any
recommendations.

Priority Rating for Recommendations

Priority One: Issues that Issues that Priority Three: Issues

are fundamental and have an important effect that would, if corrected,

material to your system on internal controls but improve the internal

of internal control. We do not need immediate control in general but are

believe that these issues action. You may still meet not vital to the overall

might mean that you do a system objective in full system. These are

not meet a system or in part or reduce generally issues of best

objective or reduce (mitigate) a risk practice that we feel

(mitigate) a risk. adequately but the would benefit you if you
weakness remains in the introduced them.
system.

Recommendations Recommendations Recommendations

Raised: 0 Raised: 0 Raised: 0

e 2
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Appendix 2:

OW-UD T prioryear recommendations

0

The Authority has implemented all of the recommendations raised through our previous audit work.

This appendix summarises the progress made to implement the recommendations identifiedin our /ISA 260
Report 2016/17 and re-iterates any recommendations still outstanding.

Number of recommendations that were

Included in the original report 1
Implemented in year or superseded 1
Outstanding at the time of our interim audit 0
No. Risk Issue & Recommendation Management Response Status as at July 2018

Narrative Report compliance \We will engage with KPMG IMPLEMENTED

Our review of the PCC and CC's  © fjisbcfus_sda_nd agreeha_lny The format of the PCC
Chief Finance Officer's Narrative gu!ta em |(_:atorsfw st and CC Chief Finance
Reports has identified a number eing conscious o

of areas were improvements De_rbysh|re S c_ulture of not
could be made in order to ensure being target driven.

Officer's Narrative
Reports have been
updated to reflect the

full compliance with CIPFA's Responsible Officer updated CIPFA guidance
Code of Practice. PCC CFO/CC CFO for the current year and
1 Recommendation now incorporate the Code

Implementation Deadline  of Practice requirements.

2016/17 and 2017/18
Statement of Accounts

The PCC and CC should ensure
that its Narrative Reports fully
comply with CIPFA’s Code of
Practice and that clarity is
provided over any figures
reported within the Narrative
Report and the financial
statements.

KPMG 2
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Appendix 3:

Auditdinerences

We are required by ISA 260 to report all uncorrected misstatements, other than those that we believe
are clearly trivial, to those charged with governance (which in your case is the PCC and CC).

We are also required to report all material misstatements that have been corrected but that we
believe should be communicated to you to assist you in fulfilling your governance responsibilities.

No amendments of a material or minor nature were identified during our audit.
No presentational amendments were identified during our audit.

The Finance team is committed to continuous improvement in the quality of the financial statements
submitted for audit in future years.

Adjusted audit differences impacting the primary statements

We confirm that there are no adjusted audit differences identified during the audit.
Adjusted numerical audit differences impacting disclosure notes

We confirm there were no adjusted numerical differences impacting disclosure notes.
Presentational adjustments — Group

We confirm there are no presentational adjustments required in the Group accounts.
Unadjusted audit differences

We confirm that there are no uncorrected misstatements, other than those that we believe are clearly trivial.

e 2
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Appendix 4:

Materialty and reporting of audit differences

The assessment of what is material is a matter of professional judgement and includes consideration

of three aspects: materiality by value, nature and context.

Material errors by value are those which are simply of significant numerical size to distort the reader’s
perception of the financial statements. Our assessment of the threshold for this depends upon the size of
key figures in the financial statements, as well as other factors such as the level of publicinterest in the
financial statements.

Errors which are material by nature may not be large in value, but may concern accounting disclosures of key
importance and sensitivity, for example the salaries of senior staff.

Errors that are material by context are those that would alter key figures in the financial statements from one
result to another — for example, errors that change successful performance against a target to failure.

We used the same planning materiality reported in our External Audit Plan 2017/18, presented to you in April
2018.

Materiality for the PCC and CC's accounts was set at £3.8 million which equates to around 2.0 percent of
gross expenditure. We design our procedures to detect errors in specific accounts at a lower level of
precision.

Reporting to the Joint Audit Risk and Assurance Committee

Whilst our audit procedures are designed to identify misstatements which are material to our opinion on the
financial statements as a whole, we nevertheless report to the Joint Audit Risk and Assurance Committee
any misstatements of lesser amounts to the extent that these are identified by our audit work.

Under ISA 260, we are obliged to report omissions or misstatements other than those which are 'clearly
trivial’ to those charged with governance. ISA 260 defines ‘clearly trivial’ as matters that are clearly
inconsequential, whether taken individually or in aggregate and whether judged by any quantitative or
qualitative criteria.

ISA 450 requires us to request that uncorrected misstatements are corrected.

In the context of the PCC and CC, an individual difference is considered to be clearly trivial if it is less than
£0.190 million.

Where management have corrected material misstatements identified during the course of the audit, we will
consider whether those corrections should be communicated to the Joint Audit Risk and Assurance
Committee to assist it in fulfilling its governance responsibilities.

e 2
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Appendix 5:

RECUIEC communications With the Joint AUt
RISK and Assurance Lommitiee

We have provided below at-a-glance summary of the information we are required to report to youin

writing by International Accounting Standards.

Required Communication Commentary
Our draftmanagement We haverequested a single specific representation in relation to Regional
representation letter Collaboration assurances in addition to those areas normally covered by our

standard representation letter for the year ended 31 March 2018.

Adjusted audit differences We have not identified any audit adjustments impacting the primary statements or
the disclosure notes.

Unadjusted audit differences We have identified no unadjusted differences as a result of our audit of the PCC
and CC's financial statements

Related parties There were no significant matters that arose during the audit in connection with
the entity's related parties.

Other matters warranting There were no matters toreport arising from the audit that, in our professional
attention by the Joint Audit Risk judgement, are significant to the oversight of the financial reporting process.
and Assurance Committee

Control deficiencies We have set out our assessment of the PCC and CC's internal control
environment, including confirmation that there were no significant deficiencies
identified, in Section one of this report (see Page 4).

Actual or suspected fraud, We identified no actualor suspected fraud involving the PCC or CC's officers with
noncompliance with laws or significant roles in internal control, or where the fraud resulted in a material
regulations or illegal acts misstatementin the financial statements.

Significant difficulties No significant difficulties were encountered during the audit.

Modifications to auditor’s report There are no modifications to our audit report.

Disagreements with The engagement team had no disagreements with management and no scope
management or scope limitations  limitations were imposed by management during the audit.
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Appendix 5:

RECUIEd communications With the Joint At
RISK and Assurance Lommittee (cont

Required Communication Commentary

Other information No material inconsistencies were identified related to other information in the
Narrative Report or Annual Governance Statement.

These reports were found to be fair, balanced and comprehensive, and compliant
with applicable requirements.

Our declaration of independence No matters toreport.

and any breaches of The engagement team have complied with relevant ethical requirements

independence regarding independence.
See Appendix 6 for further details.
Accounting practices Over the course of our audit, we have evaluated the appropriateness of the PCC

and CC's accounting policies, accounting estimates and financial statement
disclosures. In general, we believe these are appropriate.

We have set out our view of the assumptions used in valuing pension assets and
liabilities at Page 14.

Significant matters discussedor  There were no significant matters arising from the audit which were discussed, or
subject to correspondence with subject to correspondence, with management.
management
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Appendix 6:

Jeciarationof independence

ASSESSMENT OF OUR OBJECTIVITY AND INDEPENDENCE AS AUDITOR OF THE POLICE & CRIME
COMMISSIONER FOR DERBYSHIRE AND THE CHIEF CONSTABLE FOR DERBYSHIRE

Professional ethical standards require us to provide to you at the conclusion of the audit a written disclosure
of relationships (including the provision of non-audit services) that bear on KPMG LLP’s objectivity and
independence, the threats to KPMG LLP’s independence that these create, any safeguards that have been
put in place and why they address such threats, together with any other information necessary to enable
KPMG LLP’s objectivity and independence to be assessed.

In considering issues of independence and objectivity we consider relevant professional, regulatory and legal
requirements and guidance, including the provisions of the Code of Audit Practice, the provisions of Public
Sector Audit Appointments Limited's ('PSAA’s’) Terms of Appointment relating to independence, the
requirements of the FRC Ethical Standard and the requirements of Auditor Guidance Note 1 - General
Guidance Supporting Local Audit (AGNO1) issued by the National Audit Office (‘'NAQ’) on behalf of the
Comptroller and Auditor General.

This Statement is intended to comply with this requirement and facilitate a subsequent discussion with you
on audit independence and addresses:

— General procedures to safeguard independence and objectivity;

— Independence and objectivity considerations relating to the provision of non-audit services; and
— Independence and objectivity considerations relating to other matters.

General procedures to safeguard independence and objectivity

KPMG LLP is committed to being and being seen to be independent. As part of our ethics and independence
policies, all KPMG LLP partners, Audit Directors and staff annually confirm their compliance with our ethics
and independence policies and procedures. Our ethics and independence policies and procedures are fully
consistent with the requirements of the FRC Ethical Standard. As a result we have underlying safeguards in
place to maintain independence through:

— Instilling professional values
— Communications

— Internal accountability

— Risk management

— Independent reviews.

We are satisfied that our general procedures support our independence and objectivity.
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Appendix 6:

Jeclarationorindependence (cont)

Independence and objectivity considerations relating to the provision of non-audit services

Summary of fees

We have considered the fees charged by us to the PCC and CC and its controlled entities for professional
services provided by us during the reporting period. We have detailed the fees charged by us to the PCC and
CC and its controlled entities for significant professional services provided by us during the reporting period
in Appendix 7, as well as the amounts of any future services which have been contracted or where a written
proposal has been submitted. Total fees charged by us for the period ended 31 March 2018 can be analysed
as follows:

2017/18 2016/17
£ £

Audit of the Police & Crime Commissioner 31,035 31,035
Audit of the Chief Constable 15,000 15,000
Total auditservices 46,035 46,035
Allowable non-audit services 0 0
Audit related assurance services 0 0
Mandatory assurance services 0 0
Total Non Audit Services 0 0

We are required by AGN 01 to limit the proportion of fees charged for non-audit services (excluding
mandatory assurance services) to 70% of the total fee for all audit work carried out in respect of the PCC and
CC under the Code of Audit Practice for the year. The ratio of non-audit fees to audit fees for the year was
0:1. We do not consider that the total of non-audit fees creates a self-interest threat since the absolute level
of fees is not significant to our firm as a whole.

Independence and objectivity considerations relating to other matters

There are no other matters that, in our professional judgement, bear on our independence which need to be
disclosed to the Joint Audit Risk and Assurance Committee.

Confirmation of audit independence

We confirm that as of the date of this report, in our professional judgement, KPMG LLP is independent
within the meaning of regulatory and professional requirements and the objectivity of the Audit Director and
audit staff is not impaired.

This report is intended solely for the information of the Joint Audit Risk and Assurance Committee of the
PCC and CC and should not be used for any other purposes.

We would be very happy to discuss the matters identified above (or any other matters relating to our
objectivity and independence) should you wish to do so.

KAMGE oS’

KPMG LLP

e 0
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Appendix 7:

AUCITTBES

As communicated to you in our External Audit Plan 2017/18 our scale fee for the audits are detailed below:

Component of the audit 2017/18 Planned Fee  2016/17 Actual Fee
£ £

Accounts opinion and value for money work

PSAA Scale fee (Police & Crime Commissioner) 31,035 31,035
PSAA Scale fee (Chief Constable) 15,000 15,000
Total auditservices 46,035 46,035
Total non-auditservices 0 0

Grand total fees for the PCC and CC 46,035 46,035

All fees quoted are exclusive of VAT.
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KPMG

The key contacts in relation to our audit are:

Andrew Cardoza Anita Pipes

Director Manager
T:+44(0)121232 3868 T:+44(0) 115945 4481

E: andrew.cardoza@kpmg.co.uk E: anita.pipes@kpmg.co.uk

kpmg.com/uk
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	We have included a larger contribution to our capital programme from 2018/19 onwards (£3m, an increase of £1.4m) in the revenue budget. This is because our reserves are diminishing and we face the need to finance our future capital expenditure using d...
	Derbyshire Police has invested many of its reserves in technology and new Joint premises to help generate efficiency by developing its relationship with the Fire Service.
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	POLICE AND CRIME COMMISSIONER AND GROUP
	STATEMENT OF ACCOUNTING POLICIES
	General Principles
	Accruals of Income and Expenditure
	Fair Value Measurement
	Accounting for Local Taxes
	Cash and Cash Equivalents
	Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value. Cash equivalents are ...
	Exceptional Items
	When items of income and expense are material, their nature and amount is disclosed separately, either on the face of the Comprehensive Income and Expenditure Statement or in the notes to the accounts, depending on how significant the items are to an ...
	Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors
	Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error. Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years affected by the change and do not g...
	Employee Benefits

	The Accounts are prepared in accordance with IAS19 Employee Benefits. This is a complex accounting standard but it is based on a simple principle that:
	“An organisation should account for employment and post-employment benefits when employees earn them and the authority is committed to give them, even if the actual giving will be many years into the future”.
	Benefits Payable During Employment

	Short-term employee benefits are those due to be settled within 12 months of the year end. They include such benefits as salaries, paid annual leave and paid sick leave, expenses, bonuses and non-monetary benefits (e.g. cars) for current employees and...
	Termination Benefits

	Termination benefits are amounts payable as a result of a decision by the Group to terminate employment before the normal retirement date or a decision to accept voluntary redundancy and when the Group is demonstrably committed to the termination of t...
	Post-employment Benefits (Pensions)

	IAS19 relies on the recognition of pension’s liabilities (being the retirement benefits promised measured on an actuarial basis) and assets (being the Group’s share of investments (if any)).
	The Group participates in two different pension schemes both of which are “defined benefit schemes” as they are both based on employees earning benefits from years of service;
	a) Police Officers
	b) Police Staff and PCSO’s
	The changes in the net pensions liability is analysed into the following components:
	Service cost comprising:
	 Current service cost – the increase in liabilities as a result of one additional year of service earned this year – allocated to the Comprehensive Income and Expenditure Statement.
	 Past service cost – the increase in liabilities as a result of scheme amendment or curtailment whose effect relates to years of service earned in earlier years – debited to the Surplus or Deficit on the Provision of Services in the Comprehensive Inc...
	 Net interest expense – the change during the period in the net defined liability (asset) arising from the passage of time charged to Financing & Investment Income & Expenditure line, taking into account changes in net defined benefit liability (asse...
	Remeasurements comprising:
	 Return on plan assets – excluding amounts included above in net interest, charged to Pensions Reserve as Other Comprehensive Income & Expenditure
	 Actuarial gains and losses – changes in the net pensions liability that arise because events have not coincided with assumptions made at the last actuarial valuation or because the actuaries have updated their assumptions – debited to the Pensions R...
	 Contributions paid to the pension fund.
	Financial Instruments - Liabilities and Assets
	Financial liabilities are recognised on the Balance Sheet when the Group becomes a party to the contractual provisions of a financial instrument and are initially measured at fair value and carried at their amortised cost. Annual charges to the Financ...
	Government Grants & Contributions
	Non-Current Assets - Property, Plant and Equipment
	Revaluation

	Depreciation

	UDisposals and Assets held for sale
	 The asset must be available for immediate sale in its present condition subject to terms that are usual and customary for sales of such assets.
	 The sale must be highly probable (with management commitment to sell and active marketing of the asset initiated).
	 It must be actively marketed for a sale at a price that is reasonable in relation to its current fair value.
	 The sale should be expected to qualify for recognition as a completed sale within one year.
	The asset is revalued immediately before reclassification and then carried at the lower of this amount and fair value less costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is posted to the Other Operating ...
	Depreciation is not charged on Assets Held for Sale.
	If assets no longer meet the criteria to be classified as Assets Held for Sale, they are reclassified back to non-current assets and valued at the lower of their carrying amount before they were classified as held for sale; adjusted for depreciation, ...
	Assets that are abandoned or scrapped are not reclassified as Assets Held for Sale.
	Non-Current Assets - Intangible Assets
	Charges to Revenue for Non-Current Assets

	The Comprehensive Income and Expenditure Statement is debited with the following amounts to record the cost of holding non-current assets during the year:  -
	 Depreciation attributable to the assets used.
	 Revaluation and impairment losses on assets where there are no accumulated gains in the Revaluation Reserve against which the losses can be written off.
	 Amortisation of intangible fixed assets.
	Revenue Expenditure Funded from Capital under Statute

	Expenditure incurred during the year that may be capitalised under statutory provisions but does not result in the creation of a non-current asset has been charged as expenditure to the Comprehensive Income and Expenditure Statement in the year. Where...
	Leases
	Private Finance Initiative (PFI) and Similar Contracts
	Provisions, Contingent Liabilities and Contingent Assets

	Provisions – these are required for liabilities that have been incurred, but are of uncertain timing or amount. There are three criteria:
	Reserves

	Unusable Reserves - certain reserves/accounts are kept to manage the accounting processes for non- current assets (Capital Adjustment Account, Revaluation Reserve, Deferred Capital Receipts), retirement and employee benefits (Pensions Reserve, Short t...
	Value Added Tax (VAT)
	Jointly Controlled Operations

	Jointly controlled operations are activities undertaken by the Group in conjunction with other venturers that involve the use of the assets and resources of the venturers rather than the establishment of a separate entity. The Group recognises on its ...
	Joint Ventures

	Joint Ventures are arrangements under which two or more parties have contractually agreed to share control, such that decisions about activities that significantly affect returns require the unanimous consent of the parties sharing control, and joint ...
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	DCLG Grants
	Home Office Grants
	Criminal Justice Board & No Witness No Justice
	Safety Camera Project and Road Safety
	1,161
	740
	Regional Grants – EMSOU
	Total Grants
	Contributions and Donations
	Total Grants, Contributions and donations
	Note 7 Jointly Controlled Operations
	East Midlands Jointly Controlled Operations
	The Commissioner has entered into Jointly Controlled Operations (JCO) or collaborations with other East Midlands Commissioners. The share of cost to Derbyshire is different depending on the number of Commissioners partaking in the JCO.
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	Police
	Police
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	£’000
	£’000
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	Contributions from Partners
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	 (1,161)
	 (5,324)
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	DEFINITIONS
	Accounting Period
	Agency and Contracted Services
	Budget
	Capital Expenditure
	Capital Financing Requirement
	Capital Receipts
	Chief Constable
	CIPFA
	Contingent Assets/Liabilities
	Corporate and Democratic Core
	Creditors
	Deferred Liabilities
	Financial Instruments
	Any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.
	Financial asset – Cash, equity instrument of another entity or a contractual right to receive cash or the right to exchange a financial instrument with another entity on potentially favourable terms. For example bank deposits, loans receivable, trade ...
	Financial Liability – a contractual obligation to deliver cash or another financial asset to another entity or to exchange a financial instrument  with another entity on potentially unfavourable terms. For example trade payables, borrowings and financ...
	Formula Grant Distribution System
	Minimum Revenue Provision
	Non Distributed Costs
	The cost of discretionary benefits awarded to employees retiring early. These are overheads which are not charged or apportioned to activities within the service expenditure analysis in the Comprehensive Income and Expenditure Statement.
	Provision
	Prudential code
	The Code developed by CIPFA that sets out a framework for self-regulation of capital spending, in effect allowing authorities to invest in capital projects which best meet their service delivery objectives as long as they are affordable, prudent and s...
	Receipts and payments
	Reserves
	Revaluation Reserve
	This reserve records the net gain (if any) from revaluations made after 1 April 2007.
	Revenue Expenditure funded from Capital by Statute
	Expenditure incurred during the year that may be capitalised under statutory provisions but does not result in the creation of fixed assets, for example, expenditure on property not owned by the Commissioner.
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	1 Chief Constable Cover 1718
	2 Chief Constable Content 1718
	CHIEF CONSTABLE FOR DERBYSHIRE
	STATEMENT OF ACCOUNTS
	YEAR END 31 March 2018
	CONTENTS

	3 Chief Constable's Narrative Report 1718
	NARRATIVE REPORT
	Introduction
	Governance
	Organisational Model
	Basis for Preparation
	Strategy and Resource Allocation
	A total of £29.053m funding was also received from the Home Office to cover the police pension fund deficit for the year.
	The consequential Council Tax for an average band D dwelling was £180.60, as the Commissioner increased the Council Tax Precept for 2017/18 by 1.99% (£3.53).
	The Derbyshire Police’s gross expenditure budget was allocated as follows: -
	The financial position for 2017/18, as set out in the table below is very untypical for Derbyshire Constabulary; as reserves were used to cover a relatively small budget shortfall.
	It is important to view the financial position in context, as we estimated that our spending would be no more than 1% above budget we had planned ahead by setting aside reserves to help us manage peaks in demand and new pressures, at least in the shor...
	Operationally the Constabulary had a busy year as it has tried to reshape the way it delivers operational policing as well as managing a significant anti-fracking protest and the requirement to mount additional patrols in response to terrorist inciden...
	We have continued to invest in new technology, such as the investment in mobile office, as a key part of enabling change to operational policing and our estate, which further impacted on the year-end financial position.
	Reserves are not infinite and at the end of this financial year are at their lowest level since 2005. This means that we will rely more heavily on borrowing to fund future investment rather than using reserves.
	Significant financial pressures still lie ahead. Prior to the December 2017 Grant announcement uncertainty remained over whether Brexit will result in further significant public spending cuts. There was also further uncertainty over whether the Govern...
	The table below is presented in a subjective analysis format, which is used for internal reporting purposes: -
	In addition to the above, the pay over of Precept income by billing authorities was higher than the estimates on which the budget was set by some £0.033m, bringing the total underspend to £1.121m.
	Key points to note in respect of individual variations in the table above include: -
	Police Officer Pay – (£0.143m) underspend.  The majority of the underspend is against overtime budgets where demands have been contained, without the need to incur extra payments for working beyond normal hours.
	Other Employee Expenses – £0.187m overspend.  The majority of this overspend is due to additional specialised training and accreditation required for new officers.
	Police Pensions – £0.218m overspend.  A budget was set to cover the cost of 9 officers retiring on the grounds of ill health during the year, whereas 10 actually retired.  This figure can fluctuate from year to year depending on the number of applicat...
	Premises – (£0.063m) underspend.  This is mainly due to spend on day-to-day maintenance of buildings that has not been necessary because of the large scale capital maintenance and improvement programme taking place.
	Transport – (£0.100m) underspend.  Spend on repairs and maintenance of the vehicle fleet, along with the cost of fuel and travel has not been as high as originally anticipated.
	Supplies and Services – £0.074m overspend. This variance has occurred across a range of budget headings, which contain both under and over spends.  The demands on these budgets vary throughout the year and therefore are difficult to predict.  The larg...
	Agency - £0.091m overspend.  This overspend relates to the cost of other forces lending assistance to Derbyshire (£60k) and costs associated with specialist forensic services (£29k).
	Debt Charge - £0.136m overspend.  The Constabulary had budgeted to receive a share of profits from the joint venture undertaken with Derbyshire Fire and Rescue Service.  However, the profit share is likely to occur in the next financial year.
	Income – (£0.644m) additional generated.  Income generation is very difficult to estimate, therefore budgets are usually pessimistic.   The main areas where more income has been generated than anticipated include: -
	Regional Units – (£0.098m) underspend.    The regional Legal Services unit earned significant income (£0.180m) from its work for 2 national policing enquiries.  Derbyshire’s share of the resulting underspend was £0.057m.  In addition the Constabulary ...
	Devolved Budgets to Local Command Teams (BCU Fund) – (£0.075m) underspend.  The underspend reflects the timing of the delivery of projects for which orders have been placed but will be not spent until next year.
	Regional and National Policing – (£0.268m) underspend.   Derbyshire remains the funds-holder for the service’s Regional Asset Recovery Team (RART) development activities.  Some planned work has been rolled forward to 2018/19 resulting in an underspend...
	Partnerships – (£0.232m) underspend.  The underspend reflects the timing of the delivery of projects for which orders have been placed but will be not spent until next year.
	Each year Derbyshire Constabulary has a number of core capital spending requirements in order to replace and maintain its assets and therefore maintaining its capabilities e.g.: -
	Actual expenditure against the programme totalled £9.812m, which was made up of the following: -
	This expenditure was funded by: Reserves (£5.805m), External Grant and Contributions (£0.838m), Revenue Contributions (£2.233m) and Capital Receipts (£0.936m).
	Derbyshire Constabulary in partnership with the Office of the Police and Crime Commissioner reviews and update its key policy risks on an annual basis. This review is carried out with a wide range of community safety partners across the County. In tur...
	The impact of the United Kingdom’s decision to leave the European Union still remains uncertain.  At this stage the impact on Derbyshire Constabulary cannot be assessed with any accuracy.
	(i) East Midlands Police
	(ii) Joint Venture – Derbyshire Fire and Rescue Service
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	STATEMENT OF RESPONSIBILITIES FOR THE ACCOUNTS
	The Chief Constable’s Responsibilities
	The Chief Constable is required: -
	The Director of Finance and Business Services’s Responsibilities
	DIRECTOR OF FINANCE AND BUSINESS SERVICES CERTIFICATE
	I certify that the Statement of Accounts presents a true and fair view of the financial position
	of the Chief Constable for Derbyshire as at 31 March 2018 and of its income and
	expenditure for the year ended 31 March 2018.
	Terry Neaves CPFA
	Director of Finance and Business Services
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	EXTERNAL AUDIT
	PAGES 14-16

	EXTERNAL AUDIT
	PAGES 14-16

	EXTERNAL AUDIT
	PAGES 14-16


	6 Chief Constable's Accounting Policies 1718 (updated)
	CHIEF CONSTABLE
	STATEMENT OF ACCOUNTING POLICIES
	General Principles
	Cost Recognition
	Accruals of Expenditure
	Fair Value Measurement
	Exceptional Items
	When items of income and expense are material, their nature and amount is disclosed separately, either on the face of the Comprehensive Income and Expenditure Statement or in the notes to the accounts, depending on how significant the items are to an ...
	Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors
	Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error. Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years affected by the change and do not g...
	Employee Benefits

	The Accounts are prepared in accordance with IAS19 Employee Benefits. This is a complex accounting standard but it is based on a simple principle that:
	“An organisation should account for employment and post-employment benefits when employees earn them and the authority is committed to give them, even if the actual giving will be many years into the future”.
	Benefits Payable During Employment

	Short-term employee benefits are those due to be settled within 12 months of the year end. They include such benefits as salaries, paid annual leave and paid sick leave, expenses, bonuses and non-monetary benefits (e.g. cars) for current employees and...
	Termination Benefits

	Termination benefits are amounts payable as a result of a decision by the Chief Constable to terminate employment before the normal retirement date or a decision to accept voluntary redundancy and when the Chief Constable is demonstrably committed to ...
	Post-employment benefits

	IAS19 relies on the recognition of pension’s liabilities (being the retirement benefits promised measured on an actuarial basis) and assets (being the Chief Constable’s share of investments (if any)).
	The Chief Constable participates in two different pension schemes both of which are “defined benefit schemes” as they are both based on employees earning benefits from years of service.
	a) Police Officers
	b) Police Staff and PCSO’s
	The changes in the net pensions liability is analysed into the following components:
	Service cost comprising:
	 Current service cost – the increase in liabilities as a result of one additional year of service earned this year – allocated to the Comprehensive Income and Expenditure Statement.
	 Past service cost – the increase in liabilities as a result of scheme amendment or curtailment whose effect relates to years of service earned in earlier years – debited to the Surplus or Deficit on the Provision of Services in the Comprehensive Inc...
	 Net interest expense – the change during the period in the net defined liability (asset) arising from the passage of time charged to Financing & Investment Income & Expenditure line, taking into account changes in net defined benefit liability (asse...
	Remeasurement comprising:
	 Return on plan assets – excluding amounts included above in net interest, charged to Pensions Reserve as Other Comprehensive Income & Expenditure
	 Actuarial gains and losses – changes in the net pensions liability that arise because events have not coincided with assumptions made at the last actuarial valuation or because the actuaries have updated their assumptions – debited to the Pensions R...
	 Contributions paid to the pension fund.
	The Chief Constable’s accounts include the pension costs, assets and liabilities for all staff, including those employed directly by the Commissioner.  The scheme assets and liabilities for the two corporation soles are pooled, any pro rota would not ...
	Depreciation
	Disposals

	The Comprehensive Income and Expenditure Statement is debited with the following amounts to record the cost of holding non-current assets during the year:  -
	 Depreciation attributable to the assets used.
	 Amortisation of intangible fixed assets.
	Leases
	Provisions, Contingent Liabilities and Contingent Assets

	Provisions – these are required for liabilities that have been incurred, but are of uncertain timing or amount. There are three criteria:
	Reserves
	Value Added Tax (VAT)
	Jointly Controlled Operations

	Jointly controlled operations are activities undertaken in conjunction with other venturers that involve the use of the assets and resources of the venturers rather than the establishment of a separate entity. The Balance Sheet of the Group recognises...
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	Cashflow
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	Notes to the Financial Statements for the Chief Constable
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	Land and Buildings
	As Lessor – Operating Leases
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	TOTAL
	Note 6  External Audit Fees
	Note 7 Jointly Controlled Operations
	East Midlands Jointly Controlled Operations
	Jointly Controlled Operations (JCO) or Collaborations with other East Midlands Forces are used to deliver services within the Force. The share of cost to Derbyshire is different depending on the number partaking in the JCO.
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	Derbyshire
	Comprehensive Income and Expenditure Statement
	Derbyshire
	Police
	Police
	£’000
	£’000
	£’000
	£’000
	5,689
	  24,304
	Employees’ Expenses
	5,344
	  22,781
	   111
	      507
	Premises
	     61
	      282
	   241
	   1,085
	Transport
	   207
	      934
	   925
	   3,763
	Supplies and Services
	   813
	   3,367
	    840
	   3,723
	Agency and Contracted Services
	     70
	     321
	   261
	   1,182
	Capital Charges
	   222
	     1,020
	-       
	-
	Revenue Funded from Capital under Statute
	      1
	       2
	  (18)
	    (84)
	Revaluation Losses
	   3
	     13
	8,049
	34,480
	Gross Operating Expenditure
	6,721
	28,720
	(349)
	  (1,527)
	Other Income
	  (180)
	    (4,112)
	    1
	        5
	Profit and Loss on Disposal of Fixed Assets
	    22
	     100
	7,701
	    32,958
	Net Operating Expenditure Financed by:-
	6,563
	    24,708
	(6,661)
	   (28,206)
	Contributions from Partners
	(5,787)
	   (21,024)
	 (1,161)
	(5,324)
	External Grants
	   (740)
	(3,395)
	   (325)
	 (1,490)
	Capital Grants & Contributions
	    (288)
	 (1,322)
	   (446)
	2016/17
	2017/18
	£’000
	£’000

	   (2,062)
	(Surplus) / Deficit for the year
	   (252)
	   (1,033)
	Note 10 Assets and Liabilities in relation to Post employment benefits (a)
	Valuation of Assets

	Note 14 Provisions
	Note 15 Contingent liabilities / Contingent assets
	The Pensions Reserve absorbs the timing differences arising from the different arrangements for accounting for post employment benefits and for funding benefits in accordance with statutory provisions. The Chief Constable accounts for post employment ...
	Accumulated Absences Account
	Note 17 Accounting Standards that have been issued but have not yet been adopted
	Note 18 Authorisation of Accounts for issue
	Note 19 Post Balance sheet events
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	Creditors
	Formula Grant Distribution System
	Non Distributed Costs
	The cost of discretionary benefits awarded to employees retiring early. These are overheads which are not charged or apportioned to activities within the service expenditure analysis in the Operating Cost Statement.
	Provision
	Receipts and payments
	Revaluation Reserve
	This reserve records the net gain (if any) from revaluations.
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