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EXPLANATORY FOREWORD

Introduction

These accounts set out the overall financial position of Derbyshire Police for the year ended 31 March
2013.

Serving Derbyshire |

Novw Mills
Derbyshire Police serves an area of more than pe
1,000 square miles, and a population around one " Drorveis
million. Derbyshire is renowned for being hugely fRudon c;ﬁﬁ'm. _
diverse. I encompasses the rural areas of the ) Fintugt
High Peak, Derbyshire Dales and the Derwent !
Valley, a World Heritage Site. These areas atiract senodl R
a significant amount of tourism throughout the L Aeon
yvear. In addition, there are old mining ~ ok
communities, modem towns and business centres. T B m_,”‘fﬁ
It is also home to the vibrant and culturally diverse { "‘*"“"
city of Derby. There are more than 70 different 'Mam
languages spoken in Derby. Lisabe g.%

2012/13 was an important year for policing nationally. Introduction of the Police Reform and Social
Responsibility Act 2011 changed the way in which the police in England and Wales are governed and
held accountable.

One of the key reforns was to replace the Derbyshire Police Authority with a Police and Crime
Commissioner for Derbyshire {PCC), known as the ‘Commissioner’. At the same time the Chief
Constable was established as a legal body with responsibility for Derbyshire Constabulary. This took
place on 22 November 2012.

One of the Commissioners functions is to hold the Chief Constable to account for the exercise of
operational policing duties, and securing the maintenance of an efficient and effective police service in
Derbyshire. The Chief Constable has the primary function of delivering operational policing under the
Police Act 1996.

These are the first statutory accounts to be prepared under the new arrangements. For accounting
purposes the Commissioner and Chief Constable together are known as the PCC Group. A separate
set of statutory accounts has been published for the Chief Constable to recognise the financial
transactions incurred during 2012/13 for the delivery of policing services by Derbyshire Constabulary.

This Foreword provides an overview of the new accounting arrangements and outlines the financial
performance of the Commissioner and PCC Group during 2012/13.

The 2012/13 Statement of Accounts is prepared in accordance with the Chartered Institute of Public
Finance and Accountancy’s (CIPFA) Code of Practice on Local Authority Accounting 2012/13. The
Accounts reflect the current legislative framework as well as the local arrangements operating in
practice. Key elements of this framework include: -

»  The Police Reform and Social Responsibility Act 2011 (the Act).

* The Home Office Financial Management Code of Practice for the Police Service of England and
Wales 2012.

= Scheme of Delegation between the Commissioner and Chief Constable.

= The Financial Handbook of the Commissioner and Chief Constable.
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On 22 November 2012 the assets, liabilities and reserves belonging to the Derbyshire Police Authority
were transferred directly to the Commissioner and during the first phase of transition have remained
under the Commissioner's control. During this period the Commissioner receives all income and
funding and makes all the payments for the Group from the Palice Fund. In tumn the Chief Constable
fulfils its functions under the Act within an annual budget {set by the Commissioner in conjunction with
the Chief Constable). A scheme of delegation is in operation between the two badies determining their
respective responsibilities during the first phase, as well as local arrangements in respect of the use of
the Commissioner's assets and staff. The primary statements for 2012/13 reflect the position during the
first phase of transition.

Comprehensive Income and Expenditure Summary (CIES)

This statement shows the accounting cost in the year of providing services in accordance with generally
accepted accounting practices, rather than the amount to be funded from taxation. The Commissioner
raises taxation to cover expenditure in accordance with statute and regulations; this may be different
from the accounting cost. The taxation position is shown in the Movement in Reserves Statement.

The Movement in Reserves Statement

This Statement shows the movement in the year on the different reserves by the Group, analysed into
‘usable reserves' (i.e. those that can be applied to fund expenditure or reduce local taxation) and other
reserves, which have been set aside for specific purposes to meet known commitments. The 'Surplus
or (Deficit) on the Provision of Services' line shows the true economic cost of providing policing services,
more details of which are shown in the Comprehensive Income and Expenditure Summary (CIES).
These are different from the statutory amounts required to be charged to the General Reserve Balance
for council tax setting purposes. The 'Net Increase /Decrease before transfers to Earmarked Reserves’
line shows the statutory General Reserve Balance before any discretionary transfers to or from
earmarked reserves.

The Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the Group's assets and liabilities.
The net assets (assets less liabilities) are matched by the reserves held by the Group. Reserves are
reported in two categories. The first category of reserves are usable reserves, i.e. those reserves that
the Group may use to provide services, subject to the need to maintain a prudent level of reserves and
any statutory limitations on their use (for example the Capital Receipts Reserve that may only be used
to fund capital expenditure or repay debt). The second category of reserves is those that the Group is
not able to use to provide services. This category of reserves includes reserves that hold unrealised
gains and losses (for example the Revaluation Reserve), where amounts would only become available
to provide services if the assets are sold; and reserves that hold timing differences shown in the
Movement in Reserves Statement line ‘Adjustments between accounting basis and funding basis under
regulations’.

The Cash Flow Statement

The Cash Fiow Statement shows the changes in cash and cash equivalents of the Group during the
reporting period. The statement shows how the Group generates and uses cash and cash equivalents
by classifying cash flows as operating, investing and financing activities. The amount of net cash flows
arising from operating activities is a key indicator of the extent to which the operations of the Group are
funded by way of taxation and grant income or from the recipients of services provided by the Group.
Investing activities represent the extent to which cash outflows have been made for resources which are
intended to contribute to the Group’s future service delivery. Cash flows arising from financing activities
are useful in predicting claims on future cash flows by providers of capital (i.e. borrowing) to the Group.

Accounting Policies

Accounting policies are the specific principals, conventions, rules and practices that are applied in
preparing and presenting the annual accounts. These accounts reflect the position during the first
phase of transition under the Police Reform and Social Responsibility Act 2011. The Group’s
Accounting Policies are set out on pages 11 to 23. There are no major changes to the Group's
Accounting Policies since the previous Statement of Accounts was produced for 2011/12.
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Financial Report

This foreword provides an introduction and a broad analysis of the Group’s perfformance and position for
2012/13.

Deficit on the Provision of Services

The Comprehensive Income and Expenditure Statement for 2012/13 shows a deficit on the provision of
services of £62.087m. However, this outcome reflects the ‘full accounting costs’ attributable to the year
as required by the Code of Practice on Local Authority Accounting. This is mainly due to a number of
technical adjustments relating to pensions and capital charges e.g. depreciation. These technical
adjustments are reversed in the Movements in Reserve Statement to give a more realistic measure of
performance in the year of the amount funded from local taxation.

Net Expenditure against Revenue Funding Income (2012/13 Revenue Budget}
Perhaps a more significant measure of financial performance in the year is the level of net expenditure
incurred against the principal streams of revenue funding that make up the Group’s Revenue Budget.

(1) The Revenue Budget

A revenue budget for 2012/13 was set at £165.740m, a decrease of 2.68% over 2011/12. The budget
decrease was in response o the reduction in Government funding. The funding of the £165.740m
comprised central government formula funding (Police Specific Grant, National Non-Domestic Rates
{(NNDR), Council Tax freeze grant and Revenue Support Grant {(RSG}) of £111.207m, and Council Tax
of £54.533m. A total of £14.221m 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 remained at £163.74, as the Police
Authority decided not to approve an increase in Council Tax for 2012/13. Funding equating to £1.632m
was received from the Communities and Local Government Department to fund the 2 years of Council

Tax freeze.

() Performance against budget
Net expenditure incurred against the Revenue Budget amounted to some £163.179m, which allowed
£2.561m to be added to reserves at the end of the year, which is available to help address future budget

pressures.

The increase to reserves reflects the success of the measures implemented to address the continuing
significant savings and demands on the force’s budget. However, this increase is expected only to be
temporary as reserves will be needed to bridge the budget gap projected from 2014/15 onwards.

The positive 2012/13 outturn position has been achieved with a much smaller organisation. The force
has gone through immense change, which has resulted in 400 officers and staff leaving over the past
four years. Despite the organisational change and the financial pressures the force, working with its
partner agencies has continued to improve its vear on year performance. For 2012/13 there were
10,000 fewer crimes compared to last year, which equates to a fall in crime for the tenth year in a row.

(i) Capital Expenditure in 2012/13
As well as revenue expenditure the Group incurs capital expenditure, which is expenditure on assets
which have a life beyond one year, mainly building improvement works, IT and vehicles.

The Capital Programme for 2012/13 was £7.896m and actual expenditure against the programme
totalled £5.315m, which was made up of the following:

[ Capital Programmie e ]
Buildings 1.239
Equipment and Vehicles 2.000
IT and Communications 1.438
‘Invest to Save’ Schemes 0.343
East Midlands Counter-Terrerism Intelligence Unit 0.295
Total . §.315

This expenditure was funded by: Reserves (£3.119m), Govermment Grant (£1.112m), Revenue
Contributions (£0.556m), Contributions from Other Bodies (£0.088m) and Capital Receipts (£0.440m).

The underspend will be used to fund planned expenditure that was delayed until 2013/14.
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In addition Derbyshire’s share of capital expenditure for the East Midlands Special Operations Unit, East
Midlands Technical Support Unit and East Midlands Forensics was £0.182m, increasing total capital
expenditure to £5.497m. This was funded from Revenue Contributions.

(V) Treasury Management

» Cash Flow Management - During 2012/13 the Group continued to be a net lender of funds.

¢ Investment of Surplus Funds - The main Bank of England Base rate remained at 0.5% throughout
the year. The rate achieved on 7 day average was 0.794% (0.996% 2011/12). The rates for longer
term investments have reduced substantially, so when investments are replaced the rate achieved
is lower. The low interest rates continue to limit the amount of interest earned on short-term
investments and bank deposits.

+  Prudential Indicators - In undertaking its treasury management functions during the year, the Group
managed its activities within the prudential indicators and approved iending policy.

{V) Pensions
Pension costs are accounted for in accordance with the accounting standard |1AS 19. The objectives of

IAS 19 are to ensure that the financial statements: -

= Reflect at fair value the assets and liabilities arising from an employer's retirement benefit
obligations.

s Contain related funding and operating costs of providing retirement benefits to employees that are
recognised in the accounting period in which the benefits are earned.

¢« Contain adequate disclosure of the cost of providing retirement benefits.

IAS 19 costs are not, however, chargeable to Council Tax, and the impact is reversed out by replacing
the I1AS 19 figures with the actual cash payments made to the Pension Fund. The actual payments are
shown derived through the Statement of Movement on the General Reserve Balance. The Pensions
Liability in the Balance Sheet reflects the underlying commitments that the Group has in the long-term to
pay retirement benefits. The impact of the net pension liability on overall reserves amounts to £1,679m
in 201213 (2011/12 £1,412m). Detailed information on the performance of the Pension Fund is set out
in the Core Financial Statements.

(V) Medium Term Financial Plan
The 2013/14 was the first year when the budget for policing Derbyshire was set by the Commissioner.

The good progress that the Constabulary has already made in meeting the unprecedented financial
challenges, including savings of some £21m over the last three years has put Derbyshire Police in a
strong financial position and in particular enabled the former police authority to build up reserves to help
manage future budget cuts and austerity.

The financial outlook continues to be uncertain, while it is clear that there are likely to be deeper cuts for
2015/16 and austerity will be extended until 2017/18, the precise impact on the police service is still

unclear.

For 2013/14 the Home Office has fried to lessen the impact of further funding cuts on the police but it
remains to be seen whether this will continue in 2014/15. Unlike other public authorities, the Police are
still awaiting details of their funding for year 2 (2014/15). The position beyond 2015/16 is even more

uncertain.

Throughout this period of austerity the Constabulary has placed great emphasis on maintaining
performance even during a time of unprecedented budget cuts, in fact crime continues to fall and public
confidence in the police has increased.

Despite this good performance it would be unrealistic to expect that funding cuts can continue to be
made without impacting on performance. This was recognised by the former Police Authority last year
when they agreed to recommence police officer recruitment based on a managed use of reserves. This
has helped the Constabulary maintain its strong performance and indeed for last year, Derbyshire has
seen one of the biggest reductions in crime nationally.

The Commissioner took the decision to raise Council Tax by 1.96%, equivalent to an additional £3.21

per year for a Band D householder, bringing the total bill {o £166.95 compared to the current £163.74,
This increase equates to an additional £1m to help maintain frontline resources and police officer posts.
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The key features of the Commissioner's first budget include: -

¢  Saving £100,000 from the costs of running his own office which has been reinvested to provide an
additional four PCSOs.

= The creation of an annual £0.25m Crime Prevention Fund for groups 1o bid for funding to support
local crime prevention initiatives.

= |nvestment in the Force through a revenue contribution to enhance the capital programme of £1m.

* Increased funding in neighbourhood engagement.

« Maintaining the current level of frontline policing at the current level of police officer numbers
through recruitment.

(V) Police Reform and Social Responsibility Act 2011

Following the Stage 1 transfer introducing Police and Crime Commissioners and abolishing Police
Authority’s the Act now requires a second ‘Stage 2 transfer which refers to the subsequent movement
of certain staff, property, rights and liabilities from the Commissioner to the Chief Constable to be
completed by April 2014. The stage 2 transfer is designed to allow the Commissioner the freedom to
make their own local arrangements about how their functions and those of the police force will be
discharged in future. Work is now underway to establish these local arrangements as under the terms of
the Act, the Commissioner must submit his proposals for Stage 2 transfers to the Home Secretary by
September 2013 who will decide whether or not to approve it, with, or without modifications, in
accordance with her statutory powers.

(Vi) Collaboration
The five police forces in the East Midlands region have been working together for over a decade in
many different areas of operational and non-operational policing.

With each of the five forces now facing significant financial challenges, there is a strong belief in the
East Midlands that collaboration is not only pragmatic but will achieve real results that will enhance the
way the police service in the region does business.

Collaboration is based on three key principles:

= Local policing will remain local.
=  Collaboration in operational and non-operational support services should be sought.
*  The benefits and costs of working collaboratively will be shared between the five forces.

The vision for coilaboration in its most recent three-year plan states:

= Productivity wili be improved through working together and sharing best practice, increased
interoperability and shared delivery of services. Also through making better use of resources.

»  Public safety will be improved through the shared delivery of protective services where appropriate,
reducing threat, risk and hamm.

= Public confidence in the police will be improved through successful delivery and communication of
the productivity and public safety improvements, together with local policing delivery by local police
forces.

Police collaboration in the East Midlands is the most substantial of its kind in the country and has a
number of significant benefits to police officers, staff and residents right across the region:

Greater resilience.
Increased capability.
Reduced bureaucracy.
Reduced cost.

A breakdown of expenditure incurred is included in the notes to the Core Financial Statements.

Changes to the Statement of Accounts
The accounts are prepared in accordance with proper practices as set out in the CIPFA Code of

Practice on Local Authority Accounting in the United Kingdom, known as the '‘Code’. There are no
significant new areas of change in the Code for the financial year ended 31 March 2013.
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STATEMENT OF RESPONSIBILITIES FOR THE ACCOUNTS
The Police and Crime Commissioner’s Responsiblilities

The Police and Crime Commissioner is required: -

s to make arrangements for the proper administration of the Office of the Police and Crime
Commissioner's financial affairs and to secure that one of its officers {Treasurer) has the
responsibility for the administration of these affairs;

« to manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets; and

» to approve the statement of accounts

| approve these Statements of Accounts

| Signed

Alan Charles

 Police and Crime Commissloner
Date: 2iz[A113

The Treasurer’s Responsibliities

The Treasurer is responsible for the preparation of the Statement of Accounts for the Office of
the Police and Crime Commissioner in accordance with proper practices as sel out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom (“the

Code”).
In preparing this Statement of Accounts the Treasurer has: -

» selected suitable accounting policies and then épplled them consistently;
« made judgements and estimates that are reasonable and prudent; and

» complied with the local authority code.
The Treaslirer has also: -

» kept proper accounting records which were up to date; and
v taken reasonable steps for the prevention and detection of fraud and other irregularities.

[

TREASURER'’S CERTIFICATE

) | certify that the Statement of Accounts presents a true and fair view of the financial position
of the Office of the Police and Crime Commissioner for Derbyshire and the Office of the

Signed
Helen Boffy CPFA
Treasurer
j Date:)/
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Independent auditor’s report to the Derbyshire Police and Crime
Commissioner

We have audited the financial statements of the Derbyshire Police and Crime Commissioner for the
year ended 31 March 2013 on pages 11 to 61. The financial reporting framework that has been
applied in their preparation is applicable law and the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2012/13.

This report is made solely to the Poiice and Crime Commissioner in accordance with Part Il of the
Audit Commission Act 1998. Qur audit work has been undertaken so that we might state to the
Police and Crime Commissioner those matters we are required to state in an auditor’s report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the Police and Crime Commissioner for our audit work, for this report, or for
the opinions we have formed.

Respective responsibilities of the Chief Finance Officer and auditor

As explained more fully in the Statement of the Chief Finance Officer's Responsibilities, the Chief
Finance Officer is responsible for the preparation of the Statement of Accounts, which includes the
financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom, and for being satisfied that they give
a true and fair view. Our responsibility is to audit, and express an opinion on, the financial
statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland}. Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of whether the
accounting policies are appropriate to the Police and Crime Commissioner’s and the Group’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the Chief Finance Officer; and the overall presentation of
the financial statements. In addition, we read all the financial and non-financial information in the
Explanatory Foreword to identify material inconsistencies with the audited financial statements. If
we become aware of any apparent material misstatements or inconsistencies we consider the
implications for our report.

Opinion on financial statements
In our opinion the financial statements:

s give a true and fair view of the financial position of the Police and Crime Commissioner and the
Group as at 31 March 2013 and of the Police and Crime Commissioner's and the Group’s
expenditure and income for the year then ended;
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» have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2012/13.

Matters on which we are required to report by exception
The Code of Audit Practice 2010 for Local Government Bodies requires us to report to you if:

¢ the annual governance statement set out on pages 62 to 76 does not reflect compliance with
‘Delivering Good Governance in Local Government: a Framework’ published by CIPFA/SOLACE in
June 2007; or

» the information given in the Explanatory Foreword for the financial year for which the financial
statements are prepared is not consistent with the financial statements; or

e any matters have been reported in the public interest under section 8 of Audit Commission Act
1998 in the course of, or at the conclusion of, the audit; or

* any recommendations have been made under section 11 of the Audit Commission Act 1998; or

¢ any other special powers of the auditor have been exercised under the Audit Commission Act
1998.

We have nothing to report in respect of these matters.

Other matters on which we are required to conclude

We are required under Section 5 of the Audit Commission Act 1998 to satisfy ourselves that the
Police and Crime Commissioner has made proper arrangements for securing economy, efficiency
and effectiveness in its use of resources. We are also required by the Audit Commission’s Code of
Audit Practice to report any matters that prevent us being satisfied that the audited body has put in
place such arrangements.

We have undertaken our audit in accordance with the Code of Audit Practice and, having regard to
the guidance issued by the Audit Commission, we have considered the results of the following:

» our review of the annual governance statement; and

s the work of other relevant regulatory bodies or inspectorates, to the extent the results of
the work have an impact on our responsibilities.

As a result, we have concluded that there are no matters to report.

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13 9



Certificate

We certify that we have completed the audit of the financial statements of the Derbyshire Chief
Constabie in accordance with the requirements of the Audit Commission Act 1998 and the Code of
Audit Practice 2010 for Local Government Bodies issued by the Audit Commission.

John R Cornett
for and on behalf of KPMG LLP, Appointed Auditor
Chartered Accountants

KPMG LLP

1 Waterioo Way
Leicester

LE1 6LP

30 September 2013
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POLICE AND CRIME COMMISSIONER AND GROUP
STATEMENT OF ACCOUNTING POLICIES

Accounting Policies

General Principles

These financial statements have been prepared in accordance with the Code of Practice (the Code) on
Local Authority Accounting in the United Kingdom issued by the Chartered Institute of Public Finance
and Accountancy (CIPFA) and the Accounts and Audit Regulations 2003 {as amended) and the Service
Reporting Code of Practice for Local Authorities 2012/13 {SeRCOP), The accounting policies contained
in the Code apply International Financial Reporting Standards (IFRS) as adapted for the public sector by
the International Public Sector Accounting Standards (IPSAS).

The accounts have been prepared on a going concem basis using an histaric cost convention, modified
to account for the revaluation of certain categories of tangible fixed assets and financial liabilities.

Following the introduction of the Police Reform and Social Responsibility Act 2011 the Derbyshire Police
Authority was replaced on 22 November 2012 with two ‘corporation sole’ bodies, the Police and Crime
Commissioner for Derbyshire and the Chief Constable for Derbyshire. Both bodies are required to
prepare separate Statements of Accounts,

The Financial Statements included here represent the accounts for the Commissioner and also those for
the Group. The financial statements cover the 12 months to 31 March 2013. The term ‘Group’ is used
to indicate individual transactions and policies of the Commissioner and Chief Constable for the year
ended 31 March 2013. The identification of the Commissioner as the holding organisation and the
requirement to produce group accounts stems from the powers and responsibilities of the Commissioner
under the Police Reform and Social Responsibility Act 2011.

The principal accounting policies adopted are set out below: -

Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not simply when cash payments are made and
received. Whilst all expenditure is paid for by the Group including the pay costs of police officers and
staff, the actual recognition in the respective Commissioner and Chief Constabie Accounts is based on
aconomic benefit.

Debtors — these are recognised in the accounts when the ordered goods or services have been
delivered or rendered by the Group in the financial year but the income has not yet been received.
Income has only been included in the accounts when it can be realised with reasonable certainty. Where
there is evidence that the Group may not be able to collect all amounts due to it, a provision for bad
debts is established. The provision made is the difference between the current carrying value of the debt
and the amount likely to be collected. These amounts are sst on an individual debtor basis. The
provision for bad debts is recognised as a charge to the Comprehensive Income and Expenditure
Statement for the income that might not be collected.

Creditors — these are recorded where goods or services have been supplied to the Group by 31 March
but payment is not made until the following financial year.

Accounting for Local Taxes
The collection of council tax is, in substance, an agency arrangement with the Derbyshire District
Authorities (billing authorities) collecting council tax on behalf of the Commissioner (the Police Precept).

The council tax income is included in the Comprehensive Income and Expenditure Statement on an
accruals basis and includes the precept for the year plus a share of Collection Fund surpluses and
deficits from the billing authorities.

The difference between the income reported in the Comprehensive Income and Expenditure Statement
and the amount required by regulation to be credited 1o the General Reserve shall be taken to the
Collection Fund Adjustment Account through the Movement in Reserves Statement.

The year end Balance Sheet includes the share of year end debtors (arrears and collection fund
surpluses) and creditors (prepayments, overpayments and collection fund deficits).
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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 held for the purpose of meeting short-term
commitments rather than for investment or other purposes. The following have been classed as cash
and cash equivalents:

= Cash on hand.
e Cash in bank {(Current Account, Call Account and Business Premium Account}.
» Temporary investments with instant access and no penalties.

Exceptional ltems

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 understanding of the Group’s financial performance.

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, ie in the current and future
years affected by the change and do not give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting practices or the
change provides more reliable or relevant information about the effect of transactions, other events and
conditions on the Group's position or financial performance. Where a change is made, it is applied
retrospectively (unless stated otherwise) by adjusting opening balances and comparative amounts for
the prior pericd as if the new policy had always been applied.

Material errors discovered in prior period figures are corrected retrospectively by amending opening
balances and comparative amounts for the prior period.

Employee Benefits
The Accounts are prepared in accordance with I1AS19 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 eam
them and the authority is committed to give them, even if the actual giving will be many years into the
future”.

IAS 19 applies to all types of employee benefits paid including benefits payable during employment,
termination benefits and post employment benefits.

Benefits Payable During Employment

Shortterm employee benefits are those due to be seftled 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 are recognised as an expense for services in
the year in which employees render service to the Group. An accrual is made for the cost of holiday
entitlements (or any form of leave, eg time off in lieu) earned by employees but not taken before the
year end which employees can canry forward into the next financial year. The accrual is charged to
Comprehensive Income and Expenditure Statement, but then reversed out through the Movement in
Reserves Statement to the Short Term Accumulating Compensated Absences Account so that holiday
benefits are charged to revenue in the financial year in which the holiday absence occurs but have no
impact on the level of council tax.

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 the employment of an individual or group or
making an offer to encourage voluntary redundancy.

Post employment Beneflts (Pensions)

The main effect of IAS19 in relation to post employment benefits is the recognition of the net liability and
a pensions reserve in the Balance Sheet and entries in the Comprehensive Income and Expenditure
Statement for movements in the liability relating to the employee pension schemes in which the Group
participates (with reconciling entries in the Movement in Reserves Statement back to the true cost of
pensions for the purposes of grant and local taxation).
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IAS19 relies on the recognition of pensions 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 2 different pension schemes both of which are “defined benefit schemes” as
they are both based on employees eaming benefits from years of service;

a) Police Officers
This scheme Is unfunded. This means it provides pensions and other retirement benefits for police
officers based on final salaries but there are no investment assets built up to meet the pensions

liabilities.

The funding arrangements for the police officers pension scheme changed on 1 April 2006. Before April
2006 each Police Authority was responsible for paying the pensions of its former officers on a “pay as
you go” basis. From April 2006 there is now an employer's contribution instead {currently 24.2% of
pensionable salary) which is charged to the Comprehensive Income and Expenditure Statement.

The Group is required by legislation to operate a Pension Fund Account and the amounts that must be
paid into and paid out of the Pension Fund are specified by regulation. This account is shown on page
60. Officer's contributions and the employer’s contribution are paid into the pensions account from which
pension payments are then made. This will be topped up as necessary by the Home Office if the
contributions are insufficient to meet the cost of pensions payments. Any surplus will be recouped by the
Home Office. Injury awards and ill health retirements will continue to be paid from the Group's
Comprehensive Income and Expenditure Statement.

The pension fund account does not take account of the obligation to pay pensions and benefits which
fall due after the end of the financial year.

b) Police Staff and PCSO's

Police staff and PCS(O's, subject to certain qualifying criteria, are eligible to join the Local Government
Pension Scheme administered by Derbyshire County Council. It is a funded scheme. Pensions and
other retirement benefits, based on final salaries, are paid from the fund. Employers and employees
make regular contributions into the fund so that the liabilities are paid for evenly over the employment
period. Actuarial valuations of the fund are undertaken every three years to determine the contributions
rates needed to meet its liabilities.

For both schemes, the liabilities are included in the Balance Sheet on an actuarial basis using the
projected unit method {An assessment of the future payments that will be made in relation to retirement
benefits earned to date by employees, based on assumptions about mortality rates, employee turnover
rates, eic, and projections of projected eamings for current employees). Liabilities are discounted to
their value at current prices, using a discount rate. The Discount Rate used is based on the ‘current rate
of retumn on a high quality corporate bond of equivalent currency and term to the scheme liabilities’,
which is often referred to as AA Corporate Bond Rate.

Assets in the Local Government Pension scheme are included in the Balance Sheet at their fair value: -

s Quoted and Unitised Securities — Current Bid Price.
¢ Unquoted Securities — Professional Estimate.
*  Property — Market Value.

The changes in the net pensions liability is analysed into seven components:

e  Current service cost — the increase in liabilities as a result of years of service earned this year —
allocated to the Comprehensive Income and Expenditure Statement.

¢ Past service cost - the increase in liabilities arising from current year decisions whose effect relates
to years of service eamned in earlier years — debited io the Surplus or Deficit on the Provision of
Services in the Comprehensive income and Expenditure Statement as part of non distributed costs.

¢ Interest cost — the expected increase in the present vaiue of liabilities during the year as they move
one year closer to being paid - debited to the Financing and Investment Income and Expenditure
line in the Comprehensive Income and Expenditure Statement.

*» Expected return on assets — the annual investment return on the fund assets attributable to the
Group, based on an average of the expected long term retun - credited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement.

e Gains/losses on settlements and curtailments — the result of actions to relieve the Group of liabilities
or events that reduce the expected future service or accrual of benefits of employees — debited or
credited to the Surplus or Deficit on the Provision of Services in the Comprehensive Income and
Expenditure Statement as part of non distributed costs.
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» 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 Reserve.

e  Contributions paid to the pension fund.

Notes on Pensions are included on pages 38 to 43 of the accounts.

Discretionary Benefits

The Group also has restricted powers to make discretionary awards of retirement benefits in the event
of early retirements. Any liabilities estimated to arise as a result of an award to any member of staff are
accrued in the year of the decision to make the award.

Events after the Balance Sheet Date

These are events that occur between the end of the reporting period and the date when the financial
statements are authorised for issue. The Group will report these in the following way if it is determined
that the event has had a material effect on the Group’s financial position; -

= Events which provide evidence of conditions that existed at the end of the reporting period will be
adjusted and included within the figures in the accounts.

+ Events that are indicative of conditions that arose after the reporting will be reported in the narrative
notes to the accounts.

Events taking place after the date of authorisation for issue are not reflected in the Statement of
Accounts.

Financial Instruments - Liabilities and Assets

Financial liabilities are recognised on the Batance 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 amaortised cost. Annual charges to the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement for interest payable are based on the carrying
amount of the liability, multiplied by the effective rate of interest for the instrument. For most of the
borrowings that the Group has, this means that the amount presented in the Balance Sheet is the
outstanding principal repayable (plus accrued interest) and interest charged to the Comprehensive
Income and Expenditure Statement is the amount payable for the year in the loan agreement.

The Group has not undertaken any repurchasing or early settlement of borrowing.

Financial assets are classified into two types: -

+ Loans and receivables — assets that have fixed or determinable payments but are not quoted in an
active market.

e« Available-for-sale assets — assels that have a quoted market price and/or do not have fixed or
determinable payments.

The Group only has financial assets based on the first category of loans and receivables.

Loans and receivables are recognised on the Balance Sheet when the Group becomes party to the
coniractual provisions of a financial instrument and are initially measured at fair value and carried at
their amortised cost. Annual credits to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement for interest receivable are based on the carrying
amount of the asset multiplied by the effective rate of interest for the instrument. For most of the loans
that the Group has made, this means that the amount presented in the Balance Sheet is the outstanding
principal receivable (plus accrued interest) and interest credited to the Comprehensive Income and
Expenditure Statement is the amount receivable for the year in the loan agreement.
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Government Grants & Contributions
Whether paid on account, by instalments or in arrears, Government Grants and third party contributions
and donations are recognised as due to the Group when there is reasonable assurance that: -

o  The Group will comply with the conditions attached to the payments.
* The grants or contributions will be received

Amounts recognised as due to the Group are not credited to the Comprehensive Income and
Expenditure Statement until conditions attached to the grant or contribution have been satisfied.
Conditions are stipulations that specify that the future economic benefit or service potential embodied in
the asset acquired using the grant or contribution are required to be consumed by the recipient as
specified, or future economic benefits or service potential must be returmned to the transferor.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried in
the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the
Net Cost of Services (attributable revenue grants and contributions} or Taxation and Non-Specific Grant
Income {non ringfenced grants and all capital grants) in the Comprehensive Income and Expenditure
Statement. Revenue grants are recognised in full in the year of their receipt. The impact on the General
Reserve is negated by a transfer to Earmarked Reserves in the Movement in Reserves Statement.
Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are
reversed out of the General Reserve Balance in the Movement in Reserves Statement. Where the grant
has yet to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied Reserve.
Where it is applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants
Unapplied reserve are transferred to the Capital Adjustment Account once they have been applied to
fund capital expenditure.

Non-Current Assets - Property, Plant and Equipment

Assets that have physical substance and are held for use in the provision of services or for
administrative purposes and that are expected to be used during more than one financial year are
classified as Property, Plant and Equipment.

Recognition and Measurement

Expenditure on the acquisition, creation or enhancement of assets is capitalised on an accruals basis,
provided that it yields benefits to the Group and the services it provides for more than one financial year
and that the cost of the item can be measured reliably.

Assets are initially measured at cost, comprising the purchase price and any costs attributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended by management. Assets are then camied in the Balance Sheet using the following
measurement bases:

» Land, property and other operational assets are included in the Balance Sheet at fair value (existing
use value). Operational assets can either be specialised or non-specialised. Specialised Assets,
where there is no particular market or demand for their specific use, are valued at Depreciated
Replacement Cost (DRC) as an estimate for fair value. The only assets to be classified as
specialised property relate to the operational custody suites situated within the various properties.
In cases where there is only a small number of celis, or where cells are now out of use, these have
not been treated as specialised properties.

e Assets under construction are held in the Balance Sheet at historical cost until completed,
whereupon they will be valued and included in the Balance Sheet as operational assets,

Where non property assets have short useful lives or low values (or both), depreciated historical cost
basis is used as a proxy for fair value eg Vehicles, IT and Communications equipment and other
equipment.

Revaluation

Assets included in the Balance Sheet at fair value are revalued sufficiently regularly to ensure that the
carrying amount is not materially different from their fair value but as a minimum every five years.
Increases in valuations are matched by credits to the Revaluation Reserve to recognise unrealised
gains. Exceptionally, gains might be credited to the Comprehensive Income and Expenditure Statement
where they arise from the reversal of an impairment loss previously charged to the account.
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Where decreases in value are identified, they are accounted for by: -

¢  Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying
amount of the asset is written down against that balance (up to the amount of the accumulated
gains)

= Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying
amount of the asset is written down in the Comprehensive Income and Expenditure Statement.

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the date of its
formal implementation. Gains arising before that date have been consolidated into the Capital

Adjustment Account.

Impairments
Assels are assessed at each year end as to whether there is any indication that an asset may be

impaired. Where indications exist and any possible differences are estimated to be material, the
recoverable amount of the asset is estimated and, where this is less than the camrying amount of the
asset, an impairment loss is recognised for the shortfall. Where impairment losses are identified, they
are accounted for by:

« Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying
amount of the asset is written down against that balance (up to the amount of the accumulated
gains}.

»  Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying
amount of the asset is written down in the Comprehensive Income and Expenditure Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to the Comprehensive
Income and Expenditure Statement, up to the amount of the original loss, adjusted for depreciation that
would have been charged if the loss had not been recognised.

Depreciation
Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of

their depreciable amounts over their useful lives. An exception is made for assets without a
determinable finite useful life (ie freehold land) and assets that are not yet available for use {ie assets
under construction). Depreciation is calculated on a straight-line basis as follows:-

Operational Buildings Over the life of the asset (20-50 years) as estimated by the valuer.
Vehicles Over the life of the asset (3-10 years)

{T/Communications Equipment Over the life of the asset (b -10 years) Majority of assets are 5
years.

Component Accounting — where an item of Property, Plant and Equipment asset has major components
whose cost is significant in relation to the total cost of the item, the components are depreciated
separately. The component is judged to be significant were the replacement value is above £0.5m or
25% of the asset. It applies to new expenditure from 2010/11 and any subsequent revaluations.

It is the Group’s policy not to charge depreciation in the year of acquisition but a full year's charge is
made in the year of disposal. Depreciation is charged to the Comprehensive Income and Expenditure
Statement and is reversed out through the Movement in Reserves Statement.

Revaluation gains are also depreciated, with an amount equal to the difference between current value
depreciation charged on assets and the depreciation that would have been chargeable based on their
historical cost being transferred each year from the Revaluation Reserve to the Capital Adjustment
Account.
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Disposals and Assets held for sale
When a non-current asset is planned to be disposed of, it is reclassified as an Asset held for sale. To be
reclassified it must meet the following criteria: -

= 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).

e It must be actively marketed for a sale at a price that is reasonable in reiation 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 Operating Expenditure line in the Comprehensive Income and Expenditure
Statement. Gains in fair value are recognised only up to the amount of any previous losses in the
Comprehensive Income and Expenditure Statement.

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 camying amount before they were classified as held
for sale; adjusted for depreciation, amortisation or revaluations that would have been recognised had
they not been classified as Held for Sale, and their recoverable amount at the date of the decision not to

sell.
Assets that are abandoned or scrapped are not reclassified as Assets Held for Sale.

When an asset is disposed of or decommissioned, the camrying amount of the asset in the Balance
Sheet is written off to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement as part of the gain or loss on disposal. Receipts from disposals are credited to
the same line in the Comprehensive Income and Expenditure Statement as part of the gain or loss on
disposal {ie netted off against the carrying value of the asset at the time of the disposal). Any revaluation
gains accumulated for the asset in the Revaluation Reserve are transferred to the Capital Adjustment
Account.

Amounts received for a disposal in excess of £10,000 are categorised as capital receipts. The balance
of receipts is required to be credited to the Capital Receipts Reserve, and can then only be used to
finance new capital investment or set aside to reduce the Group’s underlying need to borrow (the capital
financing requirement). Receipts are approprated to the Reserve from the General Reserve Balance in
the Movement in Reserves Statement.

The written off value of disposals is not a charge against council tax, as the cost of fixed assets is fully
provided for under separate arrangements for capital financing. Amounts are appropriated to the Capital
Adjustment Account from the General Reserve Balance in the Movement in Reserves Statement.

Non-Current Assets - Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are identifiable and
controlled by the Group as a result of past events (e.g. scftware licences), are capitalised when it is
expected that future economic benefits or service potential will flow from the intangible asset to the

Group.

Expenditure on the development of websites is not capitalised if the website is solely or primarily
intended to promote or advertise the Group's goods or services.

Intangible assets are measured at cost. Amounts are only revalued where the fair value of the assets
held by the Group can be determined by reference to an active market. In practice, no intangible asset
held by the Group meets this criterion, and they are therefore carried at amortised cost. The depreciable
amount of an intangible asset is amortised to the Comprehensive Income and Expenditure Statement
over its useful life. Amortisation, as with depreciation, commences in the financial year following that in
which they are received. Amortisation is not permitted to have any impact on the General Reserve
Balance, it is therefore reversed through the Movement in Reserves Statlement and posted to the
Capital Adjustment Account.
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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: -

s Depreciation attributable to the assets used.

¢ Revaluation and impaiment 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.

The Group is not required to raise council tax to cover depreciation, revaluation and impairment losses
or amortisations. However, it is required to make an annual provision from revenue to contribute towards
the reduction in its overall borrowing requirement (Minimum Revenue Provision (MRP)). An annual
statement for the policy on making MRP is required in accordance with statutory guidance; this should
be calculated on a prudent basis. The policy for Derbyshire is: -

» For Supported Capital Expenditure, the MRP Policy will be based on the Capital Financing
Requirement at 4% of the opening balance

+« For unsupported borrowing the MRP policy wifl be based on the Asset Life Method, equal
instalment over the life of the asset

= For PFI contracts and leases that are deemed to be on Balance Sheet, the MRP requirement would
be regarded as met by a charge equal to the element of the charge that goes to write down the
Balance Sheet liability.

Depreciation, revaluation and impairment losses and amortisations are therefore replaced by revenue
provision in the Movement in Reserves Statement, by way of an adjusting transaction with the Capital
Adjustment Account in the Movement in Reserves Statement for the difference between the two.

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 the Group has determined 1o meet the cost of
this expenditure from existing capital resources or by borrowing, a transfer in the Movement in Reserves
Statement from the General Reserve Balance to the Capital Adjustment Account then reverses out the
amounts charged so there is no impact on the level of council tax.

Inventories

Inventories are included in the Balance Sheet at the lower of cost or net realisable value. The cost of
inventories is generally assigned using the FIFO (First In First Out) costing formula. Inventories are
mainly maintained for uniform supplies.

Leases

Leases are classified as finance leases where the terms of the lease transfer substantially all the risks
and rewards incidental to ownership of the property, vehicles, plant or equipment from the lessor
{landlord) to the lessee (tenant). All other leases are classified as operating leases.

The Group has looked at material property leases over £10,000 and for more than 10 years. 1AS 17
‘Leases’ includes indicators for the classification of leases as a finance lease. Material leases have
been judged against these indicators.

a) Finance Leases

i) Lessee — Property, Vehicles, Plant & Equipment

An asset identified as a finance lease and where the Group is the lessee will be recognised on the
Balance Sheet at an amount equal to the fair value of the asset, or if lower, the present value of the
minimum lease payments, determined at the inception of the lease.

The asset recognised is matched by a liability for the obligation to pay the lessor. This liability is reduced
as lease payments are made. Minimum lease payments are to be apportioned between the finance
charge (interest) and the reduction of the deferred liability.

The finance charge (interest) will be charged to the Comprehensive Income and Expenditure Statement
(Financing and Investment Income and Expenditure line).

Finance lease assets recegnised on the Balance Shest are revalued and depreciated in the same way

as property, plant and equipment owned by the Group. Depreciation to be charged over the lease term if
this is shorter than the asset’s estimated useful life.
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i} Lessor — Property, Vehicles, Plant & Equipment

An asset identified as a finance lease and where the Group is the lessor will be recognised on the
Balance Sheet as a debtor at an amount equal to the net investment in the lease. The lease payment is
treated as repayment of principal and finance income (interest).

Initial direct costs are included in the initial measurement of the debtor and recognised as an expense
over the lease term on the same basis as the income.

Rental income from finance leases entered into after 1 April 2010 should be treated as a capital receipt.

b) Operating Leases

i) Lessee — Property, Vehicles, Plant & Equipment

An asset identified as an operating lease and where the Group is the lessee, the rentals will be charged
to the Comprehensive Income and Expenditure Statement. Charges are made on a straight line basis
over the term of the lease.

ii} Lessor — Property, Vehicles, Plant & Equipment

An asset identified as an operating lease, and where the Group is the lessor, shall be retained in the
Balance Sheet. Rental income is credited to the Comprehensive Income and Expenditure Statement.
Credits are made on a straight line basis over the term of the lease.

Private Finance Initiative (PFI) and Similar Contracts

The Group has entered intc two PF] arrangements, llkkeston Police Station and D Divisional HQ at
Derby. The first affected the accounts from 1998/99, the second from 2000/01. Both have a continuing
commitment by the Group for 30 years. PF| coniracts are agreements to receive services, where the
responsibility for making available the non-current assets needed to provide the services passes to the
PFI contractor. As the Group is deemed io control the services that are provided under its PFl schemes
and has control over the residual interest in the property at the end of the arrangement, the Group
carries the non-current assets under the contracts on the Balance Sheet as part of Property, Plant and

Equipment.

The original recognition of these assets at fair value was balanced by the recognition of a liability for
amounts due to the scheme operator to pay for the capital investments.

PFI| assets recognised on the Balance Sheet are revalued and depreciated in the same way as property,
plant and equipment owned by the Group.

The amounts payable to the PFl operators each year should be analysed into five elements: -

¢ Fair value of the services received during the year — debited to the Comprehensive Income and
Expenditure Statement.

e Finance cost — an interest charge of 9.114% for llkeston PFl and 7.917% for Derby PFI on the
outstanding Balance Sheet Liability, debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement.

s« Contingent rent — increases in the amount to be paid for the property arising during the contract. For
both the Group's PF| schemes there is no contingent rent as the property element of the fee paid to
the PFI operator is not indexed.

« Payment towards liability — applied to write down the Balance Sheet liability towards the PFI
operator. This is also the MRP charge for PFI schemes.

e Lifecycle replacement costs — recognised as fixed assets on the Balance Sheet if the costs are of a
capital nature, or if the costs are revenue debited to the Comprehensive Income and Expenditure
Statement.

Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from the supply or
service in accordance with the costing principles of the CIPFA Service Reporting Code of Practice
2012/13 (SeRCOP). The full cost of overheads and support services are shared between users in
proportion to the benefits received, with the exception of:

» Comorate and Democratic Core — costs relating to the Group’s status as a multi-functional
democratic organisation.
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» Non Distributed Costs — the cost of discretionary benefits awarded to employees retiring early and
impairment losses chargeable on Assets Held for Sale.

These two cost categories are defined in SeRCOP and accounted for as separate headings in the
Comprehensive Income and Expenditure Statement, as part of Net Expenditure on Continuing Services.

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:

¢« The Group has a present obligation (legal or constructive) as a result of a past event.
» It is more likely than not that money will be needed to settle the obligation.
* Areliable estimate can be made of the amount of the obligation.

Provisions are charged as an expense to the Comprehensive Income and Expenditure Statement in the
year that the Group becomes aware of the obligation, and are measured at the best estimate at the
Balance Sheet date of the expenditure required to setlle the obligation, taking inte account relevant risks
and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.
Estimated settlements are reviewed at the end of each financial year — where it becomes less than
probable that a transfer of economic benefits will now be required (or a lower seitfement than
anticipated is made), the provision is reversed and credited back to the Comprehensive Income and
Expenditure Statement.

Where some or all of the payment required to settle a provision is expected to be met by ancther party
{e.g. from an insurance claim), the income is only recognised as income if it is virtually certain that
reimbursement will be received when the obligation is settled.

Provisions contained within the Balance Shest are split between current liabilities (those which are
estimated to be settled within the next 12 months) and non-current liabilities (those which are estimated
to be settled in a period greater than 12 months).

Details of provisions held at 31* March 2013 are shown in Note 27 to the accounts.

Contingent Liabilities — this arises where an event has taken place that gives the Group a possible
obligation whose existence will only be confirmed by the occurrence or otherwise of uncertain future
events not wholly within the control of the Group. Contingent liabilities also arise in circumstances where
a provision would otherwise be made but either it is not probable that an outflow of resources will be
required or the amount of the obligation cannot be measured reliably.

Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note to the accounts.

Contingent Asset — this arises where an event has taken place that gives the Group a possible asset
whose existence will only be confirmed by the occurrence or otherwise of uncertain future events not
wholly within the control of the Group.

Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the accounts
where it is probable that there will be an inflow of economic benefits or service potential.

Accounting for the costs of the Carbon Reduction Commitment Scheme

The Group is required to participate in the Carbon Reduction Commitment (CRC) Energy Efficiency
Scheme. This scheme is currently in its introductory phase which will last until 31 March 2014. The
Group is required to purchase and surrender allowances, currently retrospectively, on the basis of
emissions ie carbon dioxide produced as energy is used. As carbon dioxide is emitted (ie as energy is
used), a liabifity and an expense are recognised. The liability is measured at the best estimate of the
expenditure required to meet the obligation, normally at the current market price of the number of
allowances required to meet the liability at the reporting date. The cost to the Group is recognised and
reported in the costs of the Group's services and is apportioned to services on the basis of energy
consumption.

Reserves
Usable Reserves - the Group’s General Revenue Balances are held in the General Reserve to

generally support the budget. The Group also maintains a number of specific ‘earmarked’ reserves for
future expenditure on either policy purposes or to cover contingencies. The intended use of ‘earmarked’
reserves is shown in Note 29 to the accounts. Reserves are created by appropriating amounts out of the
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General Reserve Balance in the Movement in Reserves Statement. When revenue expenditure to be
financed from a reserve is incurred, it is charged to the Comprehensive Income and Expenditure
Statement. The reserve is then appropriated back into the General Reserve Balance in the Movement in
Reserves Statement so that there is no net charge against Council Tax for the expenditure.

Also held under usable reserves are those that support the financing of capital (Capital receipts reserve
and Capital Grants unapplied).

Unusable Reserves - certain reserves/accounts are kept to manage the accounting processes for non-
current assets {Capital Adjustment Account, Revaluation Reserve), retirement and employee benefits
{Pensions Reserve FRS17, Short term Accumulating Compensated Absences Account) and Accounting
for local taxes (Collection Fund Adjustment Account). These do not represent usable resources for the
Group.

Value Added Tax {(VAT)
The Comprehensive Income and Expenditure Statement excludes any amounts related to VAT, as all
VAT collected is payable to HM Revenue and Customs and all VAT paid is recoverable from them.

Jointly Controlled Operations

Jointly controlled operations are activittes 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 Balance Sheet the assets that it controls and the liabilities
that it incurs and debits and credits the Comprehensive Income and Expenditure Statement with the
expenditure its incurs and the share of income It earns from the activity of the operation.

Previously there were principally two Jointly Controlled Operations, North Midland Helicopter Support
Unit and East Midlands Special Operations Unit. In 2012/13, the Group has entered into other
collaborative arrangements with the East Midlands Forces. Where collaboration is appropriate for jointhy
controlled operations, the Group will account accordingly.

Accounting standards that have been issued but not yet been adopted
For 2012/13 the new standards that needs to be reported relates to amendments to IFRS 7 Financial
Instruments: Disclosures offsetting financial assets and liabilities and amendments to IAS 19 Employee
Benefits. A note in the accounts discloses information relating to the impact of this accounting change.

Changes in Accounting Estimates
Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out above, the Group has had to make certain judgements about
complex transactions or those involving uncertainty about future events. The critical judgements made in
the Statement of Accounts are;
= There is a high degree of uncertainty about future levels of funding for local government.
However, the Group has determined that this uncertainty is not yet sufficient to provide an
indication that the assets of the Group might be impaired as a result of a need to close facilities
and reduce levels of service provision. A review of assets is being undertaken in order to
inform any such decisions.

® A judgement has been made of the expenditure allocated between the Commissioner and the
Chief Constable to reflect the financial resources of the Commissioner consumed at the
request of the Chief Constable. The basis adopted for this aflocation was determined by the
Group in accordance with the standard set of activities for each corporate body identified in
CIPFA's SeRCOP and careful consideration was also given to the Police Reform and Social
Responsibility Act and Home Office Guidance.
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Assumptions Made about the Future and Other Major Sources of

Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions made by the
Group about the future or that are otherwise uncertain. Estimates are made to taking into account
historical experience, current trends and other relevant factors. However, because balances cannot be
determined with certainty, actual results could be materially different from the assumptions and
estimates.

The items in the Group's Balance Sheet at 31 March 2013 for which there is a significant risk of material

adjustment in the forthcoming financial year are as follows:

Uncertainties

| Effect if Actual Results differ from Assumptions

Property, Plant and Equipment

Assets are deprecialed over useful lives that are
dependent on assumptions about the level of repairs and
maintenance that will be incurred In relation to individual
assets. The current economic climate makes it uncertain
that the Group will be able to sustain its current spending
on repairs and maintenance, bringing into doubt the
useful lives assigned to assets.

If the useful life of assets is reduced, depreciation
increases and the camying amount of the assets falls. it
is estimated that the annual depreciation charge for
huildings {excluding PFI buildings which are contracted
to be maintained) would increase by £0.024m for every
year that useful lives had to be reduced.

Provisions

The Group has made a provision of £0.989m for the
settlement of claims for insurance. This has been based
on the claims handlers’ assessment of claims
outstanding and an estimate of future claims for 2012/13
based on the average experience in previous years. The
number and value of claims may be different to the
assessment,

An increase over the forthcoming year of 10% in the total
number of claims would have the effect of adding
£0.099m to the provision needed. However, this
amount will be covered from the Insurance Reserve if
necessary.

The Group has made a provision of £0.081m for
seftlement of redundancy and early retirement costs in
2012/13. A number of reviews are still ongoing, for which
the loss in staff is still uncertain, this could lead to further
redundancies/early refirements in 2013/14.

An increase of 10% in the number of people made
redundant or retired early in the year would have the
effect of adding £0.008m to the provision needed. Any
increase in the provision would be met from reserves if
necessary.

Pensions Liability

Estimation of the net liability to pay pensions depends on
a number of complex judgements relating to the discount
rate used, the rate at which salaries are projected to
increase, changes in retirement ages, mortality rates and
expected retuns on pension fund assets. A firm of
consulting actuaries is engaged to provide the Group
with expert advice about the assumptions fo be applied.

The effects on the net pensions liability of changes in
individual assumptions can be measured. For instance
for the larger scheme, the Police Pension scheme, it is
estimated that a 0.5% reduction in the discount rate’s
excess over pension increases would typically result in a
increase in the pensions liability of 7.5%. This equates
fo £120.791m. If pensioners were to live on average 2
years longer this would increase the liability by 4%
(£64,422m).

However, the assumptions interact in complex ways. For
example, during 2012/13 the Police Pension Scheme
liability decreased by £39.91m as a result of experience
changes and increased by £225.75m as a result of the
updating of actuarial assumptions. Experience changes
arise from specific occurrences relating to scheme
membership during the year. A national review of public
sector pensions is currently taking place which is
expected to lead to changes in benefits payable,
employee contribution rates and retirement ages. In the
case of the Police Pension Scheme the government
have also implemented stepped increases to employee
contributions over the 3 years beginning 1 April 2012.
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Accumulated Absences Account

The Accumulated Absences Account for compensated
absences earned but not taken in the year (eg annual
leave, flexi leave) is based on a sample of police staff
updated for the total number of police staff at the 31
March. This represents £0.555m of the figure of
£2.391m. The rest is for police officers which is based on
actual data from the HR system.

If the amount of annusal leave and flexi leave for police
staff increased by 10% this would increase the balance
by £0.056m. This figure is included in the
Comprehensive Income and Expenditure Account as a
cost to the police service but is neutralised by transfers
to the Accumulated Absences Account.

Arrears — Bad debt provision

At 31 March 2013, the Group had a balance of sundry
debtors for £2.278m. A review of these debtors
suggested that an impairment of doubtful debts of
£0.016m was appropriate. However, in the current
economic climate it is not certain that such an allowance
would be sufficient.

If collection rates were to deteriorate, a doubling of the
amount of the amount of the impaiment of doubtful
debts would require an additional £0.016m to set aside
as an allowance.

The Accounting Policies and Changes in Accounting Estimafes can sometimes be found as a note lo

the Financial Statements.

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13 23







GROUP COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT FOR THE POLICE AND CRIME COMMISSIONER

This statement shows the accounting cost in the year of providing services for the Group, in accordance with generally accepted accounting principles,
rather than the amount to be funded from taxation. Autherities raise taxation to cover expenditure in accordance with regulations; this may be different

rorm the accounting cost. The taxation position is shown in the Movement of Reserves Statement.

Restatad
For the year ended 31 March 2012 For the year ended 31 March 2013
g g g g
= = 3 =
E £ = F=S
a8 sl 2 - 2
68 83 g & gg 8§ gt
O w [ Z W Note Ouw (L Z W
£000 £000 £000 £000 £000 £000
79,539 (6,774) 72,765 Local Policing 79,820 (6,642) 73,178
14,316 {475) 13,841 Dealing with the Public 14,108 {411} 13,697
16,356 {1,364) 14,992  Criminal Justice Amangements 15,555 {1,145) 14,410
9,430 (2,154} 7,276 Road Policing 9,440 {2,290) 7,150
8,339 {638) 8,701 Specialist Operations 9,127 (258) 8,869
9,270 {539) 8,731  Intelligence 9,216 (579) 8,637
38,862 (1,466) 37,396 Specialist Investigation 40,879 {2,114) 38,765
6,765 (168) 6,597 Investigative Support 7.300 (988) 6,314
7.602 {5,990) 1,612 National Policing 6,665 (5.803) 762
1,170 0 1,170  Corporate and Democratic Core 1,236 (88} 1,148
257 0 257  Non Distributed Costs 10b,11a 456 0 456
192,906 (19,568) 173,338 CGost of Policing Services before revaluationsfunding 193,802  (20,416) 173,386
507 507 Revaluation iosses not charged to Chief Constable 448 449
intra-group funding
193,413  (19,568) 173,845 Cost of Policing Services 2 194,251  (20,416) 173,835
Other Operating Expenditure
136 0 136 (Gains) or Losses on the Disposal of Non-Current Assets (46) 0 (48)
531 0 531 Levies to national police services 599 0 599
Financing and Investment Income and Expenditure
458 [¢] 458 Interest Payable on Debt 23 429 [+] 429
1,203 o 1,203 Interest Element of Finance Leases (PFI) 23 1,149 0 1,149
73,818 1] 73,818 Pensions Interest Cost and Expected Returm on Pensions 10b 68,369 0 68,369
Assets
0 (442) {442) Investment Interest Income 23 0 (404) (404)
o 0 0 Profit or Loss on Discontinued Operations 0 0
Taxation and Non-Specific Grant Income
0 {2,190) (2,190) Recognised Capital Grants and Contributions 1] (1,876} (1,976)
0 (70,155) (70,155) General Government Grants 0 (65,039} (65,039)
0 (10,824) (10,824) Revenue Support Grant 1] (847) (847)
0 0 0 Council Tax Freeze Grant {2012/13 only} Q (1,632) (1,632)
0 (35017) {35,017) Non Demestic Rates Redistribution 0 (43,689) (43,689)
0 (54,262) (54,262) Council Tax Income 0 (54,440) (54,440
Home Cffice Grant Payable towards the Cost 10a
0 12,251) (12,251) of Retirement Benefits 0 (14,221) {14,221
269,559 (204,709) 64,850 (Surplus) or Deficlt on the Provision of Services 264,751 (202,664) 62,087|
309 {Surplus) or Deficit on Revaluation of Non-Current Assets 7
21,549  Actuarlal (Gains) or Losses on Pension Assets and Liabilities 10b 201 ,863"
21,858 Other Comprehensive income and Expenditure 201,870
86,708 Total Comprehensive Income and Expenditure 263,957
The Group Accounts have been restated in 2011/12, to enable & comparison to be made to the 2012/13 Group Accounts, The Revaluation Losses
were included within the Service Headings fast year. Revaluation losses are nof charged to the Chief Constable as these are a cost of ownership not
asset usage so these have been exiracted from the Service Heads and are included as a separate fine.
24

PCC and PCC Group for Derbyshire Statement of Accounts 201213






COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT FOR THE POLICE AND CRIME COMMISSIONER

This statement shows the accounting cost in the year of providing services in accordance with generally accepted accounting principles for J
the Commissioner, in addition to the amount of funding by way of grant income. Resources of the Commissioner consumed at the request o
the Chief Constable 2012/13 are shown for comparative purposes. The consolidated accounting cost and funding for the PCC Group is

shown on the page before.

Commissioner Chief
For the year ended 31 March 2013 Constable
g g g
£ 2 £

.- o £ E

g8 S8 58 5 g

O w o E Z W Zz

£000 £000 £000 £000
Local Paolicing 0 {6,642) (6.842) 79,820
Dealing with the Public 0 (411} {411) 14,108
Criminal Justice Arrangements [ {1,145) {1,145} 15,555
Road Policing 0 {2,290) {2,290) 9,440
Specialist Operations 0 (258) (258) 9,127
Intelligence 0 (579) (579) 9,216
Specialist Investigation 0 (2,114) (2,114) 40,879
Investigative Support 0 {986) (986) 7,300
National Policing 0 (5,903) (5,903) 6,665
Corporate and Demaocratic Core 882 (88) 794 354
Non Distributed Costs 0 0 0 456
Cost of Policing Services before revaluations/funding 882 (20,416) (19,524) 192,920
Revaluation losses not charged to Chief Constable 449 449
Intra-group funding 182,920 192,920 -182,920
Cost of Policing Services 164,251 {20,476) 173,835 0
Other Cperating Expenditure
(Gaing) or Losses on the Disposal of Non-Current Assets (46) 0 (46)
Levies to national police services 509 0 599
Financing and Investment Income and Expenditure
Interest Payable on Debt 429 0 429
Interest Element of Finance Leases {PFI} 1,149 0 1,149
Pensions Interest Cost and Expected Retumn on Pensions 68,369 0 88,369
Assets
investment interest Income 0 (404) (404)
Profit or Loss on Discontinued Operations 0 0 Q
Taxation and Non-Speclfic Grant Income
Recognised Capital Grants and Contributions 0 (1,976) (1,976)
General Government Grants 0 (65,039) {65,038)
Revenug Support Grant 0 (847) (847)
Council Tax Freeze Grant (2012/13 only} 0 {1,632) {1,632)
Non Domestic Rates Redistribution 0 (43,689) (43,689)
Council Tax Income 0 {54,440) (54,440)
Home Office Grant Payable towards the Cost
of Retirement Benefits 0 _ (14,221} (14,221}
{Surplus) or Deficit on the Provislon of Services 264,751 (202,664) 62,087
(Surplus) or Deficit on Revaluation of Non-Current Assets 7
Actuarial (Gains) or Losses on Pension Assets and Liabilities 201,863
Other Comprehenslve Income and Expenditure 201,870
Total Comprehensive Income and Expenditure 263,957
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BALANCE SHEET FOR THE PCC AND PCC GRCUP

The Balance Sheet shows the vaiue as at the Balance Sheet date of the assets and liabilities recognised by the Group and
Commissioner. As there is no distinction between the Group and the Commissioner movements there is no separate
statement for the Commissioner. The net assets of the Group (assets less liabilities) are matched by the reserves held by the
Group. Reserves are reported in two categories. The first category of reserves are usable reserves, ie those reserves that
may be used to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations on
their use (for example the Capital Receipts Reserve that may only be used to fund capital expenditure or repay debt). The
second category of reserves are those that are not able to be used to provide services. This category of reserves includes
reserves that hold unrealised gains and losses (for example the revaluation reserve), where amounts would only become
available to provide services if the assets are sold; and reserves that hold timing diffsrences shown in the Movement in
Reserves Statement line ‘Adjustments between accounting basis and funding basis under regulations’.

31-Mar-12 Note 31-Mar-13
£000 £000

54,811  Property, Plant and Equipment 14 53,889
0 Investment Property V)
878  Intangible Assets 15 1,130
0 Assets Held for Sale (>1 yr) 0
0 Long-Term Investments 0
0 Long-Term Debtors 0
55,689 Long-Term Assets 55,019
30,128 Sheort-Term Investments 22 32,084
213  Inventories 17 222
16,211  Short-Term Debtors 18 14,719
5,012 Cash and Cash Equivalents 19 9,236
265 Assets Held for Sale (< 1 yr) 20 0
51,829 Current Assets 56,261
(648) Short-Term Borrowing 22 (642)
(465) Other Short-Term Liabilities 26 (249)
(15,076) Short-Term Creditors 21 (16,760)
694) Short-Term Provisions 27 (422)
(16.883) Current Liabilities (18,073)
0 Long-Term Creditors 0
(5468) Long-Term Provisions 27 (648)
{8,106} Long-Term Borrowing 22 {7,560)
(1,425,099) Other Long-Term Liabilities 11/26 (1,692,930)
0 Donated Assets Account 0
(5) Capital Grants Receipts in Advance 7 47)
{1,434,656) Long-Term Liabilities (1,701,185)
{1,344,021) Net Assets/(Liabilities) (1,607,978)
46,726 Usable Reserves 29 50,325
(1,390,747)  Unusable Reserves 30 (1,658,303)
(1,344,021) Total Reserves (1,607,978)

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13

26






(846°209°t) [lcoc'ese’t) [sze'os §9Z'L 0 08l'se 002t PIeMIo) palIED £10Z Y2Je L€ Je se aduejeq
(266°¢9z) {ocs'z0z) [ees'e 9Ll 0 tZ8'C 0 e, uj (asea1dag) Jo asessou)
(028'102) (oz9'002) |{002'L) {ooz't) 0 £28°'2 (eza'z) $RAI9SEY pajEULET WO, 10 0) S1BjSUR
{180'z9) (988'99) 66L¥ 9:6°L 0 o £28'7 S8AIaSIY payIeLLIE] O SIIJSURL] 8JOJIY ISREISE( | ISLIIOU| ION
0 (o8g‘0n) 98899 916°s 0 0 0L6'¥O siseq Bujpuny pue sjseq Bugunosae usamiag sluswysnipy €0
0 {rzv) ¥er vy slyeusq sakojdwe 1o} safiieys -
0 0 0 0 199p 40 Wwawdedss 10} uoisiacid ABjunjoa Auy -
0 isg'e (268'¢) (168°c) aduejeg 8aasay [18USS) ay) o) pableyd aunypuadxs (epder -
0 940'L (9201} (9201) 199p Jo Juswieda: Joj uoisiold Aloynels -
0 0 0 uone(nBas yw SOUEPIOIOE Ui SAISSEY |EISUSC) BY) 0] USHE] JUNOLLE BU) Wo)
0 (c6) £6 £6 Ua13)1P SI SO U Ul PAPNISUI SWOIU] XE) JIOUNCD YDIysm AQ JUnowny -
0 0 0 aweyas uoisuad 8y} 13pun anp SUOKNYLIUCD BL Woly Jualaylp aue (5LSY|)
0 (g81£'59) g1£'go gLe'se BP9 BUY) YIIM SOUBPICIOE Ul Paje(noles 51509 uoisusd yoiym Aq Junoury -
0 (zat) F4:] zol $]9SSE JUALNI-UCU {0 B|ES UO SSO| 4o IR Jop -
0 0 0 0 ajnjels Japun [eudes wouy papuni ainjipuadxy anuaaay -
0 0 0 916'1 (916'L) S31D 2y} 01 palipars suokNqUIued pue suelb |eydey -
4] (6#¥) oFt 5144 $19$SE JUBLND-UOU JO LONBNBADY -
0 (eL¢'6) £L€'S £I8°G $198SE JUaLNg-UoU Jo Jusuuedw| pue uojepaidag -
suone|nBas Jepun siseq Bupun) pue siseq Bugunoooe usamiaq sluswIsnpy
(£80°29) 0 (480'z9) |0 0 0 {280'29) ainypuadx3 pue awoau) aaisueyaidwos jejo)
0 0 1] 0 0 [¥] 0 aunjpuadxs pue awooul saisuayaIdWED JBYID
(280°29) 0 (28029} o 0 0 {280'29) (siseq Bupunoaoe) sealaies Jo uoisiaold auy) uo (Houep) Jo sniling
(lzowrel) [(ivsiose")) [ozi'ov 68v'9 0 1£6'0¢ 00g'e ZIOZ YoJel L€ 12 se soueeq
0g (14 62 82 S)0N
0003 0003 0003 0003 000F 0003 0003
junosay aAlasay

saAesay | pojiddeun | sidjeoay soauejeg

SaAlesay soAlasay ajgesn JuRIDy [enden SaAlaSIY aAlasay

2101 ejqesnuf |ejol [eyden a|qesn pa)Jeuley |eJauacy

‘Jauoissiwon/dnous) ay) Aq usepepun

S2AISEI PSYIBWIES UIOY 1O 0] SJ8jSUEl) AIBUOKIOSIP AU al0jeq BOUERY SAISSSY (21aUsD) AICINIEIS BU} SMOUS BUI| SIAISAY PMEULIET O} SISSUBL] a10jeq 2SBIUDI(]/ SSL8IoUL IO,

syL ‘Bumes xe] |I2UNOY) 10} sIuE|Eg BAIISSY [BIaUSE) By 0) peBieys 99 0) paunbal SJUNoWE AICINIE)S BY) WaJp USIaYp 318 859y] UaWle]S aunppuadx] pue swosu| aasuayaidiuon
Ll LAOLS SI1E LOIUM JO S|IBJ2P Siow 'Se0jAies S sunissiwwog/dnois) eyl Bupiacid Jo 1500 J1LIOUCTD BN} BL) SMOYS aul| SSOIAISS JO UCISIACIY BY) uo (yoyag) Jo smiding, au | “SBUOISSIWIWIOY
SR Jof WaLLSE]S BfBledas OU S| 313U} SJUSLISAOL JBLOISSILILICY PUE dNoID 8yl US3MIS] UOROLISID OU SI 2Jay] SY "SSAISSA) B|qBSIUN, pUE {uonexe) |eoo| 3anpai Jo sunppuedxs

puny o} paijdde 8q ueo Jeu} 350U) a1) SAIBS8l SIGESN, Ojul pashleug “ouasSIWWOD/dnoIs auy) Aq PleY SeAlasal JUSIAYIP a4} UG JBBA BU) U] JUSWAAOLY 3U}) SMOYS JUIWSIEIS SIY|

EHZLOZ dNOYO IDd ANV D3d FHL ¥Od INIWILVLS SIANIASIYH NI LNTWIAOW

27

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13






(zo'sve’))  [(zw206e’L) [ozi'ov 6870 0 1£6'9¢ 00E't Pleauoy paLued ZLOZ Y2JeI LE Je se 2duejeg
{gos'98} {zez'ze) #2566 6zt 0 S6LS 0 e, i (aseesdeq) Jo aseasou|
(858°'12) (£66'61) (Log'L) {1o8°L) 0 G6L'S {561'5) $9AISaY PAIeweT WOy Io 0) SIajSuel |
(0s8'vo) (sczze) 11 0612 0 0 S6L°G S9Ala%eY payJellles 0} S13jSURl] BI0jaq BSeaId8( [ ASLAIOU| JON
0 (sez'zL) S£T'TL 0617 0 0 S¥0'0L siseq Bujpuny pue siseq Bupunosoe usamag sUsURSHIPY [BIOL
] £L0°L eLo'L) (g101) slsuaq sakojdws Joy sabieyn -
0 0 0 0 19ap jo JuawAeds. 1o} uoisiacsd Alejunjoa Auy -
0 Pov'y (¥ar'y) (rav'y) souBjey BAISSAY [BI18UBL) ay) o pableys ainypuedxe [eyden -
0 ZOE'} (zog'1) {zoe'L) 192p jo wawdedai 10 uoisiao.d foes -
o 0 0 uohe|nfias yum 80UBPIOIOER Ul SAIBSTY |BIBLISL) BY) O} US)E) JUNOLUE Sy} WoJ)
0 (e5) €5 £5 JUJ3YIP S1 §J|D S} LI PAPNJIUI SLODU| XE] [IDUNGD YDIym A JUNoWy -
o 0 0 3Wayos uoisuad 8y} Jepun anp SUCHNGUILCD SUl WO JUSIBYIP 21 (1S
o (L6b°22) 16¥'TL 18¥'zs 8poD 8] YIM SIUEPIOIIE U| PaJEnoled §1S00 uoisuad YoIym AQ Junowry -
0 (Z1€) Zle zie $)5SSE JUALING-UOU JO B|ES U0 $50| J0 LIEb 1o -
0 (L) L z 2)MES Japun [e)des WoJy pspuny aInypuadxg anuasey -
0 0 0 08L'T (061'2) S3ID 84} 0} paupald suonnguUuea pue sjuelb [endes -
0 {208} 205 208 $]ASSE JUSLIND-UOU JO UDIEN[BADY -
0 {ase'c) 950's 859'G S)9SSE JUalNJ-uou Jo Jsuledw) pue uonepaida( -
suonenGal Japun siseq Buipuny pue siseq Sujunoooe usamjaq syuaunsnipy
{058'r9) 0 {osg'v9) |0 0 0 (058'v9) aimpuadx3 pue swoou| sajsuaysadwio?) jejo)
0 0 0 0 0 0 0 aunjpuadyxs pus awooul saisusYaIdwos Jayn
{0s8'vo) 0 (osg've) o 0 0 (0s8°¥9) {siseq Bugunoooe) sa01uss Jo uoisiacud sy} uo (Joysp) Jo sniding
eig'zsz’t)  [leis'sez’y) [zoz'ie 09l'9 0 ZrLie 0ot'e LLOZ Y24el Lt J8 se sduejeqg
0€ B2 [:14 8jo0N
0003 0003 0003 000% 000F 0003 000%
junoay aAlessy

saAlessy | pojddeun | sydisoay oaueeqg

S53AI0S9Y SaAIDSIY ajqesn ueln jeden SoAIISDY anesay

ol ajqesnun jejol Eden ajqesn peysewsey | Jeiauas

20Npal 10 ainyipuadxe puny o) pajdde aq ueD JBY) SSOUY) 31) SAAIESS) BIqESN, OJU) pSA[RUER

'dnosg) ay) Aq uayeMSpUN SaAISSA)

P&IBLLIES WOY JO 0} SIajsuey) ABUORBIISIP AUB BI0JSY S0UBJET BAISSAY (RISUSS) AIOJMEIS By} SMOUS aUl| ,SBAISSE)Y PeXIEULET O} S19)SUBl] BJ0Jeq 9SBAIDS(]/ aseaIy jeN, eyl 'Bumss
XEL [1ounar) Jo} soukjeq sA1esay |BJSUSD ay) 0} pafiueyo aq o) peunbai SJUNGLIE AIGINJESS BU) L0 JUAIAMIP SIE 898y | ‘JUSLUAJEIS alnypuedx PUE Bwoou| aaisuays1dwon Uj UMoYys
3JB LIy JO S|IE13P 2.10W ‘S801AIS $,dnoigy sy} Buipiacid §0 1503 JWoU0DE aNJ) aU} SMoys SU)| SBIJAISS JO LDISIADIY AU UG (Joyaq) 1o sniding, 8y ‘Seaesal Jayjo pue (uoyexe) |eag|
‘dnaug) syl Aq play SSAIESSI JUSIYIP SUY) U0 JESA U U] JUSWISAOW 9U) SMOUS JUBLLIBIE)S Siy |

ZHILHOZ LNIWILVLS SIAYASIY Ni LNIWIAOW

28

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13






CASHFLOW FOR THE PCC AND PCC GROUP

The Cash Flow Staternent shows the changes in cash and cash equivalents of the Group and Commissioner during the reporting peried. As there is no distinction
between the Group and the Commissioner movemaents there is no separate statement for the Commissioner, The statement shows how the Group generates and
uses cash and cash equivalents by classifying cash flows as operating, investing and financing activities. The amount of net cash flows arising from operating
activities is a key indicator of the extent to which the operations of the Group are funded by way of taxation and grant income or from the recipients of services
provided by the Group. Investing activities rapresent the extent to which cash outflows have been made for resources which are intended to contribute to the
Group's future service delivery. Cash flows arising from financing activities are useful in predlicting claims on future cash flows by providers of capital (ie
borrowing} to the Group.

31-Mar-12 31-Mar-13

£'000 £'000
Note

64,850 Net {Surplus) or Deficit on the Provision of Services

Adjust Net (Surplus} or Deficit on the Provision of Services for Non-cash Movements

{5,261) Depreciation of Non-Current Assets
(507) Impairment and Downward Valuations of Non-Current Assets
(397) Amorlisation of Intangible Assets
1] Amortisation of Governmant Grant and Gther Contributions
o Increase in Impairment Provisions for Bad Debts
482 {increase)/Decrease in Creditors
3,514 Increasel/{Decrease) in Debtors
(5) Increase/{Decrease) in Inventories
(72,497} Pension Liability
(312) Carrying Amount of Non-Current Assets Sold
666 Contributions o Provisions
0 Other Non-Cash Items Charged to the Net Surplus or Deficit on the Provision of Services
{74,317)

Adjust for ltems Included in the Net Surplus or Deficit on the Provision of Services that are Investing
and Financing actlvities

0 Purchase of Short-Term and Long-Term Investments

o] Proceeds from Shornt-Term and Long-Term Investments
2,385 Proceeds from the Sale of Property, Plant and Equipment, investment Property. Capital Grants.
2,385

{7,082) Net Cash Flows from Operating Activities

Investing Activities

6,043 Purchase of Property, Plant and Equipment, Investment Property and Intangible Assets
4,501 Purchase of Short-Term and Long-Term Investments
0 Other Payments for Investing Activities
0 Proceeds from the Sale of Property, Plant and Equipment, Investment Property and Intangible Assets
(2,248) Capitai Grants and contributions
0 Proceeds from Short-Temn and Long-Term Investments
0 Other Receipts from investing Activities
8,296 Net Cash Flows from Investing Activities
Financing Activities
0 Cash Recelpts of Short and Long-Term Borrowing
1] Other Receipts from Financing Activities
671 Cash Payments for the Reduction of the Outstanding Liability Relating to a Finance Lease
552 Repayments of Short and Long-Term Borrowing
1,223 Net Cash Flows from Financing Activities

2,437 Net {Increase) or Decrease in Cash and Cash Equivalents

7,449 Cash and Cash Equivalents at the Beginning of the Reporting Period 19
5,012 Cash and Cash Equivalents at the End of the Reporting Pariod 19

The Cashflow Statemant has been presented using the Indirect Method.
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Notes to the Financial Statements for the PCC and PCC Group

Note 1 The creation of the new Police and Crime Commissioner for Derbyshire (PCC)

Introduction

Following the Police Reform and Social Responsibility Act 2011 (The Act), the Derbyshire
Police Authority (DPA) was replaced on 22 November 2012 with two ‘corporation sole’ bodies,
the Police and Crime Commissioner for Derbyshire and the Chief Constable. It is the
Government’s intention that the reforms under the Act will be phased over a period of several
years. These financial statements for 2012/13 will be the first to show the financial positions of
the Commissioner and the PCC Group following cessation of the DPA on 21 November 2012.

Basis of transition

The transition has been accounted for in line with the CIPFA Code of Practice for Local
Authority Accounting 2012/13 which advises that a transfer of functions in full from the
responsibility of one authority {(or other public sector body)} to another is required to be
accounted for using the principles that apply to group reorganisations. Merger accounting
should be applied where the entity in which the interest has been acquired was 100% in public
sector ownership both before and after acquisition. The establishment of the police bodies has
been accounted for using merger accounting as per FRS 8 Acquisitions and Mergers.
Following this approach the resulis have been brought into the financial statements of the
Commissioner, from the beginning of the year that the transfer occurred. In effect the
allocation of costs to the Commissioner is accounted for as taking place on 1 April 2012 and
the financial statements for the Commissioner and the PCC Group covers the entire 12
months to 31 March 2013. Comparators are shown for the Group for 2011/12. A note is
included on page 43 which summarises the assets and liabilities transferred from the DPA to
the Commissioner which is deermed to be the successor body.

Accounting principles

The accounting recognition of assets, liabilities and reserves during the first period of
transition, reflect the powers and responsibilities of the Commissioner as designated by the
Police Reform and Social Responsibility Act 2011 and the Home Office Financial Management
Code of Practice for the Police Service, England and Wales 2012. This accounting treatment
is also underpinned by the relationships as defined by local regulations, local agreement and
practice. On 22 November 2012 the assets, liabilities and reserves of the DPA were
transferred directly to the Commissioner and during this first phase of transition they remain
under the Commissioner's control. Statutory and local arrangements determine that the
Commissioner holds all the assets, liabilities and the reserves and is responsible for the police
pension liability. All payments for the Group are made by the Commissioner from the Police
fund and all income and funding is received by the Commissioner. The Commissioner has the
responsibility for managing the financial relationships with third parties and has legal
responsibilities for discharging the contractual terms and conditions of suppliers.

The Intemational Accounting Standards Board (IASB) Framework states that assets, liabilities
and reserves should be recognised when it is probable that any ‘future’ benefit associated with
the item will flow to, or from the entity. Based on the statutory responsibilities and local
arrangements within which the Commissioner operates in conjunction with the IASB guidance,
it has been deemed that ‘all the assets, liabilities and reserves are recognised on the
Commissioner's Balance Sheet and consequently there is a single Balance Sheet at 31 March
2013 and single Movement In Reserves Statement and Cash Flow Statement for the year
representing both the Commissioner and the PCC Group during the first phase of fransition.
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Accounting treatment

The table below shows the movement through an intra-group account within the respective
Balance Sheets during the 2012/13. The reader can see that there were no outstanding intra-
group balances at year end, as the Commissioner paid for all the financial resources
consumed at the request of the Chief Constable and an intra-group adjustment was made to
offset the Chief Constable’s consumption of resources. Corresponding accounting entries in
the Commissioner's Comprehensive Income and Expenditure Statement (CIES) and Chief
Constable Operating Cost Statement {(OCS) can be seen in the financial statement on page
25.

Note 2

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13

Intra-group balances 2012/13 PCC Chief Group
Constable
£'000 £'000 £'000

Opening balance as at 1 April 2012 0 0 0
Commissioner Resources consumed at the request of the Chief | {192,920} 192,920 0
Constable

Commissioner intra-group adjustment 192,920 (192,920) 0
Closing balance as at the 31 March 2013 0 0 0

The 2012/13 CIES for the Commissioner and the Group are also identical at ‘summary level'.
This is because the ‘net cost of policing’ sub-total within the Commissioner's CIES includes not
only the cost of administering the Office of the Commissioner itself, but also payment for the
Commissioner's resources consumed at the request of the Chief Constable. The decision to
account for this expenditure within the Commissioner's ‘net cost of policing services’ is in
accordance with the Service Reporting Code of Practice (SeRCOP) definition of total cost of
services. In contrast in the Chief Constable OCS, the net cost of policing is nil for 2012/13 as
the ‘resources consumed at the request of the Chief Constable’ are completely offset by the
intra-group adjustment.

Comprehensive Income and Expenditure Statement

The Comprehensive Income and Expenditure Statement has been prepared using the service
expenditure analysis for Police Services as detailed in the SeRCOP.

The following table is intended to aid the reader in understanding where the money is spent
and in making comparisons between Forces in terms of the type of expenditure incurred.

Group Commissioner Chief Group
Constable
201112 201213 2012113 | 2012113
£000 Expenditure £'000 £'000 £000
85,537 Police Pay & Allowances 0 85,381 85,381
42,135 Police Staff Pay & Allowances 404 41,347 41,751
213 Other Pay and allowances 0 228 228
756 Other Employee Expenses 1 643 644
30,430 Police Pensions {Cumrent Cost) 0 30,130 30,130
7,041 Premises 0 7,794 7,794
4,222 Transport 13 4,572 4,585
13,813 Supplies & Services 464 13,519 13,983
2,884 Agency & Contracted Services 0 3,522 3,522
0 Central, Departmental & Technical 0 0 0
Support
5,611 Depreciation & Debt Financing 0 5,328 5,328
507 Impaiments/Revaluations 449 0 448
7 Revenue Expenditure Funded from 0 G 0
Capital under Statute
257 Non Distributed Costs 0 456 456
193,413 Gross Operating Expenditure 1,331 192,920 | 194,251
{19,568) Income from feesf/charges and (20,416) 0 | (20,416)
Special Government Grant
173,845 Cost of Policing Servicas {19,085) | 192,920 | 173,835

31



Note 3 Leases

Commissioner as L essee — Operating Leases
Eguipment

The Commissioner has a contract for Hired Photocopiers which was renewed in October 2011
for three years. In 2012/13, £127,837 was spent on rental payments (£76,528 in 2011/12). The
high figure in 2012/13 includes some backdated payments from when the contract started in
2011. The Commissioner also makes rental payments for Livescan units (an electronic system
for taking fingerprints), this was originally piloted at Ripley custody unit and was rolled out
across the Force under a five year contract. In 2012/13 £81,660 was spent on rental payments
(£81,660 in 2011/12).

As at 31%' March 2013, outstanding commitments in respect of Equipment leases were: -

£'000
Within 12 Months 179
Later than 1 year and not later than 5 years 718

Land and Buildings

The Commissioner leases a number of buildings, which have been accounted for as an
operating lease. In 2012/13, £584,755 was paid for the lease of land and buildings (£561,063
in 2011/12). The majority of these leases are less than £10,000 per annum.

As at 31* March 2013, outstanding commitments in respect of property leases were; -

£000
Within 12 Months 560
Later than 1 year and not later than 5 years 1,697
More than 5 years 2,615

Commissioner as Lessor — Operating Leases

The Commissioner acts as lessor for a number of offices and rent received for these
properties in 2012/13 was £415 (£1,983 in 2011/12). A further £78,206 was received for mast
rental in 2012/13 (£191,850 in 2011/12).

Commissioner as Lessee and Lessor — Finance Leases

The Commissicner has no Finance Leases.

Note 4 Members’ Remuneration

The Authority paid the following amounts to its members during the year:

201112 2012/13
£000 £000
Allowances (inc NI} 230 144
Expenses 12 6
Total 242 150

The payments in 2012/13 are until the 21 November 2012, the date the Police Authority
ceased to be.
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Note 5 Officers Remuneration

The table below provides disclosure of the remuneration of Senior Officers and relevant Police
Officers whose salary is more than £50,000 or more per year.

Remuneration is all amounts paid to or receivable by a person, and includes sums due by way
of expenses allowance (so far as those sums are chargeable to United Kingdom income tax),
and the estimated money value of any other benefits received by an employee otherwise than

in cash.
Post Holder Note Total Salary Allowances Other Benefits | Employer Total
information Remuneration £ £ payments in kind pension Remuneration
201112 £ £ £ 201213
£ £

Chief Constable (CC) 1,3 175,089 159,987 11,875 1,045 4,723 177,630
Deputy CC 3 128,940 114,771 9,735 1,045 4,258 129,809
Deputy CC 2 152,168 114,771 4935 1,045 3,240 27,774 151,765
Collaboration
Assistant CC Crime 134,629 97,123 4,933 420 476 21,948 124,900
and Territorial
Policing
Assistant CC 142,334 105,849 10,718 1,045 2,809 25,615 146,036
Operational Support
Assistant CC Special 4 139,694 107,942 8,665 1,045 505 18,663 136,820
Branch (secondment)
Director of Finance 113,023 90,429 7,000 1,045 14,559 113,033
Chief Executive / 5 84,477 83,498 13,444 96,942
Treasurer to Police
Authority / PCC
interim Chief 6 40,433 11,667 11,667
Executive
PCC Commissioner 7 26,875 4,327 31,202
PCC Deputy 8 9,375 1,509 10,884
Commissioner

Note 1 - As the total remuneration for 201213 has exceeded £150k the regulations require that Mr M Creedon

be named.

Note 2 - As the total remuneration for 2012/13 has exceeded £150k the regulations require that Mr P Goodman

be named.

Note 3 - The Chief Constable & Deputy Chief Constable have opted out of the Police Officors Panslon scheme.
Note 4 - ACC Special Branch is a secondment to ACPO TAM and costs are fully recovered.
Note 5 - This role was combined as follows :-

Chief Executive & Treasurer to the Police Authority between 01/04/12 and 31/07M2
Chief Executive to the Police Authority between 01/08/12 and 31/01/13
Treasurer to the Police and Crime Commissioner between 01/02/13 and 31/03/13

Note 8 — The 201112 figure is for the previous Chief Executive who resigned on the 31/08/11. The interim Chief
Executive commenced on 01/02/113
Note 7 - The Police and Crime Commissioner commenced on 22/1112
Note 8 - Deputy Police and Crime Commissioner commenced on 01/02/13

The disclosure below details salary of Police Staff and Senior Police Officers (over and above
the rank of Superintendent) receiving more than £50,000 remuneration for the year (excluding
employer's pension contributions). This excludes the officers shown in the above table.

Remuneration Band

No. Of Employees

No. Of Employees

201112 2012/13

£50,000 - £54,899 10 8
£55,000 - £59,999 0 2
£60,000 - £64,999 1 0
£65,000 - £69,999 1 1
£70,000 - £74,909 0 1
£75,000 - £79,999 1 3
£80,000 - £84,999 1 4
£85,000 - £89,999 6 3
£90,000 - £64,999 1 )

TOTAL 21 24
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Exit Packages

The total cost of £112,250 in the table below is the cost of exit packages that have been
agreed, accrued, and charged to the Group’'s Comprehensive Income and Expenditure
Statement in the current year. Included in the 2012/13 bandings are the cost of 15 exit

packages that were provided for in the previous years provision.

Exit package
ot Namberof | Numbar o cther | 100 Numberof | Total costof
e Year compulsory departures
special rodundancies agreed cost band In each band
payments) : £
£0- £20,000 201213 0 13 13 £91,274
2011/12 1 13 14 £144,289
£20,000 - 2012113 1 3 4 £110,716
£40,000 2011112 Q 8 8 £231,791
£40,001 - 201213 1] 1 1 £41,798
£60,000 201112 0 1 1 £51,729
£60,001 - 201213 0 0 0 £0
£80,000 201112 0 1 1 £60,356
£80,001 - 2012/13 4] 1 1 £81,200
£100,000 2011/12 0 1 1 £82,693
£100,000 - 2012/13 0 0 0 £0
£1560,000 2011/12 0 1 1 £116,451
Sub Total 2012/13 1 18 19 £324,987
Less Amount
met from
previous years
provislon
1 14 15 £212,737
Total 2012/13 0 4 4 £112,250
201112 1 25 26 £687,309
Note 6 External Audit Fees
Fees in relation to external audit are as follows: -
201112 2012113
£'000 £000
Fees payable PCC and PCC Group 75.9 46.0
Fees payable Chief Constable - 20.0
TOTAL 75.9 66.0
34
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Note 7 Grant Income

The Commissioner credited the following grants, contributions and donations to the

Comprehensive Income and Expenditure Statement.

GRANTS, CONTRIBUTIONS AND DONATIONS 201112 201213
£'000 £'000
DCLG Grants
Private Finance Initiative — llkeston 348 348
Private Finance Initiative — Derby 2,387 2,387
Council Tax Freeze Grant * 1,354 0
Council Tax Localisation Grant 0 27
4,089 2,762
Home Office Grants
Neighbourhood Poiicing Grant 3,681 3,658
East Midlands Counter-Temrorism Intelligence Unit 4,346 4,840
East Midlands Counter-Terrorism Intelligence Unit — Live Ex 2011 321 0
Safety Camera Project and Road Safety 272 144
Loan Charges Grant 5 4
Grant towards specific operations 47 3
Football Policing Initiative 25 20
Special Branch — Prison Intelligence Officer 56 55
Specials Co-ordinator 3 0
Financial Investigation Doctrine Pilot 195 144
Channel Project 80 176
Security Grant 263 282
Prevent funding 315 354
Radio Frequency Survey Grant 0 24
Proceeds of Crime Act Simulation Monitering 40 0
Other Home Office Grants 10 1
Criminal Justice Board & No Witness No Justice 10 23
Criminal Justice Board — Custodial Health 0 37
Big Lottery Fund 0 86
Youth Crime and Substance Misuse Prevention Grant ¢ 87
Criminal Record Bureau 0 541
Regional Grants — EMSOU 385 382
Total Grants 14,143 13,651
Contributions and Donations 821 2,851
Total Grants, Contributions and donations 14,964 16,502

* The council tax freeze grant was incorporated into the Non Domestic Rates Income from 2012/13

The Commissioner has received a number of grants related to capital expenditure that have
yet to be recognised as income as they have conditions attached to them that will require the
monies or property to be returned to the source of the funds if the conditions are not met.
These amounts are held within the Capital Grants Receipts in Advance Account and are as

follows:
Capital Grants and Receipts in Advance 2011112 2012113
£000 £000
CTIU Grant 5 47
Total 5 47

The Police & Magistrates Court Act 1994 permits the Commissioner to accept gifts of money,
and gifts or loans of other property. This can supplement Policing Activities. In accordance
with the Financial Management Code of Practice a Register of such items is maintained. In

2012/13 the amount ‘gifted” under this scheme was £1,400 compared to £7,300 for 2011/12.
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Note 8 Jointly Controlled Operations

East Midlands Jointly Controlled Operations

The Commissioner has enterad 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.

The following table show the accounts for all the JCO'S and the balances attributable to
Derbyshire.

Restated 31 March 2013
31 March 2012
Jointly Derbyshire | Comprehensive Income and Jointly Derbyshire
Controlled Police Expenditure Statement Controlled Police
Operations Operations
£'000 £'000 £000 £'000
6,288 1,489 Employees’ Expenses 16,329 4,112
872 192 Premises 1,013 227
408 92 Transport 854 201
1.376 318 Supplies and Services 2,795 655
21 AT Agency and contracted Services 111 25
3z3 71 Capital Charges 289 66
9,478 2,210 Gross Operating Expenditure 21,401 5,286
(177} (58) Other Income (386} {105)
33 7 Profit and loss on disposal of 1) 0
Fixed Assets
9,334 2,159 Net Operating Expenditure 21,014 5,181
Financed by:-
(7.746) (1.810) Contributions from Partners (19,593) (4,879)
{1,751) (385) External Grants (1,735) (382)
(40) {9) Capital Grants & Contributions 0 0
{203) {45) {Surplus} / Deficit for the year (314) (80)

The comparators figures have been restated in 2011/12 to reflect all Jointly Controlled QOperations,
EMSOU TSU and EM Legal Services were shown separately last year. Alsc EM Legal Services was
shown as a single line in last years accounts, last years figure has now been split over the different
expenditure and income heads.

The JCO's to which the Commissioner contributes cover a number of operational and support
areas. Details of these are set out in the table below (Where reference is made to ‘all 5 forces’
this means Derbyshire, Leicestershire, Lincolnshire, Northamptonshire and Nottinghamshire)

Jointly Controlled Activity Participants | Commenced | Derbys Gross Total | {Surplu
Operation % Exp | Income s}/
£000 £'000 Deficit
EM SOU - 8S0OC Specialist All 5 forces Jan 2003 22.0 2,152 (2,167) (15)
Operations
EMSOU Major Crime — Co-ordination of All 5 forces Sept 2011 22.0 293 {291} 2
Command Team Major Crime
investigations
EMSOU TSU Technical All 5 forces July 2011 220 406 (452) (46)
Surveillance
EMSOU Forensics Forensic analysis Derbys, April 2012 354 894 (928) (34)
and identification Lincs, Notts
EM Legal Services Specialist Legal Derbys, See note 1 33.2 282 {279) 3
advice and services, | Leics, below
incl insurance Northants,
Notts
EM CHRS — Leamning & | Co-ordination of Derbys, April 2012 252 656 (649) 7
Development regional training Lincs, Leics,
provision Notts
EM CHRS — Occupational Heaith | All 5 forces April 2012 22.0 380 {378) 2
Occupational Health Services
EM Strategic Procurement and Derbys, Sept 2012 30.3 223 (222) 1
Commercial Unit contract services Northants,
Notts
Totals 5,286 {5,366) (80)

Note 1

Derbyshire and Nottinghamshire began collaborating on Legal

Services from July 2011.
Nerthamptonshire joined the collaboration in September 2012, and Leicestershire in November 2012. In
20123 each force met a share of the unit's operating costs and received a share of its income according
to the proportion of the year it was involved in the collaboration.
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Air Support Unit
The North Midlands Helicopter Support Unit (NMHSU) is based at Derbyshire’s Police

Headquarters. The unit is a consortium funded on a 50:50 split basis by Derbyshire &
Nottinghamshire forces. This is based on a set number of flying hours by each Force and in
both 2011/12 and 2012/13, neither Force flew excess hours. The Derbyshire contribution for
201213 amounted to £0.517m.

North Midlands Helicopter Support Unit Statement of Accounts
£000 £'000
201112 Expenditure 201213

3 Employee Related Expenditure 0
27 Premises 26
652 Transport Related Expenses 659
337 Supplies & Services 342
47 Capital Financing Costs 45
1,066 1,072
Less Income
- Sponsarship -
{30) Other {38)
(30) (38)
1,036 Net Expenditure 1,034
Funded By:
518 Derbyshire Constabulary 517
518 Nottinghamshire Constabulary 517
1,036 1,034

Note 9 Related Party Transactions

The Commissioner is required to disclose material transactions with related parties — bodies or
individuals that have the potential to control or influence the Commissioner or to be controlled
or influenced by the Commissioner.

Disclosure of these transactions allows readers to assess the extent to which the
Commissioner might have been constrained in its ability to operate independently or might
have secured the ability to limit another party's ability to bargain freely with the Commissioner.

Central Government

Central Government has effective control over the general ocperations of the Commissioner — it
is responsible for providing the statutory framework within which the Commissioner operates,
provides the majority of its funding in the form of grants and prescribes the terms of many of
the transactions that the Commissioner has with other parties {eg council tax bills). Grants
received from government departments are summarised below:

Central Government Receipts
£'000
Revenue Support Grant 847
Council Tax Freeze Grant (2012/13 only) 1,632
Non Domestic rate income 43,689
Poiice Grant 65,039
Pensions Grant 14,221
Other Government Grant (see note 7} 13,651

Members, Commissioner and officers

Up until the 21 November 2012, members of the Authority had direct control over the
Authority’s financial and operating poiicies. The total of members’ allowances paid in 2012/13
is shown in Note 4. Members declare any interests which are recorded in the Register of
Members’ Interest. From 22 November 2012 the Commissioner and his office has the direct
control.

Certain senior officers might also be in a position to influence significantly the policies.

No related party transactions have been identified following the consuliation with members,
the Commissioner and relevant officers.

Other Public Bodies

The Commissioner participates in Jointly Controlled Operations with other East Midlands
Commissioners. The transactions have been disclosed elsewhere within the notes to the
accounts.
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In addition to the above, the Commissioner also has transactions during the year with other
Local Authorities and Public Bodies. The material transactions are shown below:

Payments Receipts
£'000 £000
Local Authority Precepts
Precepts and surpluses {including accruals) 54,440
Local Authorities
Derbyshire County Council 1,517 419
Derby City Council 596 56

Note 10 Accounting for Pension Costs (a)

As part of the terms and conditions of employment of its officers and other employees, the
Commissioner offers post-employment (retirement) benefits. Although these benefits wiil not
actually be payable until employees retire, the Commissioner has a commitment to make
payments which needs to be disclosed at the time that employees eam their future
entitlement.

The Commissioner participates in two post-employment schemes: -

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13

The Local Government Pensioin Scheme (LGPS) for police staff is a defined benefit
scheme. It is & funded scheme which is administered by Derbyshire County Council.
Pensions and other retirement benefits which are based on final salaries are paid from the
fund. Employers and employees make regular contributions into the fund so that the
liabilities are paid for evenly over the employment period.

Actuarial valuations of the fund are undertaken every three years to determine the
contribution rates needed to meet its liabilities. A valuation was undertaken during
2010/11 for the period commencing 1 April 2011 and the next valuation will be in 2013/14
for the period commencing 1 April 2014.

The 2012/13 employer contribution of £5.337m consisted of £5.194m in ‘regular
contributions representing 16.1% of gross pay and £0.143m in additional one-off
contributions towards early retirements. This is in line with pension costs necessary to be
provided in accordance with |1AS19 “Employee Benefits”.

In addition to contributions to the Pension fund the Commissioner is responsible for
compensation payments in the form of "added years” awarded on premature retfrement.
In 2012/13 these amounted to £0.035m.

Further information can be found in the County Council's Pension Fund Statement of
Accounts, which is available upon request from Derbyshire County Council.

The Police Pension Scheme for police officers is an unfunded single employer defined
benefit scheme. This means it provides pensions and other retirement benefits for police
officers based on final salaries but there are no investment assets built up to meet the
pensions liabilities. Two schemes are operated. The 1987 Police Pension Scheme is
based on a maximum pensionable service of 30 years, whilst the 2006 New Police
Pension Scheme (effective for police officers commencing from April 2006 onwards) is
based on a maximum pensionable service of 35 years.

From April 2006 the method of financing Police Officers pensions changed. A new
Pensions Account was set up from this date. Officers’ contributions and an employer's
contribution are paid into the pensions account from which pension payments are made.
The account is topped up each year by the Home Office if the contributions in that year
are insufficient to meet the cost of pensions paid. Any surplus is repaid to the Home
Office.

For 2012/13 a Top up grant of £14.221m was received from the Home Office and the
employer's contributions to the account amounted to £16.914m representing 24.2% of
pensionable salary. The rate from 1 April 2013 is again 24.2% and this will be reviewed
by the Government Actuary's Department during 2013/14 for the period commencing 1
April 2014, In addition, payments were made into the Pensions Fund Account totalling
£0.731m to reimburse the costs of benefits becoming payable early due to il-health
retirement. Injury-related payments amounted to £1.906m and these were paid from the
Comprehensive Income and Expenditure Account. The Pensions Fund Account is
shown on page 60.
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Transactions relating to post-employment benefits (b}

Under IAS 19 we recognise the cost of retirement benefits in the Net Cost of Services when
they are eamed by employees, rather than when the benefits are eventually paid as pensions.
However, the charge we are required to make against council tax is based on the cash
payable in the year, so the real cost of post employment/retirement benefits is reversed out of
the General Reserve via the Movement in Reserves Statement. The following transactions
have been made in the Comprehensive income and Expenditure Statement and the General
Reserve Balance via the Movement in Reserves Statements during the year: -

Local Government Pension Scheme 201112 201213
Comprehensive I&E Statement £'000 £'000
Cost of Services
= cumrent service cost * 5,173 5,506
¢  Non Distributed Costs - past service cost/(gain) 25 8
+  Non Distributed Costs - curtailments 182 388
Financing and Investment Income and Expenditure
e Interest cost 8,647 8,592
¢  Expected return on scheme assets (7,819) {6,863)
Total Post Employment Benefits Charged to the Surplus or 6,218 7,631
Deficit on the Provision of Services
Other Post Employment Benefits charged to the
Comprehensive Income and Expenditure Statement
e  Actuarial (gains) and losses 12,609 16,023
Total Post Employment Benefits Charged to the 18,827 23,654
Comprehensive Income and Expenditure Statement
Movement In Reserves Statement Expenditure
» Reversal of net charges for post employment benefils in {18,827) (23,654)
accordance with the code
Actual amount charged against the General Reserve Balance
for pensions in the year
¢ Employers’ contributions payable to scheme plus added 5,192 5,372
years
¢  Retirement benefits payable to pensioners - -
Police Pension Schemes 201112 201213
Comprehensive I&E Statement 1987 2006 Total 1987 2006 Total
scheme scheme scheme | scheme
Cost of Services £'000 £'000 £'000 £'000 £'000 £'000
s current service cost * 26,280 4,150 30,430 25,380 4,750 30,130
s  Non Distributed Costs - past 40 . 40 60 - 60
service cost/(gain)
Financing and Investment Income
and Expenditure
« |nterest cost 71,580 1,410 72,990 64,930 1,710 66,640
Total Post Employment Benefits 97,900 5,560 103,460 90,370 6,460 96,830
Charged to the Surplus or Deficit
on the Provislon of Services
Other Post Employment Benefits
charged to the Comprehensive
Income and Expenditure Statement
e Actuarial (gains) and losses 6,330 2,610 8,840 176,080 9,760 185,840
Total Post Employment Benefits 104,230 8,170 112,400 266,450 16,220 282,670
Charged to the Comprehensive
Income and Expenditure Statement
Movement in Reserves Statement
Expenditure
=  Reversal of net charges for post (104,230) {8,170) {112,400) | (266,450) | (16,220) | (282,670)
employment benefits in
accordance with the code
Actual amount charged against the
General Reserve Balance for
pensions in the year
s«  Employers' contributions payable 17,207 2,530 19,737 16,822 2,728 198,550
to scheme
= Retirement benefits payable to - - -
pensioners

*For the LGPS the current service cost is within the Police Staff Pay and Allowances figure in

note 2.
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The Cumrent Service Cost — which is the total increase in entittements eamed by existing
employees during the year - and the other gains and losses are affected by changes in the
key actuarial and financial assumptions used in projecting future pension entitlements (see
note 11c for assumptions used).

Firstly longevity assumptions for both current and future pensioners have changed compared
to those used in 2011/12.

Secondly, the ‘discount rate’ assumption has decreased compared to 2011/12 due to falling
yields on Government bonds. This has the effect of increasing the present value of future
pension payments. The actuarial gain on the assets of the Police Staff pension scheme reflect
improved investment returns experienced in 2012/13.

The past service costs in 2012/13 relate to commitments arising from previous early-
retirements.

The cumulative amount of actuarial gains/losses recognised in the Comprehensive Income
and Expenditure Statement from the beginning of 2002 to 31 March 2013 is a loss of £722m.

Note 11 Assets and Liabilities in relation to Post employment benefits (a)

Note 10 contains details of the Commissioner's participation in the Local Government
Pensions Scheme (administered by Derbyshire County Council) and the Police Pension
Scheme in providing Police staff and police officers with retirement benefits.

Reconciliation of the present value of the schemes’ liabilities is as follows:

Funded liabilities:
Local Government
Pension Scheme
£000
201112 201213
Opening Balance at 1 April {156,000) | (174,124)
Currant Service Cost (5.173) (5,506)
Interest on pension liabilities {8,647) (8.592)
Members Contributions {2,039) (2,009)
Past Service (Cost}/ Gain (25) {8)
Curtailments (192) (388)
Actuarial Gains and {Losses) (6,811) (26,067}
Benefits paid 4,763 5,100
Deficit as at 31 March {174,124) | (211,594)

Unfunded Llabilities:
Police Penslon Schemes 1987 and 2006
£000
201112 2012/13
1987 2006 Total 1987 2006 Total
scheme scheme scheme scheme
Opening Balance {1,259,180) (22,060) | (1,281,240) | (1,330,082) {31,570} | (1,361,652)
Current Service cost (26,280) {4,150) {30,430) (25,380) (4,750) {30,130)
Interest on pension liabilities (71,580) {1,410} (72,990} {64,930) {1,710) {66,640)
Members Contributions 33,328 (1.340) 31,988 35,472 {1,700) 33,772
Past Service {Cost) / Gain (40) - {40) (60) - {60)
Actuarial Gains / {Losses) (6,330) {2,610) (8,940) (176,080) (8,760) (185,840}
Deficit as at 31 March (1,330,082) {31,570) (1,361,652) (1,561,060} {49,490) (1,610,550)
Reconciliation of the fair value of the assets of the Local Government Pension Scheme: -
Local Government Local Government
Penslon Scheme Pension Schame
£'000 £000
201112 2012113

Opening balance at 1 April 119,003 123,492

Expected rate of return 7,819 6,863

Actuarial gains/({losses) on assets {5.798) 10,044

Contributicns by scheme participants 5,192 5,372

Member contributions 2,039 2,009

Benefits/transfers paid (4,763) {5,100)

Deficit as at 31 March 123,492 142,680
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The expected return on Scheme assets is determined by considering the expected returns
available on the assets underlying the current investment policy. Expected yields on fixed
investments are based on gross redemption yields as at the Balance Sheet date. Expected
retums on equity investments reflect long-term reai rates of retumn experienced in the
respective markets.

The actual return on scheme assets including expected return on plan assets in the year was
a gain of £16,907m (2011/12 a gain of £2.021m)

Scheme History (b)

2008/09 2009/10 2010M11 201112 2012113
£'000 £000 £'000 £000 £000

Present value of Liabilities
Local Government Pension
Scheme (103,489) {158,339) (156,000) {174,124) (211,594)
Police Pension Schemes (918,209) | (1,392,986) | (1,281,240) | (1,361,652) |  (1,610,550)
Fair value of assets
Local Govemnment Pension
Scheme 74,002 105,277 119,003 123,492 142,680
Surplus/{Deficit) in the
scheme
Local Government pension
scheme (29,487) (53,062) (36,997) {50,632) (68.914)
Police Pension Schemes {918,209) | (1,392,986) | (1,281,240) (1,361,652) {1,610,550)
Total (947,696) | (1,446,048) | (1,318,237) | (1,412,284) (1,679,464)

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13

The liabilities show the underlying long-term commitments that the Commissioner has to pay
for post-employment (retirement) benefits. The total liability of £1,679.464m has a substantial
impact on the net worth of the Commissioner as recorded in the balance sheet, resulting in a
negative overall balance of £1,607.978m. Some £1,610.550m of this overzall deficit relates to
the Police Pension Scheme, which is now a centrally funded scheme administered and
underwritten by HM Government. However, statutory arrangements for funding the deficit
mean that the financial position of the Commissioner remains stable:-

¢ the deficit on the local govermment scheme will be made good by contributions over the
remaining working life of employees (ie before payments fall due), as assessed by the
scheme actuary.

« As stated in note 10, the method of financing Police Officers pensions changed from April
2006. These changes, and the fact that the employer contribution rate will be assessed on
a regular basis to ensure that it accurately reflects the cost of the scheme, creates a more
stable environment for Police Officer pensions. The govemment implemented staged
increases to the rates of employee contributions over a 3-year period which began from 1
April 2012. |n addition, upcoming reforms to the scheme will mean that as from 2015
accrued benefits will be based on a retirement age of 60, which is later than currently.

The total contributions expected to be made to the Local Government Pension Scheme by the
Commissioner in the year to 31 March 2014 are £4.626m. Expected contributions for the
Police Pension Scheme in the year to 31 March 2014 are £36.265m.

Basis for estimating assets and liabilities (c)

Liabilities have been assessed on an actuarial basis using the projected unit credit method, an
estimate of the pensions that will be payable in future years dependent on assumptions about
mortality rates, salary rates etc. Under the projected unit method, the current service cost will
increase as the members of the scheme approach retirement for the local government and
police pension schemes.

The Police officer scheme has been assessed by the Government Actuary Department (GAD)
and the local govermment scheme has been assessed by Mercer Human Resource Consulting
Limited, an independent firm of actuaries - estimates for the County Council Fund being based
on the latest full valuation of the scheme as at 31 March 2010.
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The main assumptions used in their calculations have been: -

Local Government
Pension Scheme Police Pension Schemes
2011112 2012113 201112 201213
Long-term expected rate of return on % % % %
assets in the Scheme
Equities 7.0 7.0 nfa n/a
Government Bonds 31 28 nfa nfa
Other Bonds 4.1 39 nfa nfa
Property 6.0 57 nfa nfa
Cash/Liquidity 0.5 0.5 n/a nfa
Other 7.0 7.0 n/a nfa
Mortality assumptions: Years Years Years Years
Longevity at 65 for current pensioners:
Men 218 222 23.3 23.4
Women 244 24.8 25.7 25.8
Longevity at 65 for future pensioners
Men 23.2 24.0 256 257
Women 26.0 26.8 27.8 27.9
Financlal Assumptions % % % %
Rate of RPI inflation
Rate of CP! inflation 2.5 24 25 2.5
Rate of increase in salaries 4.3 4.2 4.7 A7
Rate of increase in pensions 25 2.4 2.5 25
Rate for discounting scheme liabilities 49 4.2 4.9 4.3
Take up option to convert annual pension
into retirement grant 50 50 nfa n/a

The Police Pension Scheme has no assets to cover its liabilities. Assets in the County Council
Pension Fund are valued at fair value, principally market value for investments, and consist of
the following categories, by proportion of the total assets held by the fund: -

31 March 31 March

2012 2013

% %

Equities 64.3 66.0
Government Bonds 16.7 15.0
Other Bonds 8.3 5.0
Property 54 5.0
Cash/liquidity 7.3 8.0
Other 1.0 1.0
Total 100.0 100.0

The market value of total fund assets was £2,840 million as at 31 December 2012 compared
to £2,548 million as at 31 December 2011.

Note 12 History of experience gains and losses

The actuarial losses identified as movements on the Pension Reserve can be analysed into
the following categories, measured as a percentage of assets or liabilities at 31 March, The
Code requires that comparisons be made for the previous 4 years.

Local Government Pension Scheme Movement in Reserves:

2008/09 | 200910 | 2010/11 | 201112 | 2012/13
% % % % %
Differences between the
expected and actual returns
on assets 285 20.6 2.0 4.7 7.0
Actuarial gains and losses
on liabilities 30.0 28.0 4.7 39 12.3

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13
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The actual investment returns on fund assets during 2012/13 compared to those expected at the start of
the year created a gain of £10.044m. The scheme’s liabilities at the end of 2012/13 were valued using
different actuarial assumptions than at the end of 2011/12. This created a loss of £26.067m.

Poalice Pension Scheme Movement in Reserves:

2008/09 | 2009M0 | 2010111 | 2011M2 | 2012113
% % % % %
Differencas between the
expected and actual returns
on assets nfa n/a n/a n/a nfa
Experience gains and losses
on liabilities 14.4 304 2.9 0.7 1.5

The Police Pension Scheme has no assets. The scheme’s liabilities at the end of 2012/13 were valued
using different actuarial assumptions than at the end of 2011/12. This created an ‘Experience’ loss of

£185.840m.

Note 13 Acquisition assets, liabilities and reserves

The Police and Crime Commissioner was formed on the 22 November 2012 together with the
Chief Constable as a result of the Police Reform and Social Responsibility Act 2011. Together
they form the ‘Group’. In line with the CIPFA Code of Practice for Local Authority Accounting
using the principles that apply to mergers, the carrying values of the assets and liabilities have
not been adjusted to fair value on the transfer date and that the results and cashflows have
been brought into the financial statements of the Commissioner from the beginning of the year
that the transfer occurred which is 1 April 2012. The note below summarises the assets and
liabilities transferred from the Derbyshire Police Authority to the Commissioner for Derbyshire
at the beginning of the year that the transfer occurred.

Acquisition assets, liabilities and reserves
1 April 2012

£000 £000
Long term assets
Property, plant and equipment 54,811
Intangible assets 878
Long term debtors 0
Total Long Term Assets 55,689
Current Assets
Inventories 213
Short term debtors 16,211
Short term investments 30,128
Cash and cash equivalents 5,012
Assets held for sale 265
Total Current Assets 51,829
Current Liabilities
Short term creditors (15,076)
Short term borrowing (648)
Provisions (694)
Short term contractor liability {465)
Total Current Liabllities (16,883)
Long Term Liabilities
Provisions (546)
Long term borrowing (8,106)
Capital grants receipts in advance (5
Long term contractor liability {13,715)
Police office pension lability (1,412,284)
Total Long Term Liabilitles (1,434,658)
Net Assets Transferred (1,344,021)
Net Reserves Transferred (1,344,021)

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13
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Note 14 Property, Plant and Equipment

Movements in 2012/13

Operational Non-operational
. Vehicles, PFI . Surplus
O'Er:g?al Plant, Schemes C::t':::f; d Assets | Assets Under TOTAL
Buildings Furniture Operations Not Held | Construction | ————
Equipment for Sale
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Cost or Valuation
At 1 April 2012 31,673 33,237 10,113 617 140 1,978 77,758
Additions 722 3.623 28 182 0 781 5,336
Revaluation Increases/{decreases) to RR (3) 7 0 0 0 0 4
Revaluation Increases/{decreases) to SDPS (555) 0 0 0 0 0 (555)
Derecognition — Disposals (75) (1,178} 0 (11) 0 0| {1,264)
Derecognition — Other (66) 0 0 0 0 0 {(66)
Reclassifications to/ffrom Assets held for sale 0 0 0 0 0 0 0
Reclassifications — other 112 300 0 0 0 (837} (425)
At 31 March 2013 31,808 35,989 10,141 788 140 1,922 80,788
Depraciation and impairments
At 1 April 2012 (1,318) (19,961) (1,183) (478) {7 0| (22,947)
Depreciation charge (707) {3,911) (358) (64) 0 0| (5.040)
Depreciation written out to SDPS 106 0 0 0 0 0 106
Derecognition — Disposals 5 936 0 10 0 0 951
Derecognition — Other 3 0 o 0 0 0 31
Reclassifications toffrom Assets held for sale 0 0 0 0 0 0 0
Reclassifications — other 0 0 0 0 0 0 0
At 31 March 2013 {1,883) {22,936) (1,541) {532) {7) 0| (26,899)
Net Book Value
At 31 March 2013 29,925 13,053 8,600 256 133 1,922 53,389
At 31 March 2012 30,355 13,276 8,930 139 133 1,978 54,811
RR = Revaluation Reserve  SDPS = Surplus or Deficit on the Provision of Services
Movements in 2011112
Operational Non-Operational
) Vehicles, PFI . Surplus T
Operational Jointly Assets
Land& | Plant | Schemes| oonrolied Aol Under | TOTAL
Buildings Equipment Operations Sale Construction
£'000 £'000 £000 £000 £'000 £000 £000
Cost or Valuation
At 1 April 2011 30,711 35,007 10,114 575 0 1,153| 77,560
Additions 2,766 2,609 (1) 64 0 844| 6,282
Revaluation increases/(decreases) to RR (309) 0 0 0 0 0  (309)
Revaluation Increases/{decreases) to SDPS3 {824) 0 0 0 0 0 (824)
Derecognition — Disposals 0 (815) 0 (22) 0 0 (837)
Derecognition — Other (265) (3,564) 0 0 0 0 (3,829)
Reclassifications to/ffrom Assets held for sale (285) 0 0 0 0 0 (285)
Reclassifications — other (121} 0 0 0 140 {19) 1]
At 31 March 2012 31,673 33,237 10,113 617 140 1,978| 77,758
Depreciation and Impairments
At 1 April 2011 {1,170) {19,953) (825) {432) 0 0f (22,380)
Depreciation charge (668) (4.174) (358) (61) 0 0| (5.259)
Depreciation written out to SDPS 317 0 0 0 0 0 317
Derecognition — Disposals 0 618 0 15 0 0 633
Derecognition — Other 174 3,548 0 0 0 0 3,722
Reclassifications to/from Assets held for sale 20 0 0 0 0 0 20
Reclassifications — other 7 0 0 0 {7} 0 0
At 31 March 2012 {1,318) (19,961) {1,183) {478) {7) 0] {22,947}
Net Book Value
At 31 March 2012 30,355 13,276 8,830 139 133 1,978 54,811
At 31 March 2011 29,541 15,054 9,289 143 0 1,153 55,180
44
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Valuation of Assets
All Land and Building assets were re-valued as at April 1% 2009.

The valuations for land and buildings were made in accordance with the Appraisal and
Valuation Manual published by the Royal Institution of Chartered Surveyors. Valuations were
carried out by Andrew Martin BSc MRICS and Roger Smalley BSc MRICS, Valuers, Lambert
Smith Hampton. The basis of valuation is shown in the Statement of Accounting Policies (page
15).

Vehicle information has been taken from the Vehicle Fleet Information System and IT and
Communications information has been provided by the information Services Department.

The assets of NMHSU have been split between Derbyshire and Nottinghamshire Police. The
helicopter and hangar assets are shown as 50% owned by Derbyshire Police. The value of
Derbyshire’s share of the assets is £0.496m as at 31 March 2013 (£0.636m as at 31 March
2012). These assets are within Operational Buildings and Vehicle, Plant, Fumiture and
Equipment in the table above.

The balance sheet shows a share of all the Jointly Controlled Operation Assets. These are
jointly controlled operations with the other East Midland Commissioners (see note 8).
Derbyshire's share of the assets is dependant on the collaboration agreement between the
Commissioners and how many of them are within the agreement. The assets represent
vehicle, equipment and IT assets.

31 March 2012 31 March 2013
Derbyshire Jointly Controlled Operations Total Derbyshire
Share Share
£'000 £'000 | £'000
143 | Fixed Assets —Tangiblefintangible 1,169 258
243 | Net Current Assets a01 208
386 | Total Net Assets 2,070 466
Represented by
272 | Usable Reserves 1,184 275
114 | Unusable Reserves 886 191
386 2,070 466

The above information has been included in Derbyshire Police’s Balance Sheet.
Additions in Year

This relates to capital expenditure in the year excluding intangible assets which is shown in
Note 15.

Assets Held by the Commissioner
A brief analysis of the Commissioner's principal assets is set out below:

31/03/12 31/03M3
Main & Divisional Headquarters 3 3
Section Stations 19 18
Police Houses 1 1
Child Protection unit & Rape Crisis Centre 3 3
Community Offices & Others 22 22
Surplus Properties 1 1
Radio Masts 3 3
Vehicles 584 577
Helicopter 1(50%) 1(50%)
EMSOQOU & EMTSU 22% of assets | 22% of assets
EMFSS - 35.37% of assets
PFI Buildings 2 2

Depreciation

The basis of depreciation is shown in the Statement of Accounting Policies (page 16).
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Capital Commitments

Significant capital contracts which have been entered into by the Commissioner/former Police
Authority as at 31 March 2013 are; -

Voicemail and Telephony System pius network upgrade - A contract was awarded in 2010711
for the reptacement of the system and upgrade. The capital budget for the scheme is £1.445m,
£1.176m has been spent to date. The scheme is being rolled out around the Force and will be
completed in 2013/14.

HR IT Transactional System — This scheme is being led by the Commissioner for
Leicestershire, it is an upgrade of the HR system to enable a shared service centre between
Derbyshire, Leicestershire and Nottinghamshire. The capital budget for Derbyshire’s share of
the cost is £0.236m, £0.110m has been spent to date. The system will go live in 2013/14.

Automatic Resource Location System — A contract was awarded in 2012/13 for part of this
scheme. This was to allow control room operators to direct with visual aides the nearest most
appropriate resource to an incident. The capital budget for this part of the scheme was
£0.140m, £0.131m has been spent to date and will go live in 2013/14.

C Block Refurbishment Headquarters — A contract was awarded in 2012/13 for the
refurbishment of C Block. The capital budget for this scheme was £0.418m, £0.380m has been
spent to date. The scheme will be completed in 2013/14.

Note 15 Intangible Assets

The Commissioner accounts for its software as intangible assets, to the extent that the
software is not an integral part of a particular IT system and accounted for as part of the
hardware item of Property, Plant and Equipment. The main purchases in 2012/13 being Case
& Custody, Forensics Case Management and Finance system software.

Purchased Purchased Software Total
Software Licences Licences EMSOU
£'000 £'000 £000
Balance at 1 April 2012
Gross camying amount 3,085 16 3,081
Accumulated amortisation {2,191) (12) (2,203)
Net carrying amount 1 April 2012 874 4 878
Additions 161 0 161
Transfers from Assets in Construction 425 0 425
Amortisation in year (332) (2) {334)
Balance at 31 March 2013 1,128 2 1,130

Note 16 Capital Expenditure and Capital Financing Statement

The total amount of capital expenditure incurred in the year is shown in the table below,
together with the resources that have been used to finance it. Where capital expenditure is to
be financed in future years by charges to revenue as assets are used by the Commissioner,
the expenditure results in an increase in the Capital Financing Requirement (CFR), a measure
of the capital expenditure incurred by the Commissioner that has yet to be financed. The CFR
is analysed in the second part of this note.

2011112 2012113
£'000 £000
33,844 | Capital Financing Requirement 32,542
Capital investment
6,282 | Property, Plant and Equipment 5,336
56 | Intangible assets 161
6,338 | Total asset related expenditure 5,487
- | Revenue Expenditure Funded from Capital under
Statute
6,338 | Total Capital Investment 5,497
Sources of Finance
- | Capital receipts (440)
{1,861) | Government Grants and Contributions {1,200)
- | Revenue Expenditure Funded from Capital under .
Statute grant financing
{5,779) | Revenue Provision (NB: includes MRP} (4,933)
32,542 | Closing Capital Financing Requirement 31,466
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Explanation of movements in the year
{1,168) | (Decrease)Increase in underlying need to bomow {942}
(supported by Government financial assistance}
{134} | (Decrease)/Increase in underlying need to borrow (134)
{unsupported by Government financial assistance)
(1,302) | (Decrease)/increase in Capital Financing {1,076)
Requirement

The above represents any increase in the need to borrow less any Minimum Revenue
Payments (MRP).

The Local Authorities (Capital Finance and Accounting) Regulations 2003 requires the
Commissioner to set aside an amount from revenue each year to provide for the repayment of
loans. This amount is the MRP. Commissioners are required to prepare an annual statement
of their policy on making MRP, in accordance with statutory guidance this should be calculated
on a prudent basis. The policy for 2012/13 was

¢  For Supported Capital Expenditure, the MRP Policy will be based on the Capital Financing
Requirement at 4% of the opening balance (Option 2).

 For unsupported borrowing the MRP policy will be based on the Asset Life Method, equal
instalment over the life of the asset (Option 3}

+ For PFI contracts that are deemed to be on balance sheet, the MRP requirement would
be regarded as met by a charge equal to the element of the charge that goes to write
down the balance sheet lability.

In 2012/13 the MRP is £1.076m (£1.302m in 2011/12).

Note 17 Inventories

The Commissioner holds mainly uniform stock and some miscellaneous equipment stock as

follows:

Inventories 31 March 31 March
2012 2013
£'000 £'000

Uniform Stock 203 220

Miscellaneous Equipment Stock 10 2

Total Inventories 213 222

Note 18 Debtors

The level of debt outstanding during 2012/13 was analysed and it was decided that it would be
prudent to provide a bad debt provision of £0.016m after taking account of the current year's
write-offs.

Debtors are analysed as follows and include Derbyshire’s share of EMSOU debtors:-

Debtors
31 March ; 31 March
2012 2013
£'000 £'000
Govemment Depariments and Agencies 6,698 4,958
Local and Polica Authorities 3,660 3,731
Share of Council Tax Debtors 2,021 2,063
Other Entities and Individuals 3,846 3,083
Less: Provision for Bad debts {14) {16}
Total Debtors 16,211 14,719

Note 19 Cash and Cash Equivalents

The balance of Cash and Cash Equivalents is made up of the following elements:

Cash and Cash Equivalents 31 March 31 March
2012 2013
£'000 £'000

Cash held by the Commissioner 57 57

Bank current accounts 1,136 1,680

Instant access accounts with banks and building societies 3,000 7,000

Proceeds of Crime Cash 819 499

Total Cash and Cash equivalents 5,012 9,236

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13 47



Note 20 Assets held for sale

As at 31 March 2012 there were two assets that met the criteria of Assets held for sale, these
were sold in 2012/13. As at 31 March 2013, no assets met the criteria of Assets held for sale.

Assets held for sale Current
201112 | 201213
£'000 £'000

Balance as at 1 April 0 265
Assets newly classified as held for sale

¢  Property, Plant and Equipment 265 0
Sale of Assets in year (265)
Balance at 31 March 265 0

Note 21 Creditors

Creditors are analysed as follows:-

Creditors
31 March 31 March

2012 2013

£'000 £'000
Government Departments and Agencies 4,021 3,957
Local and Police Authorities 2,122 3,708
Share of Council Tax Creditors 1,861 1,996
Other Entities and Individuals 5,037 4,640
Employee Benefits 2,035 2,459
Total Creditors 15,076 18,760

Note 22 Borrowing and Investments

The borrowing and investments disclosed in the Balance Sheet are

31 March 2012 31 March 2013

Long Current Total Long Term Current Total

Term £'000 £'000

£'000 £000 £'000 £'000
PWLB 7,505 568 8,073 7.039 562 7,601
Deferred Liabilities 601 80 681 521 80 601
Total borrowing 8,106 648 8,754 7,560 642 8,202
Loans and receivables —
Temporary Investments 0 30,128 30,128 0 32,084 32,084
Total investments 0 30,128 30,128 0 32,084 32,084
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‘Current’ is investments and borrowing less than one year. Interest eared is charged to the
income and Expenditure Account on an accruals basis and hence Temporary investments and
Short term borrowing figures on the Balance Sheet also includes interest eamed but not vet
paid as at 31 March 2013.

PWLB is borrowing with the Public Works Loan Board. No new loans have been raised during
2012/13. The total PWLB outstanding at the 31 March 2013 is £7.505m plus interest of
£0.096m. Total Deferred Liabilities outstanding at the 31 March 2013 is £0.601m {(£0.681m in
2011/12). These represent the balance of loans outstanding as at 31 March 1995 which were
transferred to the Commissioner as established under the Police Reform and Social
Responsibility Act 2011. The loans are administered by Derbyshire County Council on behalf
of the Commissioner. Repayments of £0.080m were made in 2012/13 (£0.081m in 2011/12).

The repayment schedule for PWLB & Deferred Liabilities is shown in Note 25c.
Loans and receivables are surplus cash that the Commissioner invests in short-term deposits
and temperary investments with a range of banks and financial institutions. Total temporary
investments outstanding as at 31 March 2013 is £32m plus interest of £0.084m.

PFI finance lease liabilities are shown in Note 26.
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Note 23 Interest from borrowing and investments

Interest payable on external borrowings and interest receivable on short term investments fall
on the Comprehensive Income and Expenditure Statement as shown below: -

Total Borrowings Investments Total
31 March 31 March
2012 2013
£'000 £000 £'000 £'000
Interest Payable and similar charges 458 429 429
Interest Payable on PFl Schemes 1,203 1,149 1,149
Interest and investment Income {442) {404) (404)

Note 24 Financial Instruments - Assets and Liabilities

A financial instrument is any contract that results in a financial asset on the Balance Sheet of
one entity (for example the Commissioner) and a financial liability or equity instrument on the
Balance Sheet of another entity. The term “financial instrument” covers both financial assets
and financial liabilities ranging from the most straightforward (i.e. temporary investments,
debtors and creditors) to the most complex (i.e. derivatives). Financial assets and financial
liabilities are carried in the Balance Sheet at amortised cost. The fair value of each class of
financial asset and liabilities is as follows: -

31 March 2012 31 March 2013
Carrying Carrying
Amount Fair Value Amount Fair Value
£'000 £000 £'000 £'000

Financial Assets
Temporary Investments (excl
interest) 30,000 30,000 32,000 32,000
Cash and Cash Equivalents 5,012 5,012 9,236 9,236
Debtors {contractual only) 13,048 13,048 10,809 10,809
Financial Liabilities
Borroewing
PWLB (excl interest} (7.971) {9,983) (7,505) (9,597)
Deferred Liabilities {681) {681) (601) (601)
Total Borrowing (8.852) (10,664) {8,106) (10,198)
PFI Liabilities (14,180) (14,180) (13,715) {13,715)
Creditors {contractual only) {9,866} (9,866) (11,432) {11,432)

Financial Assets

The fair value of investments has been assessed as being the same as the carrying value due
to the investments being short term (less than one year). Cash is assumed to have a fair
value which is equivalent to the camying amount due to the short-term nature of the asset. In
the case of debtors, the carrying amount (the invoiced amount) as shown in the balance sheet
is assumed to approximate to fair value. These are likely to mature in the next-12 months.

Financial Liabilities

The fair value of PWLB has been calculated by reference to the '‘premature repayment’ set of
rates as at 31 March 2013. The fair value of PWLB is more than the carrying amount because
the commissioner's portfolio of loans is based on fixed rate loans where the interest rate
payable is higher than the rates available for similar loans at the Balance Sheet date,

Deferred liabilities have been accounted for on the basis of outstanding principal amounts as
defined by statutory arrangements.

In the case of creditors, the carrying amount (the billed amount} as shown in the balance sheet
is assumed to approximate to fair value. These are likely to mature in the next 12 months.

Note 25 Financial Instruments - Risk Exposure

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13

The Commissioner's overall risk management procedures focus on the unpredictability of
financial markets, and implementing restrictions to minimise these risks. The procedures for
risk management are set out through a legal framework set out in the Local Government Act
2003 and associated regulations. These require the Commissioner to comply with the CIPFA
Prudential Code, the CIPFA Treasury Management in the Public Services Code of Practice
and Investment Guidance issued through the Act. Overall these procedures require the
Commissioner to manage risk in the following ways:
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e By formally adopting the requirements of the Code of Practice
« By approving annually in advance prudential indicators for the following three years
limiting
o The Commissioner’s overall borrowing
o lts maximum and minimum exposures to fixed and variable rates
o Its maximum and minimum for exposures of the maturity structure of debt
o Its maximum annual exposures to investments maturing beyond a year
« By approving an investment strategy for the forthcoming year setting out its criteria for
both investing and selecting investment counterparties in compliance with the
Government Guidance.

The Commissioner’s Treasury Management Strategy is approved annually in February before
the start of the year to which it relates which outlines the detailed approach to managing risk in
relation to the Commissicners financial instrument exposure. Actual performance is also
monitored at least annually. The key risks are:

a) Credit Risk Exposure
This is the sk that one party to a financial instrument will fail to meet their contractual

obligations, causing a loss for the other party. Exposure to this risk is managed through the
Commissioner's Treasury Management Strategy. The Commissioner only invests in approved
institutions who meet identified minimum credit criteria, in accordance with the Fitch, Moody's
and Standard & Poors Ratings Services. The policy for 2012/13 was to limit investment to the
following categories

UK Banks

UK Building Societies

Guaranteed Banks with suitable soversign support
Local Authorities

Debt Management Office

Money Market Funds

The Commissioner does not make deposits with the above unless they meet the minimum
requirements of the investment criteria at that time. There are also limits in place to how much
can be invested with counterparties and for how long.

No breaches of the Commissioner's counterparty criteria occurred during the reporting period
and the Commissioner does not expect any losses from non performance by any of the
counterparties in relation to deposits.

Whilst the current credit crisis in international markets has raised the overall possibility of
default the Commissioner maintains strict credit criteria for investment counterparties and
seeks security of capital over maximising interest.

The risk of customers failing to pay the Commissioner for goods/services provided is low as
this income is only a small proportion of total income. The risk is managed via the
Commissioner's Credit Control Procedures. These procedures set out the framework within
which financial relationships with the Commissioner's customers are managed beginning with
raising an invoice through to invoking legal action should it be required. The Director of
Finance and Business Services can write off bad debts up to a limit of £10,000 in each case.
Larger sums are referred to the Commissioner. To further mitigate the risk of Customer credit
default, the Commissioner makes a bad debt provision each year.

b) Liguidity Risk Exposure
This is the risk that a party will be unable to raise funds to meet its commitments assoclated

with financial instruments. The Commissioner manages its liquidity position through the risk
management procedures above as well as through a comprehensive cash flow management
system, as required by the Code of Practice. This seeks to ensure that cash is available when
it is needed 1o meet payment obligations (for example payments to creditors and payments to
and in respect of the Commissioners employees). If unexpected movements happen, the
Commissioner has access to borrowings from both the money markets and PWLB. There is no
significant risk that it will be unable to raise finance to meet its commitments under financial
instruments.
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¢) Refinancing and Maturity Risk

This is the risk that the Commissioner might be requiring to renew a financial instrument on
maturity at disadvantageous interest rates or terms. The risk relates to the maturing of longer
term financial liabilities and the fact that the Commissioner will be bound to replenish a
significant proportion of its borrowings at a time of unfavourable interest rates. The financial
liabilities however all mature at different times. The maturity analysis of financial liabilities is as

follows
PWLB Deferred Total
Liabilitles

£'000 £'000 £'000
Less than one year interest 96 0 26
Less than one year principal 466 80 546
Between one and two years 466 80 546
Between two and five years 1,396 240 1,636
Between five and ten years 2,257 165 2,422
More than ten years 2,920 36 2,956
Total 7,601 601 8,202

This excludes trade and other payables which are due to be paid in less than one year and PFI
Liabilities which are repaid over the life of the contract.

d) Market Risk Exposure
This is the risk that the value of an instrument will fluctuate because of changes in interest

rates, market prices, foreign currency exchange rates. The Commissioner has limited risk.
PWLB interest rates are fixed and investments are only temporarily invested (less than a
year). The risk therefore arises from the uncertainty of what level interest rates will be at when
the commissioner either makes a temporary investment or enters into a new borrowing
arrangement with PWLB. A movement in interest rates could have a complex impact on the
Income and Expenditure Statement. For instance, a rise in interest rates may have the
following effects:
* Future borrowings may be more costly and result in a higher interest expense
charged to the Comprehensive Income and Expenditure Statement
»  The fair value of existing borrowings may alter
» Future temporary investments may realise a greater retum and result in a higher
interest receipt credited to the Comprehensive Income and Expenditure Statement

Borrowings are not carried at fair value in the Balance Sheet, so nominal gains and losses on
fixed rate borrowings would not impact on the surplus or deficit on the Provision of Services or
Other Comprehensive Income and Expenditure. However changes in interest payable and
receivable on variable rate borrowings and investments will be posted to the Surplus or Deficit
on the Provision of Services and affect the General Reserve Balance.

The Commissioner sets a Prudential Indicator regarding the percentage of borrowings held at
variable rate loans. This limit is 30% and has not been breached during the financial year.

The Commissioner will consider, where economic conditions allow, the viability of repaying
loans early in order to limit the exposure to interest rate risk.

With regard to market prices, the Commissioner does not invest in equity shares and hence
has no exposure to the gains or losses arising from a movement in the price of shares. The
Commissioner has no financial assets or liabilities in foreign currencies and hence has no
exposure to loss arising from movements in exchange rates.

Note 26 Private Finance Initiatives
The Commissioner has two Private Finance Initiative (PFI) project agreements:-

On 23 December 1997 an agreement for the provision of a new serviced police station at
Ilkeston was signed. The arrangement is for 30 years from October 1998 until September
2028. The building was occupied from October 1998 when payments commenced.

On 26 February 1999 an agreement for the provision of a new fully serviced Divisional
Headquarters and City Section Station at Derby was signed. The arangement Is for 30 years
from 18 December 2000 until 17 December 2030. The building was occupied from 18
December 2000 when payments commenced.

Property, Plant and Equipment

The assets used to provide services at the police station and divisional headquarters are
recognised on the Balance Sheet. Movements in their value over the year are detailed in the
analysis of the movement on the Property, plant and equipment balance in Note 14.
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Payments

The Commissioner makes an agreed payment each year which is increased each year by
inflation and can be reduced if the contractor fails to meet availability and performance
standards in any year but which is otherwise fixed. The amount of Unitary charge paid in
2012/13 was £0.471m for llkeston and £3.385m for Derby (the equivalent unitary charge paid
in 2011/12 was £0.462m for llkeston and £3.334m for Derby). This can be analysed as foliows

201112 201213
llkeston Derby Total llkeston Derby | Total
£'000 £000 £'000 £'000 £'000 £'000
Service Payment 180 1,742 1,822 242 1,972 2,214
Interest on liability 208 995 1,203 202 947 1,148
Lifecycle Payments-Capital 0 0 0 0 28 28
Repayments of Principal 74 597 671 27 438 465
Total Unitary Charge 462 3,334 3,796 471 3,385 3,856

Payments remaining to be made under the PFI contract at 31 March 2013 are as follows:

llkagton PFI

Service Interest on | Lifecycle Principal Total

Paymaents Liability Payments Payments Payments

£'000 £'000 £'000 £'000 £'000
2013114 197 189 0 83 479
2014/15 to 2017/18 745 715 227 309 1,996
2018/19 to 2022/23 1,262 700 54 690 2,706
2023/24 to 2027/28 1,444 324 190 1,028 2,986
To September 2028 45 4 190 79 318

For llkeston this includes estimated inflation of 4% on service payments and lifecycle as per
the operators model. It excludes future avallability/performance deductions.

Derby PFI

Service Interest on | Lifecycle Principal Total

Payments Liability Payments Payments Payments

£000 £'000 £'000 £000 £'000
201314 1,617 . 913 731 1686 3,427
2014/15 to 2017/18 7,689 3,281 286 2,903 14,159
2018/19 to 2022/23 10,305 2,712 1,264 4,536 18,817
2023/24 to 2027/28 11,401 827 1,732 3,272 17,232
2027/28 to December 2030 7,348 96 0 650 8,094

For Derby this includes estimated inflation of 3% on service payments and lifecycle as per the
operators model. Elements of the fee will also be benchmarked every five years. Both parties
can instigate the benchmarking exercise, the second benchmarking exercise in December
2010 was not instigated. It excludes future availability/performance deductions.

The Commissioner receives a Special Grant towards the financing of the PF| schemes as
follows:

llkeston PFI | Derby PFI Total PFI
£'000 £'000 £000
2012113 348 2,387 2,735
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The payment of grant is on an annuity basis, the same amount of grant is paid each year over
the life of the contract.

The difference in grants received and actual payments plus current value of savings on the
original station, plus a centribution plus interest in the year has been transferred to or from the
PFl Reserves. This reserve is to fund future PFI payments and enables the net costs to be
spread evenly over the contract period. For llkeston the movement from reserves in 2012/13
was £0.024m and for Derby the movement from reserves was £0.178m.

Liability
The PFI liability is written down by the repayment of principal each year as shown below:
likeston PFI Derby PFI Total PFI
£000 £060 £000
Balance as at 31 March 2012 2,215 11,865 14,180
Principal Paid 2012/13 (27) {438) {465}
Balance as at 31 March 2013 2,188 11,527 13,715

In the balance sheet this is shown as short term (£0.249m) which is repayable within a year
and long term PFI Finance lease liabilities (£13.466m).
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Note 27 Provisions

Liability Insurance Provision -This provision was established to meet liability claims which are
not covered by external insurers. The balance reflects the claims handlers’ estimate of claims
outstanding to 31 March 2013 plus an estimate for claims for 2012/13 based on the claims
history over the last fifteen years. A provision should be made for any liabilities of uncertain
timing or amount that have been incurred. The provision is for events that are more likely than
not to occur. For this reasen a provision of £0.616m is required.

Vehicle insurance Provision — This provision has been established to meet Third Party claims
which are not covered by external insurers. The balance reflects the claims handlers’ estimate
of claims outstanding to 31 March 2012 plus an estimate for claims for 2012/13 based on the
claims history since 2003.

Redundancy / Early Retirement Provision — The provision as at 31 March 2013 will cover the
redundancy and early retirement costs expected in 2013/14 arising from a departmental re-

structuring.

Liability | Vehicle Total Redundancy Total
Provisions Insurance |Insurance | Insurance Provision Provisions
Provisions

£'000 £000 £000 £000 £'000
Balance at 1 April 2012 738 234 972 268 1,240
Provision in Year 183 203 386 a1 467
Expenditure in year (148} (196} (344) {213) {557)
Amount Returned to Pariners 0 0 0 (47) (47)
Unused amounts reversed {157) 132 (25) (8) (33)
Balance at 31 March 2013 616 373 089 81 1,070

Provisions are split between short term (£0.422m) and long term (£0.648m) in the balance
sheet.

Note 28 Contingent liabilities / Contingent assets

Contingent liabilities/assets arise where the Commissioner s aware of a possible obligation
that has arisen because of events prior to the Balance Sheet date, but where the existence will
only be confirmed by future events which are not in the Commissioner's control,

The Commissicner has no contingent liabilities or assets at 31 March 2013.

Note 29 Usable Reserves
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Movements in usable reserves are detailed in the Movement in Reserves Statement. The
balance as at 31 March 2013 was made up of the following:

Usable Reserves 31 March 31 March
2012 2013
£000 £'000

General Reserve Balance 3,300 3,300

Earmarked Reserves 36,937 39,760

Usable Capital Receipts Reserve 0 0

Capital Grants Unapplied 6,489 7,265

Total Usable Reserves 46,726 50,325
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Earmarked Reserves

This notes sets out Transfers toffrom Earmarked Reserves.

Earmarked Reserve Balance Transfers To | Transfers Balance
31 March From 31 March
2012 £000 2013
£'000 £'000 £000
Revenue Reserves
Devolved Budget Commitments 4,913 1,270 {2,575) 3,608
Operational Priorities Reserve 1,325 0 0 1,325
Operational Funding Reserve 11,667 8,439 (823) 10,283
PFi Reserve - likeston 1,305 10 (34) 1,281
PFl Reserve - Derby 4,431 33 (211) 4,253
Pensions Reserve 500 0 0 500
Insurance Reserves 1,143 165 (132) 1,176
Helicopter Reserve 50 0 0 50
Helicopter Debt Charges Reserve 260 7 0 267
Commissioner Transition Reserve 250 750 0 1,000
Jointly Controlled Operations Reserves 272 3 0 275
Total Revenue Reserves 26,116 10,677 (3.775) 33,018
Capital Reserves
Capital Reserve 9,198 357 (3.736) 5,819
Centralised CMC Reserve 357 0 (357) 0
Invest fo Save 1,266 0 {343) 923
Total Capital Reserves 10,821 357 (4,436) 6,742
Total Earmarked Reserves 36,937 11,034 {8,211) 39,760

Devolved Budget Commitments

This balance represents the underspendings on devolved budgets for 2012/13 which have
been earmarked to carry forward to meet commitments in 2013/14.

Operational Priorities Reserve

This balance has been accumulated to assist with urgent operational needs. As at 31 March
2013 £0.498m has been committed to identified areas, leaving £0.827m available to meet

further priority issues.

Operafional Funding Reserve

This reserve is to assist with the *funding gap’ in the revenue budget for 2014/15 and beyond.

PFI Reserve - likeston

This reserve represents the difference in grants received and actual payments for llkeston PFI
plus savings on the original station plus a contribution of £0.017m plus interest in the year.
This reserve is to fund future PFI payments and enables the net costs to be spread evenly
over the contract period.

PFI Reserve — Derby DHQ

This reserve represents the difference in grants received and actual payments for the Derby
DHQ PFI, plus savings on the original Full Street headquarters, plus a contribution of £0.532m
pius interest in the year. The reserve is to fund future PF| payments and enables the net costs
to be spread evenly over the contract period.

Pensions Reserve
This reserve is to meet any future pension liabilities accruing to the force from ili-health or

injury-related retirements.

Insurance Reserve

This reserve is for future insurance liabilities not covered by the provision. The insurance
excess on liability claims increased in 2005/06 from £0.025m to £0.100m so the reserve couid
be used for any large claims. The level was been reduced by £1.430m in 2009/10 to reflect the
recommendation of a review by external insurance advisors.

Helicopter Reserve
This represents Derbyshire’'s share of underspendings on the North Midlands Helicopter
Support Unit which has been earmarked to carry forward to meet commitments in future years.

Helicopter Debt Charges Reserve

A loan of £0.457m was taken out in 2003/04 for the purchase of the helicopter. This is payable
on maturity in April 2028. This reserve is to meet the cost of this loan in 2028 in order to
equalise the debt charges to the North Midlands Helicopter Support Unit.
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Commissioner Transition Reserve

In November 2012, responsibility for overseeing the work of the Constabulary transferred from
the Police Authority to a directly-elected Police and Crime Commissioner. This reserve was to
enable the transition arrangements to be implemented. Following the Commissioner taking
office he has set aside this funding for crime prevention measures. An addition contribution
has been made so that these initiatives can be funded over his term of office.

Jointly Controfled Operations Earmarked Reserve
This represents Derbyshire’s share of Jointly Controlled Operations reserves these are to be
used for future capital purchases and asset replacement.

Capital Reserve

This reserve was created from Force underspendings and a transfer from the Operational
Funding Reserve. The reserve is used to support the Force's Capital Programme, the reserve
is fully committed.

Centralised CMC Reserve

This reserve was created to part fund a new Centralised Contact Management Centre. The
project was funded from £4m reserves and the rest from unsupported borrowing. £10.245m
has been spent to 31 March 2013. The building was occupied from April 2010. The
uncommitted amount has been moved to the capital reserve to be used on other schemes.

Invest fo Save

This reserve has been created te fund investment in ‘one-off expenditure — for example new IT
systems — which will then generate future ongoing savings by alfowing more efficient work
practices to be implemented. The reserve is fully committed.

Usable Capital receipts Reserves

The usable capital receipts reserve represents the capital receipts available to support
additional capital expenditure in future years.

Capital Receipts Reserve £'000

Balance at 1 April 2012 0

Receipts in year: 449
449

Less:

Capital receipts used (449)

Balance at 31 March 2013 0

Note 30 Unusable Reserves

Unusable Reserves 31 March 31 March
2012 2013
£'000 £'000

Revaluation Reserve 4,811 4,776

Capital Adjustment Reserve 18,671 18,777

Pensions Reserve {1,412,284} (1,679,464)

Collection Fund Adjustment Account 160 67

Accumulated Absences Account {2,035) (2,459)

Total Unusable Reserves (1,390,747) (1,658,303)

Revaluation Reserve
The Revaluation Reserve contains the gains arising from increases in the vaiue of its Property,
Plant and Equipment. The balance is reduced when assets with accumulated gains are:
+« revalued downwards or impaired and the gains are lost
» used in the provision of services and the gains are consumed through depreciation,
or
+ disposed of and the gains are realised.

The Reserve contains only revaluation gains accumulated since 1 April 2007, the date that the
Reserve was created. Accumulated gains arising before that date are consolidated into the
balance on the Capital Adjustment Account.
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Revaluation Reserve 201112 | 201213

£000 £000
Balance as at 1 April 5,221 4,841
Upward revaluation of assets 6
Downward revaluation of assets and impairment {309) (4)

losses not charged to the Sumplus/Deficit on the
Provision of Services
Surplus or deficit on revaluation of non-current (309) 2
assets not posted to the Surplus/Deficit on the
Provision of Services

Difference between fair value depreciation and {71) (56)
historical cost depreciation

Accumulated gains on assets sold or scrapped (11)
Amount written off to the Capital Adjustment (71) (67)
Account

Balance at 31 March 4,841 4,776

Capital Adjustment Account

The capital adjustment account absorbs the timing differences arising from the different
arrangements for accounting for the consumption of non-current assets and for financing the
acquisition, construction or enhancement of those assets under statutory provisions. The
account is debited with the cost of acquisition, construction and enhancement as depreciation,
impairment losses and amortisations are charged to the Comprehensive Income and
Expenditure Statement (with reconciling postings from the Revaluation Reserve to convert fair
value figures to a historical cost basis). The Account is credited with the amounts set aside by
the Commissioner as finance for the costs of acquisition, construction and enhancement.

The Account contains revaluation gains accumulated on Property, Plant and Equipment before
1 April 2007, the date that the Revaluation Reserve was created to hold such gains.

The Movement on Reserves Statement destails the source of all transactions posted to the
Account, apart from those involving the Revaluation Reserve.

Capital Adjustment Account 201112( 201213
£'000] £000
Balance as at 1 April 17,336| 18,571

Reversal of items relating to capital expenditure debited or
credited to the Comprehensive Income and Expenditure

Statement
»  Charges for depreciation and impairment of non- (5,259)| (5,040)
current assets
» Revaluation losses on Property, Plant & Equipment (507) (449)
«  Amortisation of Intangible Assets (399) {333)
Revenue Expenditure funded from capital under statute {7} 0
Amounts of non current assets written off on disposal or sale as part of (312} (602)
the gain/loss on disposal to the Comprehensive Income and
Expenditure Statement
(6.484) (6,424)
Adjusting amounts written out of revaluation Reserve 71 57
Net written out amount of the cost of non current assets consumed in the year (6,413)| (6,367)

Capital Financing applied in the year

e  Capital Receipts 0 440

o  Capital Grants and Contributions 1,861 1,200

e  Statutory Provision for financing capital investment (MRP ) 1,302 1,078

s  Additional Voluntary Set Aside 0 0

s Capital Expenditure charged against the General Reserve 4,485 3,857
7,648| 6,573

Balance at 31 March 18,571| 18,777
56
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Pension Reserve

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 Commissioner accounts for post employment benefits in the
Comprehensive Income and Expenditure Statement as the benefits are earned by employees
accruing years of service, updating liabilities recognised to reflect inflation, changing
assumptions and invesiment returns on any resources set aside to meet these costs.
However, statutory arrangements require benefits earmned to be financed as the Commissioner
makes employer's contributions to pensions funds or eventually pays any pensions for which it
is directly responsible. The debit balance on the Pensions Reserve therefore shows a
substantial shortfall in the benefits earned by past and current employees and the resources
the Commissioner has set aside by the time the benefits come to be paid.

Pensions Reserve 201112 2012113
£'000 £'000

Balance as at 1 April (1,318,237)| (1,412,284)

Actuarial gains or losses on pensions assets and {21,548) (201,863)

liabilities

Reversal of items relating to retirement benefits (109,678)( (104.461)

debited or credited to the Sumplus or Deficit on the

Provision of Services in the Comprehensive Income

and Expenditure Statement.

Employer's pensions contributions and direct 37,180 39,144

payments to pensioners payable in the year

Balance at 31 March {1,412,284)| {1,679,464)

Collection Fund Adjustment Account

The Collection Fund adjustment account manages the difference arising from the recognition
of council tax income in the Comprehensive Income and Expenditure Statement as it falls due
from council tax payers compared with the Statutory arrangements for paying across amounts
to the General Reserve from the Collection Fund.

Collection Fund Adjustment Account 2011112 | 201213
£'000 £'000

Balance as at 1 April 213 160

Amount by which council tax income credited to the

Comprehensive Income and Expenditure Statement is (53) {93)

different from the council tax income calculated for the

year in accordance with statutory requirements

Balance at 31 March 160 67

Accumulated Absences Account

The Accumulated Absences Account absorbs the differences that would otherwise arise on
the General Reserve Balance from accruing for compensated absences eamed but not taken
in the year, eg annual leave, time off in lieu entitlement carried forward at 31 March. Statutory
amrangements require that the impact on the General Reserve Balance is neutralised by
transfers to or from the Account.

Accumulated Absences Account 201112 | 201213
£'000 £'000

Balance as at 1 April (3,048) {2,035)

Settlement or cancellation of accrual made at the end 3,048 2,035

of the preceding year

Amounts accrued at the end of the current year {2,035} {2.459)

Amount by which officer remuneration charged to the

Comprehensive Income and Expenditure Statement 1,013 (424)

on an accruals basis is different from remuneration

chargeable in the year in accordance with statutory

requirements

Balance at 31 March {2,035) (2,459)

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13



Note 31 Cash Flow Statement — Operating Activities

The cash flows for operating activities include the following items:

201112 201213
£000 £°000
Interest received including accruals (442) (404)
Interest received accruals - (43)
Interest received on a cash hasis (442) {447)
Interest paid including accruals 1,661 1,578
Interest paid accruals 5 5
Interest paid on a cash basis 1,666 1,583

Note 32 Police Property Act Fund

Commissioners are required under the Police Property Act 1997 to set aside any money
received from the sale of property which has come into their possession in connection with a
criminal charge. The net proceeds from this fund are subsequently either repaid to the
individual, used to defray expenses incurred in the storage and safe custody of property, or
distributed to local charities. Derbyshire Community Foundation is the Commissioner's
nominated charity. The Foundation operates an endowment fund for the Derbyshire Police
Property Act monies and distributes grants to other local charities from the net interest earned.
The balance on the fund as at 31 March 2013 was £13,416 (£35,444 as at 31 March 2012).
This has not been included in the PCC Group Balance sheet, as it does not represent monies
owned by the Group.

Note 33 Accounting Standards that have been issued but have not yet been adopted —

Amendments to IFRS 7 Financial Instruments

Commissioners shall disclose information relating to the impact of an accounting change that
will be required by a new standard that has been issued but not yet adopted. For 2012/13 the
new standards that needs to be reported relates to amendments to IFRS 7 Financial
Instruments: Disclosures offsetting financial assets and liabilities and amendments to 1AS 19
Employee Benefits.

The adoption by the Code of amendments to IFRS 7 Financial Instruments Disclosures —
offsetting financial assets and liabilities (December 2011 amendments) will take effect for the
accounting period beginning 1 April 2013. The standard focuses on the significance of
offsetting financial instruments. Offsetting takes place when entities present their rights and
obligations to each other as a net amount in their statement of financial position. The impact
of the policy on the financial statements of the Commissicner is not expected to be material.

The adoption by the Code of amendments to IAS 19 Employee Benefits (June 2011
amendments) will also take effect for the accounting period beginning 1 April 2013. These
amendments will make it easier for users of financial statements to understand how defined
benefit plans affect an entity's financial position, financial performance and cash flows. There
will be no changes to pension liabilities of the Commissioner. Assets in the Local Government
Pension Scheme will be affected. The effect of the change will be adopted retrospectively as
per IAS8 leading to a decrease of £0.818m on the income statement to 31 March 2013.

Note 34 Authorisation of Accounts for issue

The 2012/13 Statement of Accounts were authorised for issue by the Treasurer on 27 June
2013. All events after the balance sheet date until this date have been considered for
disclosure as events after the balance sheet date.

Note 35 Post Balance sheet events

PCC and PCC Group for Derbyshire Statement of Accounts 2012/13

There are no post balance sheet events.
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POLICE PENSION FUND ACCOUNT

2011112 2012113
£'000 £'000
Contributions Recelvable :
(17,388) Employer (16,914)
( B95) Employer - lli Health Capital Credit { 731)
(6,727) Employee - Existing Scheme {7,151)
{ 990) Employee - New Scheme (1.172)
Transfers In :
{ 360) Transfer values receivable ( 594)
Benefits Payable :
30,263 Pensions 32,650
7,696 Commutations and lump sum retirement benefits 7,247
0 Lump sum death benefits 233
Payments to and on account of leavers :
4 Refunds of contributions 2
448 Transfer values payable 651
12,251 Sub-total : Net amount payable for the year 14,221
{ 12,251) Additfonal contribution from the Police and Crime Commissioner (14,221)
to fund the deficit for the year
0 Net amount payable/receivable for the year 0
Net Assets Statement
Current assets
2,659 Pensions paid in advance 2,819
Current Liabilities
0 Unpaid pension benefits 0
4] Unpaid pension benefits - previous years 0
{ 2,659) Surplus for year payable to Police and Crime Commissioner (2,819)
0 Other current liabilities 0
0 0
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Notes to the Pension Fund Account

Note 1

Police Pensions Fund Account

The Police pension scheme is an unfunded single employer defined benefit scheme. This
means it provides pensions and other retirement benefits for police officers based on final
salaries but there are no investment assets built up to meet the pensions liabilities. Two
schemes are operated. The 1987 Police Pension Scheme is based on a maximum
pensionable service of 30 years, whilst the 2006 New Police Pension Scheme {effective for
police officers commencing from April 2006 onwards) is based on a maximum pensionable
service of 35 years.

The funding arrangements for the Police Pension Scheme changed on 1 April 2006. Each
individual Commissioner is required by legislation to operate a Pension Fund Account and the
amounts that must be paid into and paid out of the Pension Fund are specified by regulation
(Police Pensions Regulations 2007 Statutory Instrument 1932/2007).

Before April 2008 each Commissioner was responsible for paying the pensions of its former
officers on a "pay as you go” basis, from April 2006 there was a new employer’s contribution
instead (currently 24.2% of pensionable salary) which is charged to the Comprehensive
Income and Expenditure Statement. Employers contributions along with officers contributions
are paid into the pensions fund account from which pension payments are made. Employees
and employers contribution levels are set nationally by the Home Office. The rates have
changed from 1 April 2008 and will then be subject to triennial revaluation by the Government
Actuary’s Department.

Under the new arrangements the Pension Fund Account balances to nil at the year end by
either receiving a contribution by the Commissioner to or from the Police Fund. In 2012/13 a
contribution of £14.221m was received, this being equivalent to the pension top-up grant
received from the Home Office in 2012/13.

The pension fund is statutorily prevented from including interest on cashflows and
administration expenses in the pension fund, these expenses are bome by the Group
Comprehensive Income and Expenditure Statement.

Injury awards and ill health retirements are not part of the Pensions Fund Account and will
continue to be paid from the Group Comprehensive Income and Expenditure Statement.

Note 2 Pension Fund Liabilities

Note 3

The Pension Fund's financial statements do not take account of liabilities to pay pensions and
other benefits after the period end.

Accounting Policies

Accounting policies conform to those set out in the Statement of Accounts (page 11 to 23).
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POLICE AND CRIME COMMISSIONER FOR DERBYSHIRE
STATEMENT OF ACCOUNTS 2012/13
ANNUAL GOVERNANCE STATEMENT 2012/13

Position as at 31 March 2013 including plans for the financial year 2013/14

1.2

1.3

1.4

Introduction

Police governance prior to November 2012 was under the auspices of the
Derbyshire Police Authority, a committee of 17 members. Derbyshire Police
Authority and the Chief Constable were responsible for ensuring that business
was conducted in accordance with the law and proper standards, that public
money was safeguarded and properly accounted for, and used economically,
efficiently and effectively. Derbyshire Police Authority was responsible under
the Police Act 1996 to secure an efficient and effective police Constabulary for
Derbyshire.

The Police Authority also had a duty under the Local Government Act 1999 to
arrange to secure continuous improvement in the way in which its functions
are exercised, having regards to a combination of economy, efficiency and
effectiveness. In discharging this overall responsibility, Derbyshire Police
Authority was also responsible for putting in place proper arrangements for
the governance of its affairs and facilitating the exercise of its functions, which
included ensuring a sound system of internal control was maintained through
the year and that arrangements were in place for the management of risk.

On 22 November 2012, responsibility for the governance of local policing in
Derbyshire passed to the elected Police and Crime Commissioner, Alan
Charles. The Chief Constable became a legal entity as a corporation sole,
with the ability to employ staff and hold assets.

Since 22 November, the Police and Crime Commissioner (Commissioner) and
the Chief Constable in the discharge of their responsibilities, have approved
and adopted a Derbyshire Joint Code of Corporate Governance which is
consistent with the principles of the CIPFA Framework: Delivering Good
Governance in Local Government: Guidance note for Police. A copy of the
Joint Code of Corporate Governance can be obtained from the Chief
Executive, Office for the Police and Crime Commissioner for Derbyshire,
Butterley Hall, Ripley, Derbyshire, DES 3RS. It is also available on the
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1.5

2.1

2.2

2.3

3.1

Commissioner's website at http://www.derbyshire-pcc.gov.uk/Public-

Information/Policies-Procedures-and-Guidance-Documents.aspx
This Annual Governance Statement explains how the Commissioner has

complied with the joint code and also meets the requirements of Regulation
4[2] of the Accounts and Audit (England) Regulations 2011 in relation to the

review of the effectiveness of the system of internal control.

SCOPE AND RESPONSIBILITY

The Commissioner and the Chief Constable are responsible for ensuring that
business is conducted in accordance with the law and proper standards, that
public money is safeguarded and properly accounted for, and used

economically, efficiently and effectively.

The Commissioner is responsible under the Police Reform and Social

Responsibility Act 2011 for securing, inter alia, an efficient and effective police
Constabulary for Derbyshire and to deliver value for money, being continuous
improvement in the way in which its functions are exercised, having regards to

a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Commissioner is also responsible
for putting in place proper arrangements for the governance of its affairs and
facilitating the exercise of its functions, which includes ensuring a sound
system of internal control is maintained through the year and that
arrangements are in place for the management of risk. He may do this

through delegation to his officers.
THE POLICE AND CRIME PANEL

The Police and Crime Panel has been established under legislation to hold
the Commissioner to account by scrutinising his decisions and also has a role
to play in overseeing the police and crime plan, on the setting of the precept,
the appointment of the Commissioner’s statutory officers and in the

appointment of a Chief Constable. The panel is politically and geographically
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4.1

4.2

4.3

balanced with representatives from the local authorities in the policing area
with 2 co opted members. There are 15 members on the Derbyshire panel.

THE PURPOSE OF A GOVERNANCE FRAMEWORK

The Police Reform and Social Responsibility Act changed the way policing
was governed by replacing the Police Authority of 17 members with one
directly elected Police and Crime Commissioner. The Commissioner is a
corporation sole, as is the Chief Constable and this required a new

governance framework to be developed.

Governance is about the systems and processes; and culture and values
which companies and other organisations are directed and controlled. Geod
governance enables the Commissioner to:

* Deliver on his vision and priorities for policing and crime

» Performance manage the Force and other partners

+» Hold individuals to account for delivery

» Make decisions in an open transparent way

» Engage with the public and victims to achieve better outcomes

* Provide good stewardship over public funds and achieve value for

money

Importantly, it also provides an appropriate level of control and flexibility to
enable the Chief Constable to make timely, efficient and effective operational

decisions.

The Policing Protocol Order 2011 requires the Commissioner to abide by the
seven Nolan Principles as defined by the Committee on Standards in ‘Public
Life’ published in May 1995. These principles include: selflessness, integrity,
objectiveness, accountability, openness, honesty and integrity. The protocol
also defines the Chief Constable’s operational independence from

interference by the Commissioner.
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4.4

4.5

4.6

5.1

5.2

The Commissioner has sworn an oath of impartiality. This has committed him
to serve local people without fear or favour and it sets out his public
commitment to performing his role with integrity, impartiality and fairness.

The Commissioner’s governance framework has been in place since 22
November 2012 when Alan Charles was elected as the first Police and Crime
Commissioner for Derbyshire. The framework was in place at the year end
31% March 2013 and is expected to be up to the date of the approval of the
Statement of Accounts 2012/13. During 2013/14, the governance framework
will be reviewed to reflect the outcome of the proposed stage 2 transfer of

staff and assets to the Chief Constable as employer.

The Police and Crime Commissioner is abie to confirm that his financial

management arrangements conform to the Financial Management Protocol
issued under the Police Reform and Social Responsibility Act 2011, and the
CIPFA Statement on the Role of the Chief Finance Officer of the Police and
Crime Commissioner and the Role of the Chief Finance Officer of the Chief

Constable.

THE POLICE AND CRIME PLAN

Each Commissioner is required to set cut his vision, priorities and objectives
for policing and crime and contained within the Police and Crime Plan which
has effect (subject to review} until the end of the financial year of the next
election. The production and publishing of the Police and Crime Plan is a
core statutory planning requirement as defined by the Police Reform and
Social Responsibility Act 2011. The Plan sets out the resources and assets
that the Commissioner will make available to the Chief Constable for policing
and the mechanisms by which the Chief Constable will report on performance

and be held to account.

In developing the plan the Commissioner is required to consider a number of

duties. These include:
* Working and co-operating with partner organisations in developing and

implementing local crime and disorder strategies.
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5.4

6.1

» Engaging and consulting with the public, victims of crime and businesses.

+ Resources to support the strategic policing requirements to address

national risks, harm and threats.

+ Have regard to the safeguarding of children, promoting the welfare of

children and equality and diversity

« Co — operation with local criminal justice bodies to provide efficient and

effective criminal justice services.
Developing the Police and Crime plan is part of the Commissioner's annual
business planning and commissioning cycle process. The Commissioner may
review the Police and Crime plan to take account of public and victim
consultation and findings from the annual partnership risk and threat

assessment.

Although the Chief Constable is responsible for operational policing matters,
the direction and control of police personnel and for putting in place proper

arrangements for the governance of the Constabulary, the Commissioner is
required to hold him to account for the exercise of those functions and those

-of the persons under his direction and control. It therefore follows that the

Commissioner must satisfy himself that the Constabulary has appropriate
mechanisms in place for the maintenance of good governance, and that these
operate in practice. To this end and as a consequence of the Chief Constabie
being a corporation sole with his own accounts, the Chief Constable will

produce his own Annual Governance Statement

THE INTERNAL CONTROL ENVIRONMENT

The system of internal control is a significant part of the governance
framework and is designed to manage risk to a reasonable level. It cannot
eliminate all risk of failure to achieve policies, aims and objectives; it can
therefore only provide reasonable and not absolute assurance of
effectiveness. The system of internal control is based on an ongoing process
designed to identify and prioritise the risks to the achievement of the
Commissioner’s policing objectives, to evaluate the likelihood of those risks
being realised and the impact should they be realised, and to manage them

effectively, efficiently and economically.
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6.2

6.3

6.4

6.5

6.6

The following documents and strategies establish the policies, aims and

objectives at a high level:

¢ The five year Police and Crime Plan reflecting local and national priorities
¢ The Office of the Police and Crime Commissioner Business Plan

¢ The Medium Term Financial Plan

o Strategic Risk Registers {(Constabulary and Authority)

¢ The Joint Code of Corporate Governance

¢ The Scheme of Delegation and Consent

¢ The Financial Regulations and Contract Regulations

¢ Meeting protocol

« Terms of reference for the Joint Audit Risk and Assurance Committee

These documents and other strategies, which incorporate best practice,
demonstrate that the Commissioner operates a good system of internal
control and is detailed further in the following key elements of the Internal

Control environment.

The Internal Control environment supports the Commissioner in establishing,
implementing and monitoring policies and objectives. The Commissioner, in
consultation with the Chief Constable, has published his 5 year Police and
Crime Plan which articulates the policing objectives, based on public
consultation, the assessment of risk and threat in the County and the
Commissioner’'s manifestos commitments. The plan has to have regard to the
national Strategic Policing Requirement and the Policing Protocol, as well as

the community safety priorities of the responsible authorities.

The Medium Term Financial Plan and the Risk Registers are then linked to
the policing objectives identified in the Police and Crime Pian. These

objectives are used to direct resources and manage activity and risk.

The 6 policing objectives in the 2012/2017 policing plan Derbyshire are: -

sWork to improve the support provided to victims and witnesses
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6.7

6.8

71

sWork to provide strong and effective partnership working with
organisations such as Neighbourhood Watch and the Voluntary,
Community and Social Enterprise Sector to facilitate greater
impact and use of resources

sWork to keep people, particularly the most vulnerable in our
communities, safe from harm, antisocial behaviour and criminal
activities

sWork to support local policing and maintain current strength,
distributing resources into places of greatest need

sWork to drive continual improvement in performance through a
robust performance framework that identifies key risks and
Manifesto priorities

=Encourage further investigation into the issues surrounding
alcohol related crime and harm; explore ways to intervene early

to prevent it — with support from our partners.

The activities of the Constabulary are further governed by the vision,
corporate values, principles and behaviours that have been agreed by the

Commissioner and the Chief Constable.

Thorough the mechanism of a monthly, public, Strategic Governance Board
the Commissioner receives regular reports from the Chief Constable, his chief
financial officer, the Chief Executive and the Treasurer on the implementation
of these objectives, financial management and emerging issues. This is
supplemented by a range of policies and processes to support the operation
of the Commissioners office, including a scheme of delegation to officers,
standing orders relating to the business of the Commissioner, and codes of
conduct for the Commissioner and his Deputy as well as the staff of the
OPCC.

TRANSPARENCY

The Commissioner has adopted and is following a wide ranging and robust
transparency agenda which whilst it is based on the secondary legislation of
the two Specified Information orders is nevertheless one of the Commissioner
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7.2

7.3

7.4

7.5

key tenets. Meetings are publicised in advance and all decisions are taken in
the public domain as far as possible. All decisions are published along with
any supporting reports that are not subject to a restrictive marking. It is
accepted that more could be done to allow the public to see how the
Commissioner is spending taxpayers’ money and holding the Chief Constable

to account. This will be a work stream in 2013/14.

The financial management of the Commissioner’s business is integrated with
and influenced by many of the above processes, and includes processes for
forward planning of expenditure and resources; budget consultation, setting
and monitoring; and completion of final accounts, all aimed to be accurate,
informative and timely. The Commissioner also has in place financial
regulations designed to support sound financial management policies and
procedures, and adherence thereto, and to reflect the Commissioner's currant

management structure and business activities.

In order to ensure compliance with policies, procedures and statutory
requirements, the Commissioner has a range of controls and processes in
place, as set out below. These processes also assist the Commissioner to
ensure the economical, effective and efficient use of resources, and to secure
continuous improvement in exercising his functions, providing for an effective

performance management and reporting process.

The Commissioner or his representative sit on project groups at all levels
within the Constabulary and the Constabulary regularly provides the
Commissioner with information on performance, finance and risk

management, in accordance with an agreed forward plan, which is published.

Collaborative functions are overseen by the East Midlands Police and Crime
Commissioners Board. The Board provides oversight of all collaboration
activities in the region and is a forum for all Police and Crime Commissioners
and Chief Constabies their experiences of partnership work. All forces can
discuss governance, performance and financial issues at the quarterly
EMPCCB meetings. The collaboration builds on best practice from across the

region to improve performance as well as saving money.
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7.6

7.7

7.8

7.9

7.10

The region’s forces continue to expand collaborative arrangements through
the East Midlands Police Collaboration Programme (EMPCP) which is led by
the Deputy Chief Constable East Midlands. All the projects aim to save
money, increase capacity and capability, maintain or improve customer
service standards, use officer and staff time in the best way possible, deliver
the best service with the resources available, improve performance or make
better use of technology. The EMPCP focuses on delivering joint regional

work in both operational and non-operational support services.

An Internal Control Assurance Statement has been produced by the Deputy
Chief Constable East Midlands covering performance monitoring,
arrangements for compliance with relevant laws, polices and procedures, and
that appropriate controls are in place for the management of resources.

A management structure is in place, with clear lines of accountability for both
operational issues and use of resources. Budgets for each service are
approved each year at the EMPCCB which defines the expenditure targets for

each area of policing within regional collaboration.

Each force actively supports the budget allocation and sets its own precept
accordingly. Management reports showing costs against budget are provided
monthly and unexpected variances and investigated and explained, ready for
reporting to EMPCCB quarterly. The monthly expenditure reports are shared
across the region to provide each force with visibility over expenditure to date.

Whilst the EMPCCB provides joint oversight, it has no decision making
powers; Commissioners remain individually responsible for their decisions
and Chief Constables are held to account locally for activities they carry out

regionally.

The Joint Audit Risk and Assurance Committee for the Chief Constable and
the Commissioner is charged with overseeing the corporate governance
process and the management of risk. It carries out the role of an audit

committee and will review the full Annual Governance Statement and approve
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an abridged version for inclusion in the annual Statement of Accounts. The
Statement of Accounts for 2012/13 will be approved by the JARAC Committee

itself in September.

8 REVIEW OF THE JOINT CODE OF CORPORATE GOVERNANCE 2012/13

8.1 In adopting the Joint Code the Commissioner undertook to demonstrate
compliance with the principles of corporate governance in each of the six

dimensions of his business:

=  Focusing on the purpose of the Commissioner and the Constabulary,
and on outcomes for the community, and creating and implementing
a vision for the local area;

= Leaders, officers and partners working together to achieve a
common purpose with clearly defined functions and roles;

*  Promoting values for the Commissioner and demonstrating the
values of good governance through upholding high standards of
conduct and behaviour;

= Taking informed and transparent decisions which are subject to
effective scrutiny and managing risk;

= Developing the capacity and capability of the Commissioner and the
Officer of the Police and Crime Commissioner to be effective; and

=  Engaging with local people and other stakehclders to ensure robust

public accountability.

Attached-at-Appendix-1is a review of these six areas has been carried out

with comment as to how these have been achieved. This review evaluates
how well the Commissioner has met his own code since November 2012, and
identifies what areas of work will be reviewed or improved in 2013/14. The
major area for development during 2013/14 will be the arrangements required

for the Stage 2 transfer post April 2014.
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9.1

9.2

9.3

9.4

9.5

10

10.1

DELIVERING THE GOVERNANCE FRAMEWORK

The Commissioner is committed to maintaining an effective governance

framework.

The Joint Audit Risk and Assurance Committee is responsible for all audit
matters and has oversight over the full range of audit and inspection activity
undertaken across the Commission. This provides effective reassurance that

governance arrangements are working effectively.

External Inspection activity is carried out by KPMG LLP, appointed following a
national tender process by the outgoing Audit Commission. RSMTenon
provides the internal audit service. Previously, HMIC had some remit over
Police Authorities but can now only inspect Commissioner activities on

request and for a fee.

The designated Monitoring Officer (the Commissioner’s Chief Executive) is
responsible for promoting and maintaining high standards of conduct of the
Commissioner and his deputy by monitoring compliance with the
Commissioner’'s Code of Conduct and the Register of Interests and

Hospitality.

Collaboration is overseen by Management Boards with overall responsibility
through the East Midiands Police and Crime Commissioner Board.

REVIEW OF EFFECTIVENESS OF INTERNAL CONTROL

The Commissioner has responsibility for conducting, at least annually, the
review of the effectiveness of the system of internal control. The review of
effectiveness of the system of internal control is informed by the work of the
internal auditors and the managers within both the Constabulary and the
Commissioner’s Office who have responsibility for the development and
maintenance of the internal control environment. It is also informed by the
comments received from external auditors, and other review agencies and

inspectorates.
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10.2 There are a number of ongoing processes, which review effectiveness from

several different perspectives. and-these-are-explained-at-Appendix2-

10.3 Management Assurance statements were provided to the Chief Executive and
Treasurer by individual Senior Officers in the OPCC to provide confirmation
on the status of the internal control environment within their areas of

responsibility.

10.4 The Management Assurance Statements established that all Senior Officers,
Directors and Heads of Department were confident that all significant internal
control matters brought to their attention had been dealt with and no such
matters remained unresolved. This process includes the Business Managers

who have specific delegations in relation to managing resources.

10.5 Internal Audit also provides assurance statements for each audit they carry

out during the year, being Substantive, Adequate, or Limited.

10.6 The Internal Audit Annual Assurance Statement opinion regarding the
adequacy and effectiveness of the arrangements for governance, risk
management and control is classified as GREEN as detailed in the Annual
Internal Audit Letter for 2012/13.

10.7 In addition to the above formal review, assurance is provided throughout the

year through:

¢ The framework of regular management information.

¢ Internal audit reviews, advisory reports and progress and follow-up
reports.

s Performance monitoring arrangements.

e The role of the Professional Standards Department where their work
impacts on the activities of the Commissioner’s office.

¢ Reviews by external agencies such as the Audit Commission and HMIC.
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1.1

11.2

11.3

12

12.1

SIGNIFICANT INTERNAL CONTROL ISSUES

Significant Internal Control Issues 2012/13 — There were no significant
control issues identified during the year and the system of Internal Control is
considered to have operated adequately in 2012/13. At the time of writing,
the annual accounts for 2012/13 have not yet been audited. There are no

known post balance sheet events.

There were no significant control issues identified and reported in the
Statement of Accounts for 2011/12.

We have been advised on the implications of the results of the review of the
effectiveness of the governance framework by the Joint Audit Risk and
Assurance Committee and the arrangements continue to be regarded as fit for
purpose in accordance with the governance framework. Having undertaken
the review of governance, the areas of work or development in 2013/14 are:

Review of governance of relevant partnerships

Determine evidence that complaints have informed positive service

improvement

Develop protocols for

= PCC/Joint Partnership

. PCC/Officer protocol

. PCC/Chief Constable Protocol

LOOKING FORWARD

There will continue to be serious challenges to be faced not only in 2013/14
but for the next three - five years at least. The Comprehensive Spending
Review in December 2010 impacted heavily on police forces generally with
cuts of 20% in grant funding over the lifetime of the Review. A further
spending review is under way for 2015/16 and policing grant has not been
announced yet for 2014/15. Whilst the need to address a funding shortfall of
£20m to £24m has been achieved further financial challenges are inevitable.

The Constabulary change programme calied Moving Forward will be entering
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Phase 4 to further review spending pians as a shortfall of up to £10m is

anticipated.

12.2 The Commissioner and the Chief Constable are committed to delivering a
high quality policing service. The organisation continues to make savings by
reducing bureaucracy, with particular emphasis on utilising better information
technology to reduce waste and streamline processes. Its collaboration
programme is continuing to be expanded delivering both financial savings and

improving resilience.

12.3 The next step in the governance transition is the planning and preparations for
a Stage 2 transfer of staff and assets from the Commissioner as employer to
the Chief Constable. Discussions between the Commissioner and the Chief
Constable are well advanced and a draft Transfer proposal will be considered
by the Strategic Governance Board in July ready for submission to the
Secretary of State by the middle of September. Changes will be required in
the governance frameworks of both the Commissioner and the Chief
Constable to address the new staffing structures. In particular, the scheme of

delegation and consent will need to be completely rewritten.

Background documents - NOT ATTACHED:

Appendix 1. Police and Crime Commissioner for Derbyshire: Review of the Code of
Corporate Governance 2012/13 Held on File by the Treasurer .

Appendix 2. Internal Control Environment Police and Crime Commissioner for
Derbyshire incorporating the review of effectiveness for 2012/13. Held on File by
the Treasurer .

Appendix 3. AGS for Coliaboration Held on File by the Treasurer
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DEFINITIONS

Accounting Period
The period of time covered by the accounts, normally a period of twelve months commencing on 1
April.

Accruals
The concept that income and expenditure are recognised as they are eamed or incurred, not as money

is received or paid.

Agency and Contracted Services
Services which are performed by, or for, another Authority or public body where the agent or contractor
is reimbursed for the cost of work done.

Budget

A statement of the Group's {financial) plans for a specific period of time. A budget is prepared and
approved by the Commissioner prior to the start of the financial year. The Commissioner's budget is
prepared on an out-turn basis which means that increases for pay and prices during the financial year

are contained within the total budget figure.

Capital Adjustment Account

The capital adjustment account reflects the difference between the cost of fixed assets consumed and
the capital financing set aside to pay for them. It provides a mechanism between the different rates at
which assets are depreciated under the Code and are financed through the capital controls system.

Capital Expenditure
Expenditure on the acquisition of a fixed asset or expenditure which adds to the life or value of an

existing fixed asset.

Capital Financing Requirement

The Capital Financing Requirement represents capital expenditure financed by borrowing and not by
capital receipts, revenue contributions, capital grants or third party contributions at the time of spending.
It measures the Commissioner's underlying need to borrow for a capital purpose.

Capital Receipts
Proceeds from the sale of an asset which may be used to finance new capital expenditure or to repay
outstanding loan debt as laid down within rules set by Central Government.

Chief Constable
The Chief Constable is a separate corporation sole which was established on 22 November 2012 under

the Police Reform and Social Responsibility Act 2011,

CIPFA
The Chartered Institute of Public Finance and Accountancy. This is the main professional body for
accountants working in the public services.

Commutations and lump sum retirement benefits
These are the amounts paid to officers when they retire, if they choose to have a lower pension.

Contingent Liabilities
A potential liability at the balance sheet date when the accounts are submitted for approval. The liability
will be included in the balance sheet if it can be estimated with reasonable accuracy otherwise the

liability will be disclosed as a note to the accounts.

Corporate and Democratic Core
This represents the costs of delivering public accountability and representation in policy making and
meeting our legal responsibilities.

Creditors
Amounts owed by the Commissioner for work done, goods received or services rendered which have

not been paid for by the end of the financial year.
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Debtors
Sums of money due to the Commissioner for work done or services supplied but not received at the

end of the financial year.

Deferred Liabilities
Liabilities which by arrangement are payable beyond the next year at some point in the future or paid
off by an annual sum over a period of time.

Defined Benefit Scheme

A pension or other retirement benefit scheme, with rules that usually define the benefits independently
of the contributions payable and where the benefits are not directly related to the investments of the
scheme. The scheme may be funded or unfunded.

Depreciation
The measure of the wearing out, consumption, or other reduction in the useful economic life of a fixed
asset, whether arising from use, the passing of time or obsolescence through technological or other

changes.

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 receivables and investments.

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 financial guarantees.

Fixed Assets - Intangible

Intangible assets are defined as ‘nan financial fixed assets that do not have physical substance but are
identifiable and are controlled by the entity through custody or legal rights’ , for example, software
licences.

Formula Grant Distribution System

A mechanism by which Central Government determines how much Revenue Support Grant, Home
Office Police Grant and Business Rates each local authority should receive in a given year to provide a
common level of service. For the police service it is principally based on the resident and daytime
populations, plus relevant socio-economic characteristics, for the area covered by an authority.

Group
The term Group refers to the Commissioner and the Chief Constable.

Impairment
A reduction in the value of a fixed asset below the amount shown on the balance sheet.

Leasing
A method of financing capital expenditure where a rental charge is paid for a specified period of time.
There are two main types of leasing arrangements:-

(a) finance leases which transfer all of the risks and rewards of ownership of a fixed
asset to the lessee and such assets are included within the fixed assets in the

balance sheet.
(b) operating leases where the ownership of the asset remains with the leasing

company and the annual rental is charged direct to the revenue account.

Minimum Revenue Provision
The minimum amount which must be charged to the revenue account each year and set aside for
provision for credit liabilities.

Net Book Value
The amount at which Property, Plant and Equipment are included in the balance sheet and being their
historical cost or current value, less the cumulative amounts charged for depreciation.
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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.

Police and Crime Commissioner (PCC)

The Police and Crime Commissioner (PCC}, known as the ‘Commissioner, is a separate corporation
sole which was established on 22 November 2012 under the Police Reform and Social Responsibility
Act 2011.

Precept
The methed by which the Commissioner obtains the income it requires from council tax via the

appropriate authorities.

Provision
An amount set aside to provide for a liability which is likely to be incurred but the exact amount and the

date on which it will arise is uncertain.

Prudential code

The Code developed by CIPFA that sets out a framework for setf-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 sustainable. The code came into force from 1 April 2004
and is incorporated into the Local Government Act 2003 and associated regulations.

Receipts and payments
Amounts actually paid or received in a given accounting period irrespective of the period for which they

are due.

Reserves

Earmarked reserves are amounts set aside for a specific purpose in one financial year and carried
forward to meet expenditure in future years. General reserves are accumulated balances generally
available to support revenue or capital spending.

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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EXPLANATORY FOREWORD

Introduction

These accounts set out the overall financial position of the Chief Constable for Derbyshire, who is
responsible for Derbyshire Constabulary, for the year ended 31 March 2013.

Serving Derbyshire i

N Mits
Derbyshire Constabulary serves an area of more
than 1,000 square miles, and a population around Tk
one million. Derbyshire is renowned for being B g:m_;;‘“"-ﬁ? ¢
hugely diverse. It encompasses the rural areas of - EaintrET
the High Peak, Derbyshire Dales and the Derwent .
Valley, a World Heritage Site. These areas attract s 1
a significant amount of tourism throughout the T i

year. In addition, there are old mining
communities, modem towns and business centres.
It is also home to the vibrant and culturally diverse
city of Derby. There are more than 70 different
languages spoken in Derby.

Sy oot

2012/13 was an important year for policing nationally. Introduction of the Police Reform and Social
Responsibility Act 2011 changed the way in which the police in England and Wales are governed and
held accountable.

One of the key reforms was to replace the Derbyshire Police Authority with a Police and Crime
Commissioner for Derbyshire (PCC), known as the ‘Commissioner. At the same time the Chief
Constable was established as a separate body with responsibility for Derbyshire Constabuiary.

The primary function of the new body headed by the Chief Constable is the exercise of operational
policing duties under the Police Act 1996. The Commissioner's function is to hold the Chief Constable
to account for the exercise of these duties, thereby securing the maintenance of an efficient and
effective police service in Derbyshire.

These are the first statutory accounts to be prepared under the new arrangements. For accounting
purposes the Commissioner and Chief Constabie together are known as the PCC Group. A separate
set of statutory accounts has been published for the Commissioner and PCC Group to recognise all the
financial transactions incurred during 2012/13 for policing in Derbyshire.

This Foreword provides an overview of the new accounting armrangements and outlines the financial
performance of the Chief Constable during 2012/13.

The 201213 Statement of Accounts is prepared in accordance with the Chartered Institute of Public
Finance and Accountancy’s (CIPFA) Code of Practice on Local Authority Accounting 2012/13. The
Accounts reflect the current legislative framework as well as the local arrangements operating in
practice. Key elements of this framework include:; -

= The Police Reform and Social Responsibility Act 2011 (the Act).

= The Home Office Financial Management Code of Practice for the Police Service of England and
Wales 2012.

= Scheme of Delegation between the Commissioner and Chief Constable.

=  The Financial Handbook of the Commissioner and Chief Constable.
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On 22 November 2012 the assets, liabilities and reserves belonging to the Derbyshire Police Authority
were transferred directly to the Commissioner and during the first phase of transition have remained
under the Commissioner's control. During this period the Commissioner receives all income and
funding and makes all the payments for the Group from the Police Fund. In turn the Chief Constable
fulfils its functions under the Act within an annual budget (set by the Commissioner in conjunction with
the Chief Constable). A scheme of delegation is in operation between the two bodies determining their
respective responsibilities during the first phase, as well as local arrangements in respect of the use of
the Commissioner's assets and staff. The primary statements for 2012/13 reflect the position during the
first phase of transition.

Financial Statements

The financial statements for the Chief Constable required under the 2012/13 Code consist of: -

Comprehensive Income and Expenditure Statement (CIES)

This statement shows the accounting cost in the year of providing services in accordance with generally
accepted accounting principles for the Chief Constable, in addition to the amount of funding by way of
grant income. This statement shows nil entries for the year ending 31 March 2013 as all income and
expenditure is received and made by the Commissioner during the year. The financial consequences of
the operational activites undertaken by the Chief Constable can be seen in the Operating Cost
Statement which is shown in the explanatory notes.

The Chief Constable’s accounts have been prepared on the basis that all of the Chief Constable's
functions are being exercised as an agent of the Commissioner.

Movement in Reserves Statement

This summarises the movements to and from the reserves for the year 2012/13. The Chief Constable
does not manage any of these transactions and accordingly this statement does not show any
movements. It is included in the Accounts to show the reader that all reserve movements are handied by
the Commissioner.

The Balance Sheet

This sets out the assets, liabllities and reserves of the Chief Constable. As previously mentioned the
Chief Constable does not own any assets or liabilities nor hold any reserves at year end. It is included in
the Accounts to show the reader that all Balance Sheet balances are accounted for by the
Commissioner.

The Cash Flow Statement
This shows the inflows and outflows of cash to the Chief Constable. As previously mentioned the Chief

Constable does not manage any of these transactions and accordingly this statement does not show
any figures. Movements of monies are included in the Accounts of the Commissioner.

Accounting Policies
Accounting policies are the specific principals, conventions, rules and practices that are applied in

preparing and presenting the annual accounts. These accounts reflect the position during the first
phase of transition under the Police Reform and Social Responsibility Act 2011.

Other Contents

This being the first year of accounting for the Chief Constable means that no comparative figures are
required to be disclosed in the Accounts or notes in accordance with the Code’s requirements.

In addition to the financial statements, the annual accounts include a Statement of Responsibilities for
the Accounts.
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An Annual Governance Statement (AGS) is included within this Statement of Accounts. The statement
is a statutory document which explains the governance processes and procedures in place io enable the
Chief Constable to carry out his functions effectively. Following the Police Reform and Social
Responsibility Act 2011 the Chief Constable is required to produce his own AGS each year which must
accompany the Chief Constable’s Statement of Accounts.

Financial Report

Revenue Budget

The good progress that the Constabulary has already made in meeting the unprecedented financial
challenges, including savings of some £21m over the last three years has put Derbyshire Police in a
strong financial position and in particular enabled the former police authority to build up reserves to help
manage future budget cuts and austerity.

Throughout this period of austerity the Constabulary has placed great emphasis on maintaining
performance even during a time of unprecedented budget cuts, in fact crime continues to fall and pubiic
confidence in the police has increased.

Despite this good performance it would be unrealistic to expect that funding cuts can continue to be
made without impacting on performance. This was recognised by the former Police Authority last year
when they agreed to recommence police officer recruitment based on a managed use of reserves. This
has helped the Constabulary maintain its strong performance and indeed in the current year, Derbyshire
has seen one of the biggest reductions in crime nationally.

A revenue budget for 2012/13 was set at £165.740 million, a decrease of 2.68% over 2011/12. The
budget decrease was in response to the reduction in Government funding. The funding of the £165.740
million comprised central government formula funding (Police Specific Grant, National Non-Domestic
Rates (NNDR} and Revenue Support Grant (RSG)) of £111.207m, and Council Tax of £54.533m. A
total of £14.221m 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 remained at £163.74, as the Poiice
Authority decided not to approve an increase in Council Tax for 2012/13. Funding equating to £1.632m
was received from the Communities and Local Government Department to fund the Council Tax freeze.

Performance

Finance

Net expenditure incurred against the Revenue Budget for the Chief Constable and the Group amounted
to some £163.179m, which allowed £2.561m to be added to reserves at the end of the year, which is
available to help address future budget pressures.

The increase to reserves reflects the success of the measures implemented to address the continuing
significant savings and demands on the Constabulary’s budget. However, this increase is expected only
to be temporary as reserves will be needed to bridge the budget gap projected from 2014/15 onwards.

The positive 2012/13 outturn position has been achieved with a much smaller organisation. The
Constabulary has gone through immense change, which has resulted in 400 officers and staff leaving
over the past four years. Despite the organisational change and the financial pressures the force,
working with its partner agencies has continued to improve its year on year performance. For 2012/13
there were 10,000 fewer crimes compared to last year, which equates to a fall in crime for the tenth year
in a row.

The table below is presented in a subjective analysis format, which is used for intemal reporting
purposes.
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Over/
Budget Heading Bucdget Outturn {Under)spend
£ £ £

Police Officer Pay & On Costs 95,304,100 94 777,466 (526,634)|
Police Staff Pay & On Costs 35,112,200 35,113,566 1,366
Other Employee Expenses 538,200 460,420 (77,780)
Police Pensions 2,487,700 2,662,860 175,160
Premises 8,667,400 8,864,922 197,522
Transport 3,832,650 3,815,279 (17,371)
Supplies & Services 12,250,850 11,647,390 {603,460)
Agency 1,043,800 1,227,302 183,502
Debt Charges 1,001,500 1,000,186 {(1,314)
Revenue Contribution to Capital 0 3,135 3,135
Government Grants (6,414,900) {(6,425,323) (10,423)
General Income (2,886,500} (3,494,863) {608,363)
Regional Units 9,955 500 9,788,067 (167,433)
EMCTIU 0 0 0
Secondments 33,100 0 (33,100)
Interest Receipts (410,000} {403,504) 6,496
Coniributions to/from Reserves 3,392,589 3,348,517 {44,072)
BCU Fund 620,100 603,562 {16,538)
Regional and National Policing (?35,800)L {1,159,969) (424 169)
Other Specific Grants 80,600 18,217 (62,383)
Partnerships 795,920 501,859 (294.061)|
TOTAL FOR THE CHIEF CONSTABLE : 184,669,009 | 162,349,089 (2,319,920)|
Office of the Police and Crime Commissioner 1,071,300 830,589 (240,711)
TOTAL FOR DERBYSHIRE POLICE ' 165,740,300 | 163,179,678 (2,560,631}

Key points to note in respect of individua! variations in the table above include: -

Police Officer Pay and Allowances, including Overtime: £0.527m underspend. The majority of
underspend is against overtime budgets where demands have been relatively light in recent months.
The territorial divisions in particular have made savings on their overtime allocations.

Police Pension costs: £0.175m overspend. Officers continue to leave the organisation early through
ilFhealth. The number of such retirements that occurred in the year was 9 against 6 included within the

revised estimates.

Premises Costs: £0.197m overspend. This can be principally be attributed to the cost of sewerage
repairs at the Police Headquarters site.

Supplies and Services: £0.603m underspend. This underspend has occurred across a range of
budget headings. It partly reflects the timing of the delivery of goods and services for which orders have
been placed but also, in some areas, the need for expenditure has reduced compared to the previous
estimates. For example, a provision included for Court Fees arising from cases in 2011/12 is not now
needed, saving £0.030m. The force's share of the running costs of the North Midlands Helicopter
Support Unit will be £0.050 less than previously expected, due to the number of actual flying hours
being less than expected. Savings in uniform purchases equating to £0.086m, despite issuing uniforms
to new recruits. There has been reduction in the ordering of printing and stationery that has resulted in
savings of £0.057m. There has been a reduction in the usage and cost of telephones £0.103m and
Blackberries £0.074m.

Agency costs: £0.183m overspend. The budget for agency forensic work was reduced at Revised
Budget by £0.297m. Spend of this budget is dependant on demand, which has been greater than was
anticipated at the Revised Budget stage.
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Income - £0.608m 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: -

Proceeds of Crime Act £0.132m
Sale of vehicles £0.068m
Vehicle recovery £0.119m
Vocational training £0.121m
General cost recovery £0.118m

Partnerships - £0.284m underspend. The underspend has occurred across a range of budget
headings. It partly reflects the timing of parinership initiatives and the delivery of goods and services for
which orders have been-placed.

Regional Collaboration: £0.167m underspend. Many of the collaborations have now been in place for
a number of years. This includes the ‘officers in kind’ contributed to the already existing EM Special
Operations Unit. The costs of establishing the new HR Service Centre are shown, while the significant
future savings will not be start to be realised until the new financial year 2013/14.

Regional and National Policing: £0.424m underspend. The majority of this underspend relates to
external funding held on behalf of national Proceed of Crime Act {(POCA) schemes.

Crime

Crime has fallen for the tenth consecutive year in Derbyshire with the county seeing one of the biggest
reductions in crime nationally. Overall crime has reduced by 16.3 per cent from 61,483 incidents in
2011112 to 51,440 in 2012/13 meaning there were more than 10,000 fewer victims this year compared

to last.

In the ten years since National Crime Recording Standards were introduced, bringing about a
consistency in how the police recorded crimes, the number of victims in Derbyshire has halved. This ten
year reduction is well ahead of the national trend. In 2002/3 there were more than 103,000 victims of
crime in Derbyshire.

During the last year, house burglary fell by 12 per cent from 3,262 incidents to 2,855, violent crime saw
a 14 per cent reduction from 14,370 to 12,290 while vehicle crime dropped by six per cent from 5,261 to
4,920, Criminal damage reduced by 24 per cent from 11,577 to 8,755.

The positive outcome rate fell sfightly from 36.6 per cent in 2011/12 to 36 per cent. Positive outcomes
represent those crimes where an offender has been identified and the crime solved to the satisfaction of
the victim. Positive outcomes include offences taken to court (either the Crown Court or the Magistrates’
Court), offences 'taken into consideration’, offences where the offender might receive an official caution
or a formal Fixed Penalty Notice or offences resolved using restorative justice.

These figures show a fall in crime of more than 50 per cent since 2002/03, which means 52,000 fewer
victims than ten years ago: that is 1,000 fewer each week. These latest figures show that Derbyshire is
increasingly a safe place to live in, work in and visit.

The performance is a reflection of the hard work done each day by police officers and staff, but just as
much reflect the effort and commitment of pariner organisations, communities, volunteers and all justice
agencies. Derbyshire Constabulary are just one part of this wider group, all working together to make
the county safer for everyone.

Outlook for 2013/14 and key challenges

2013/14 was the first year when the budget for policing Derbyshire was set by the Commissioner. The
Commissioner took the decision to raise Council Tax by 1.96%, equivalent to an additional £3.21 per
year for a Band D householder, bringing the total bill to £166.95 compared to the current £163.74. This
increase equates to an additional £1m to help maintain frontline resources and police officer posts.
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The key features of the Commissioner’s first budget includes: -

* Saving £100,000 from the costs of running his own office which has been reinvested to provide an
additicnal four PCS0s.

= Investment in the Force through a revenue contribution to enhance the capital programme of £1m.

* Increased funding in neighbourhcod engagement.

e Maintaining the current level of frontline policing at the current level of police officer numbers.

The financial outlook continues to be uncertain, while it is clear that there are likely to be deeper cuts in
2015/16 and austerity will be extended until 2017/18, the precise impact on the police service is still
unclear.

For 2013/14 the Home Office has tried to lessen the impact of further funding cuts on the police but it
remains to be seen whether this will continue in 2014/15. Unlike other public authorities, the Police are
still awaiting details of their funding for year 2 (2014/15). The position beyond 2015/16 is even more
uncertain.

Pensions

Pensions costs are accounted for in accordance with the accounting standard IAS 19 which are
disclosed in the Group Accounts. In order to reflect the full financial consequences of using the services
of officers and staff during the year, a charge for pensions is made to the Chief Constable’s Operating
Cost Statement (see note 7).

Police Reform and Social Responsibility Act 2011

Following the Stage 1 transfer introducing Police and Crime Commissioners and abolishing Police
Authority’s the Act now requires a second ‘Stage 2’ transfer which refers to the subsequent movement
of certain staff, property, rights and liabilities from the Commissioner to the Chief Constable to be
completed by April 2014. The stage 2 transfer is designed to allow the Commissioner the freedom to
make their own local amangements about how their functions and those of the police force will be
discharged in future. Work is now underway to establish these local arrangements as under the terms of
the Act, the Commissioner must submit his proposals for Stage 2 transfers to the Home Secretary by
September 2013 who will decide whether or not to approve it, with, or without modifications, in
accordance with her statutory powers.

Collaboration

The five police forces in the East Midlands region have been working together for over a decade in
many different areas of operational and non-operational policing.

With each of the five forces now facing significant financial challenges, there is a strong belief in the
East Midlands that collaboration is not only pragmatic but will achieve real results that will enhance the
way the police service in the region does business.

Collaboration is based on three key principles:

= Local policing will remain local.
= Collaboration in operational and non-operational support services should be sought.
= The benefits and costs of working collaboratively will be shared between the five forces.

The vision for collaboration in its most recent three-year plan states:

*  Productivity will be improved through working together and sharing best practice, increased
interoperability and shared delivery of services. Also through making better use of resources.

= Public safety will be improved through the shared delivery of protective services where appropriate,
reducing threat, risk and harm.

= Public confidence in the police will be improved through successful delivery and communication of
the productivity and public safety improvements, together with local policing delivery by local police
forces.
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Palice collaboration in the East Midlands is the most substantial of its kind in the country and has a
number of significant benefits to police officers, staff and residents right across the region:

Greater resilience.
Increased capability.
Reduced bureaucracy.
Reduced cost.

A breakdown of expenditure incurred is included in the note 5.

Changes to the Statement of Accounts
The accounts are prepared in accordance with proper practices as set out in the CIPFA Code of

Practice on Local Authority Accounting in the United Kingdom, known as the ‘Code’. There are no
significant new areas of change in the Code for the financial year ended 31 March 2013.
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STATEMENT OF RESPONSIBILITIES FOR THE ACCOUNTS
The Chief Constable’s Responsibilities
The Chief Constable is required: -

« to make arrangements for the proper administration of the Derbyshire Constabulary's
financial affairs and to secure that one of its officers (Director of Finance and Business
Services) has the responsibility for the administration of these affairs;

* to manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets; and

» to approve the statement of accounts

I approve these Statements of Accounts

Signed !\l ' C—_" *

Mick Creedon
Chief Constable

Date: Z@Q-Zﬁl?

The Director of Finance and Business Services’s Responsibilities

The Director of Finance and Business Services is responsible for the preparation of the
Statement of Accounts for the Chief Constable in accordance with proper practices as set out
in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
{“the Code”).

in preparing this Statement of Accounts the Director of Finance and Business Services has: -

¢ selected suitable accounting policies and then applied them consistently;
¢ made judgements and estimates that are reasonable and prudent; and
« complied with the local authority code.

The Director of Finance and Business Services has also: -

o kept proper accounting records which were up to date; and
e taken reaschable steps for the prevention and detection of fraud and other irregularities.

DIRECTOR OF FINANCE AND BUSINESS SERVICES CERTIFICATE
| 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 2013 and of its income and
expenditure for the year ended 31 March 2013.

—_—

_ \
RN\ ———0

Signed
Terry Neaves CPFA
Director of Finance and Business Services

Date: ~ ¢ lq( =
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Independent auditor’s report to the Derbyshire Chief Constable

We have audited the financial statements of the Derbyshire Chief Constable for the year ended 31
March 2013 on pages 13 to 26. The financial reporting framework that has been applied in their
preparation is applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting
in the United Kingdom 2012/13.

This report is made solely to the Chief Constable in accordance with Part |l of the Audit Commission
Act 1998. Our audit work has been undertaken so that we might state to the Chief Constable those
matters we are required to state in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Chief
Constable for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the Chief Financial Officer and auditor

As explained more fully in the Statement of the Chief Financial Officer's Responsibilities, the Chief
Financial Officer is responsible for the preparation of the Statement of Accounts, which includes the
financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom, and for being satisfied that they give
a true and fair view. Our responsibility is to audit, and express an opinion on, the financial
statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of whether the
accounting policies are appropriate to the Chief Constable’s circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the Chief Financial Officer; and the overall presentation of the financial
statements. In addition, we read all the financial and non-financial information in the Explanatory
Foreword to identify material inconsistencies with the audited financial statements. If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for

our report.
Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view of the financial position of the Chief Constable as at 31 March 2013 and
of the Chief Constable’s expenditure and income for the year then ended;

¢ have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2012/13.
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Matters on which we are required to report by exception

The Code of Audit Practice 2010 for Local Government Bodies requires us to report to you if:

the annual governance statement set out on pages 27 to 38 does not reflect compliance with
‘Delivering Good Governance in Local Government: a Framework’ published by CIPFA/SOLACE in
June 2007; or

the information given in the Explanatory Foreword for the financial year for which the financial
statements are prepared is not consistent with the financial statements; or

any matters have been reported in the public interest under section 8 of Audit Commission Act
1998 in the course of, or at the conclusion of, the audit; or

any recommendations have been made under section 11 of the Audit Commission Act 1998; or

any other special powers of the auditor have been exercised under the Audit Commission Act
1998.

We have nothing te report in respect of these matters

Other matters on which we are required to conclude

We are required under Section 5 of the Audit Commission Act 1998 to satisfy ourselves that the
Chief Constable has made proper arrangements for securing economy, efficiency and effectiveness
in the use of resources. | am also required by the Audit Commission’s Code of Audit Practice to
report any matters that prevent me being satisfied that the audited body has put in place such
arrangements.

We have undertaken our audit in accordance with the Code of Audit Practice and, having regard to
the guidance issued by the Audit Commission, we have considered the results of the following:

e our review of the annual governance statement; and

e the work of other relevant regulatory bodies or inspectorates, to the extent the results of
the work have an impact on our responsibilities.

As a result, we have concluded that there are no matters to report.
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Certificate

We certify that we have completed the audit of the financial statements of the Derbyshire Chief
Constable in accordance with the requirements of the Audit Commission Act 1998 and the Code of
Audit Practice 2010 for Local Government Bodies issued by the Audit Commission.

John R Cornett
for and on behalf of KPMG LLP, Appointed Auditor
Chartered Accountants

KPMG LLP

1 Waterloo Way
Leicester
LE16LP

30 September 2013
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CHIEF CONSTABLE
STATEMENT OF ACCOUNTING POLICIES

Accounting Policies

General Principles

These financial statements have been prepared in accordance with the Code of Practice (the Code) on
Local Authority Accounting in the United Kingdom issued by the Chartered Institute of Public Finance
and Accountancy (CIPFA) and the Accounts and Audit Regulations 2003 (as amended) and the Service
Reporting Code of Practice for Local Authorities 2012/13 (SeRCOP). The accounting policies contained
in the Code apply Intemational Financial Reporting Standards {IFRS) as adapted for the public sector by
the Intemational Public Sector Accounting Standards (IPSAS).

The accounts have been prepared on a going concern basis using an hisforic cost convention, modified
to account for the revaluation of certain categories of tangible fixed assets and financial liabilities.

The Accounting Policies below also reflect the powers and responsibilities of the Chief Constable as
designated by the Police Reform and Social Responsibility Act 2011 and the Home Office Financial
Management Code of Practice for the Police Service, England and Wales 2012. The Accounting
policies defined here are consistent with local regulations, local agreement and practice as well as the

PCC Group policies.

The Accounts cover the 12 months to 31 March 2013.

Cost Recognition

All expenditure is paid for by the Commissioner including the wages of police officers and staff and no
actual cash transactions or events take pace between the two entities. Costs are however recognised
within the Chief Constable’s Accounts to reflect the financial resources consumed at the request of the
Commissioner and the economic benefit this brings about. For instance an economic bensfit is
recognised to reflect the utilisation of the Commissioner owned fixed assets which mirrors depreciation
of property, plant and equipment (amortisation in respect of intangible assets) and impairment from
obsolescence or physical damage.

Accruals of Expenditure
Activity is accounted for in the year it takes place, not simply when cash payments are made: -

=  Supplies are recorded as expenditure when they are consumed.

=  Expenses in relation to services received (included services provided by employees) are recorded
as expenditure when the services are received rather than when payments are made.

= Short term compensated absences are recognised in the Operating Cost Statement (OCS) in the
period in which officers or staff render the service which entitles them to the benefit, not necessarily
when they receive the benefit. The cost of leave earned, but not taken at the end of the financial
year is recognised in the financial statements of the Commissioner and the Chief Constable's OCS
to the extent that staff are entitled to camy forward a limited amount of leave into the following year.

Provisions

Provisions are made where an event has taken place that gives the Group an obligation that probably
requires settlement by a transfer of economic benefits, but where the timing of the transfer is uncertain.
While there are no provisions in the Chief Constable’s OCS, the revenue charge for provisions are
reflected in the Chief Constable’s OCS. Thus payments in the Chief Constables OCS are charges to
the provisions set up in the Group Balance Sheet. Estimated provisions are reviewed at the end of each
financial year. Where it is likely that a provision will not be required, the reflevant amount is reversed in
the Chief Constable’s OCS.
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Employee Benefits

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. The financial consequences of these benefits are
recognised in the Chief Constable’'s OCS in the year in which the employee renders service to the Chief
Constable. |AS 19 Employee Benefits also requires the Group to account for short-term compensating
absences which include time owing and annual leave accrued by accruing for the benefits which have
accumulated but are untaken by the 31 March 2013,

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Chief Constable to terminate
a member of staff's employment before their normal retirement date or their decision to accept voluntary
redundancy. These are recognised in the Chief Constable’s OCS when the Chief Constable is
demonstrably committed to the termination of the employment of an individual or group of employees or
making an offer to encourage voluntary redundancy.

Post employment henefits

The Police Pension Scheme (PPS) is a contributory eccupational pension scheme (contracted out from
the State earnings Related Pension Scheme), govemed by the Police Pension Regulations 1987 (as
amended) and related regulations that are made under the Police Pensions Act 1976. The 2006 New
Police Pension Scheme (NPPS), which started on 1 April 2006, is a contributory occupational pension
scheme (contracted out from the State earnings Related Pension Scheme), governed by the Police
Pensions Act 1976 (as amended by the Police Pension Regulations 2007). Officers make contributions
of 24.2% of pensionable pay. The employees’ contribution is set nationally by the Home Office and is
subject to triennial revaluation. A Pension Fund was set up on 1 April 2006 to administer both schemes.

Police staff and PCSO’s

Police staff and PCSO’s, subject to certain qualifying criteria, are eligible to join the Local Government
Pension Scheme administered by Derbyshire County Council. It is a funded scheme. Pensions and
other retirement benefits, based on final salaries, are paid from the fund. Employers and employees
make regular contributions into the fund so that the liabilities are paid for evenly over the employment
period. Actuarial valuations of the fund are undertaken every three years to determine the contributions
rates needed to meet its liabilities.

Value Added Tax (VAT)

The Chief Constable does not submit a VAT return as the PCC submits a single VAT retum on behaif of
the PCC Group. Expenditure in the Chief Constable's OCS excludes any amounts relating to VAT as all
VAT is remitted to/from HM Revenue and Customs.

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
Group recognises on its Balance Sheet the assets that it controls and the liabilities that it incurs. The
Chief Constable Accounts include Derbyshire’s share of running these operations as part of the
Operating Cost Statement.

Previously there were principally two Jointly Controlled Operations, North Midland Helicopter Support
Unit and East Midlands Special Operations Unit. In 2012/13, other collaborative arrangements with the
East Midlands Forces were entered into.

Events after the date of signing the accounts

When an event occurs after the date of signing the Accounts, which provides evidence of conditions that
existed at that date an adjusting event occurs and the amounts recognised in the Statement of Accounts
of the Group will be adjusted to take into account any values that reflect the adjusting event and will also
be reflected in the Chief Constable’s OCS where appropriate. Where an event occurs after the signing
date that is indicative of conditions that arose after the date, the amounts recognised in the OCS are not
adjusted but disclosed as a separate note to the Accounts. Events after the signing date are reflected
up to the date when the Statement of Accounts is authorised for issue and published.
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Changes in Accounting Estimates
Significant estimates and judgements in applying Accounting Policies

The preparation of the financial statements requires the Chief Constable to make judgements, estimates
and assumptions that affect the application of policies and reporting amounts. Estimates are made
taking into account historical experience, current trends and other relevant factors. However, because
balances cannot be determined with certainty, actual results could be materially different from the
assumptions and estimates.

Material estimates and assumptions are made in the following cases:

* In respect of police staff when estimates are required, the calculation of unused holidays {eg
annual leave, flexi leave) is based on a sample of police staff updated for the total number of
police: staff at the 31 March.

¢ The level of claims reflected in the Chief Constables Operating Cost Statement is determined
by applying historic experience of past claim to determine the probable outflow of economic
benefits in respect of existing claims.

The Accounting Policies and Changes in Accounting Estimates can sometimes be found as a note to
the Financial Statements.
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT FOR THE CHIEF CONSTABLE

This statement shows the accounting cost in the year of providing services in accordance with generally accepted

accounting principles for the Chief Constable, in addition to the amount of funding by way of grant income.This
statement shows nil entries for the year ending 371 March 2013 as all income and expenditure is received and made by

the Commissioner during the year. The financial conssgquences of the operational activities undertaken by the Chief

Constable can be seen in the Operating Cost Statement which is shown in the explanatory notes.

The Chief Constable's accounts have been prepared on the basis that all of the Chief Constable's functions are being
exercised as an agent of the Police and Crime Commissioner.

Chief Gonstable
For the year ended 31 March 2013
g g
2 2
g 2 s 8 H
[ 0
[ e 8 5 &
& uf O E 2
£000 £000 £000
Local Policing 0 0 Q0
Dealing with the Public 0 0 0
Criminal Justice Arrangements 0 0 0
Road Policing 0 0 0
Specialist Operations [ ¢] 0
Intelligance 0 0 0
Specialist investigation 0 0 4}
Investigative Support o] 1] 0
National Pelicing o] 1] 0
Corporate and Democratic Core 0 0 0
Non Distributed Costs 0 0 0
Cost of Policing Services before revaluations/funding 4] 1] 0
Revaluation losses not charged to Chief Constable 0 0 1]
Intra-group funding 0 0 0
Cost of Policing Services 0 0 0
QOther Operating Expenditure
(Gains) or Losses on the Dispesal of Non-Current Assets 0 0 4]
Levies to national police services 0 0 0
Financing and Investment Income and Expenditure
Interest Payable on Debt 0 0 0
Interest Element of Finance Leases (PFI) [¢] 0 0
Pensions Interest Cost and Expected Return on Pensions 0 [¢] 0
Assets
Investment Interest Income 1] 0 0
Profit or Loss on Discontinued Operations \] 0 0
Taxation and Non-Specific Grant Income
Recognised Capital Grants and Contributions 0 [} 0
General Government Grants 0 ] 0
Revenue Support Grant 0 0 4]
Council Tax Freeze Grant {2012/13 only) 0 0 [¢]
Non Domestic Rates Redistribution 0 0 [+]
Council Tax Income 0 0 1]
Home Office Grant Payable towards the Cost
of Retirement Benefits 0 4] 1]
{Surplus} or Deficit on the Provision of Services 0 0 0
(Surplus) or Deficit on Revaluation of Non-Current Assets 0
Actuarial (Gains) or Losses on Pension Assets and Liabilities 0
Other Comprehensive Income and Expenditure 0
0

Total Comprehensive Income and Expenditure
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BALANCE SHEET OF THE CHIEF CONSTABLE

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the Chief

Constable. The Chief Constable does not own any assets or liabilities nor hold any reserves at year end. It is included in the

lAccounts to show the reader that all Balance Sheet balances are accounted for by the Commissioner at 31 March 2013.

31-Mar-13
£000

Long-term assets 0
Total fixed assets 0
Total Long-Term Assets 0
Current Assets 0
Total Current Assets 1]
Current Liabilities 0
Total Current Liabilities 0
Long-Term Liabilities 0
Total Long-Term Liabilities 1]
Net Assets/(Liabilities) 0
Usable Reserves 0
Unusable Reserves 0
Total Reserves 0

CASHFLOW OF THE CHIEF CONSTABLE

This statement does not show any cash-flows for the year ending 31 March 2013 as all payments were made from the Police
Fund which is held by the Commissioner and similarly all income and funding is received by the Commissioner during the year.
The financial consequences of the operational activities undertaken by the Chief Constable can be seen in the Operating Cost

Statement.

31-Mar-13
£000

Net (Surplus) or Deficit on the Provision of Services 0
Adjust Net (Surplus) or Deficit on the Provision of Services for Non-cash Movements 0

Adjust for ltems Included in the Net Surplus or Deficit on the Provision of Services that are
Investing and Financing activities

Net Cash Flows from Operating Activities

Investing Activities

Financing Activities

Net {Increass} or Decrease in Cash and Cash Equivalents

o0 O o|a

Cash and Cash Equivalents at the Beginning of the Reporting Period
Cash and Cash Equivalents at the End of the Reporting Period
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Notes to the Financial Statements for the Chief Constable
Note 1 The creation of the new Chief Constable for Derbyshire

Introduction

Following the Police Reform and Social Responsibility Act 2011 (The Act), the Derbyshire
Police Authority (DPA) was replaced on 22 November 2012 with two ‘corporation sole’ bodies,
the Police and Crime Commissioner for Derbyshire and the Chief Constable. It is the
Government’s intention that the reforms under the Act will be phased over a period of several
years. These financial statements for 2012/13 will be the first to show the financial positions of
the Chief Constable following cessation of the DPA on 21 November 2012.

Basis of fransition

The transition has been accounted for in line with the CIPFA Code of Practice for Local
Authority Accounting 2012/13 which advises that a transfer of functions in full from the
responsibility of one authority (or other public sector body)} to another is required o be
accounted for using the principles that apply to group reorganisations. Merger accounting
should be applied where the entity in which the interest has been acquired was 100% in public
sector ownership both before and after acquisition. The establishment of the police bodies has
been accounted for using merger accounting as per FRS 6 Acquisitions and Mergers.
Following this approach the results have been brought into the financial statements of the
Commissioner, from the beginning of the year that the transfer occurred. In effect the financial
statements of the Group are accounted for as taking place on 1 April 2012 and the financial
statements for the Chief Constable and the Commissioner covers the entire 12 months to 31
March 2013. In accordance with the code comparators have been provided in the PCC Group
Accounts. A note is included in the PCC Group financial statements which summarises the
assets and liabilities transferred from the DPA to the Commissioner.

Accounting principles

The accounting recognition of Group’s assets, liabilities and reserves during the first period of
transition, reflect the powers and responsibilities of the Chief Constable and Commissioner as
designated by the Police Reform and Social Responsibility Act 2011 and the Home Office
Financial Management Code of Practice for the Police Service, England and Wales 2012.
This accounting treatment is also underpinned by the relationships as defined by local
regulations, local agreement and practice. On 22 November 2012 the assets, liabilities and
reserves of the DPA were transferred directly to the Commissioner and during this first phase
of transition they remain under the Commissioner's control. The Chief Constable while
fulfilling its functions under the 2011 Act does not hold assets and liabilities and does not hold
reserves in line with the Home Office Financial Code of Practice for the Police Service of
England and Wales 2012 and it does not receive direct government funding, or revenue from
the Commissioner or from other sources. Payments are made by the Commissioner from the
Police Fund and no cash movements occur between the two bodies. The Commissioner has
the responsibility for managing the financial relationships with third parties. In practice the
Chief Constable consumes financial resources against an annual budget for the discharge of
his operational policing responsibilities. The annual budget is set by the Commissioner in
consultation with the Chief Constable. Similarly access is granted to Commissioner's staff and
assets and a scheme of delegation operates between the two bodies determining the local
arrangements and respective responsibilities.

During this first phase of transition all the assets, liabilities and reserves of the Group are
recognised on the Commissioner's Balance Sheet for the Chief Constable as at 31 March
2013. Similarly there are no transactions recognised on the Chief Constable Movement of
Reserves Statement and the Chief Constable Cashflow statement for 2012/13. The financial
consequences of Commissioner's resources consumed at the request of the Chief Constable
during 2012/13, in pursuance of the Chief Constable’s operational responsibilities under the
Act are shown in the Operating Cost Statement (OCS) below.
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Operating Cost Statement of the Chief 201213
Constable

Financial Resources of the £'000
Commissioner consumed at the
request of the Chief Constable

Local Policing 79,820
Dealing with the Public 14,108
Criminal Justice Arrangements 15,555
Road Policing 9,440
Specialist Operations 9,127
Intelligence 9,216
Specialist Investigation 40,879
Investigative Support 7,300
National Policing 6,665
Financial Resources Consumed 192,110
Cost of using Commissioner's Assets 354
Non Distributed Costs 456
Total financial resources of the 192,920

Commissioner consumed at the
request of the Chief Constable

Intra — group adjustment * (192,820)
Net Cost of Policing Services 0

* Commissioner's funding during the year for financial resources
consumed at the request of the Chief Constable

The OCS shows the net cost of policing for the Chief Constable. As the Chief Constable does
not hold reserves under the Home Office Code, the financial consequences recognised in the
OCS are offset by an intra-group adjustment to reflect the payment of the Commissioner's
resources consume at the request of the Chief Constable to give a nil position on the OCS. In
contrast the Commissioner’s 'net cost of policing services’ includes the intra-group adjustment
(funding of resources at the request of the Chief Constable) in addition to the cost of
administering the Office of the Commissiorer itself to show the overall net cost of policing
Derbyshire for 2012/13.

Accounting treatment

The table below shows the movement through an intra-group account within the respective
Balance Sheets during the 2012/13. The Commissioner's resources consumed at the request
of the Chief Constable are reflected in the Chief Constable and the Commissioner's Balance
Sheets through an intra-group adjustment. Similarly an intra-group adjustment is made
through the Chief Constable and Commissioner's Balance Sheets to reflect the Commissioner
funding of these resources. In the table below the reader can see that there are no outstanding
intra-group balances on the respective Balance Sheets at the year end.

Intra-group balances 2012/13 Commissioner Chief Group
g Constable
£000 £'000 £'000

Opening balance as at 1 April 2012 0 0 0
Commissioner Resources consumed at the request of the {192,920) 192,920 0
Chief Constable

Commissioner intra-group adjustment 192,920 | (192,820) 0
Closing balance as at the 31 March 2013 0 0 0

Note 2 Subjective Expenditure Analysis

In the table below the financial resources of the Commissioner consumed at the request of the
Chief Constable for the year to 31 March 2013 are presented in a subjective analysis format.
The subjective analysis is used by management to make decisions about resource allocation
in intermal management reports. It differs from the analysis of income and expenditure on the
face of the Operating Cost Statement as specified by the CIPFA Service Reporting Code of
Practice {SeRCOP), which is by policing activity. These costs are paid for by the
Commissioner.

The following table is intended to aid the reader in understanding where the money is spent
and in making comparisons between Forces in terms of the type of expenditure incurred.
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Chief
Constable
2012113
Financial Resources of the £'000
Commissioner consumed at the
request of the Chief Constable
Police Pay & Allowances 85,381
Police Staff Pay & Allowances 41,347
Other Pay and allowances 228
Other Employee Expenses 643
Police Pensions {Current Cost) 30,130
Premises 7.794
Transport 4,572
Supplies & Services 13,519
Agency & Contracted Services 3,522
Cost of using Commissioner's Assets 5,328
Non Distributed Costs 456
Total financial resources of the 192,920
Commissioner consumed at the
request of the Chief Constahle
_ Intra — group adjustment * {192,920)
Net Cost of Policing Services 0

* Commissioner’s funding during the year for financial resources

consumed at the request of the Chief Constable

Note 3 Officers Remuneration

The table below provides disclosure of the remuneration of Senior Officers and relevant Police
Officers whose salary is more than £50,000 or more per year.

Remuneration is all amounts paid to or receivable by a person, and includes sums due by way
of expenses aliowance (so far as those sums are chargeable to United Kingdom income tax),
and the estimated money value of any other benefits received by an employee otherwise than

in cash.
Post Holder Note Salary Allowances Other Benefits Employer Total
Information £ £ payments in kind pension Remuneration
£ £ £ 2012113
£

Chief Constable {CC) 1,3 159,087 11,875 1,045 4,723 177,630
Deputy CC 114,771 9,735 1,045 4,258 129,809
Deputy CC 114,771 4,935 1,045 3,240 27,774 151,765
Collaboration
Assistant CC Crime 97,123 4,033 420 476 21,948 124,900
and Territorial
Policing
Assistant CC 105,849 10,718 1,045 2,809 25,615 146,036
Operational Support
Assistant CC Special 107,942 8,665 1,045 505 18,663 136,820
Branch {(secondment)
Director of Finance 90,429 7,000 1,045 14,559 113,033

Note 1 - As the total remuneration for 2012/13 has exceeded £150k the regulations require that Mr M Creedon

be named.

Note 2 - As the total remuneration for 2012/13 has exceeded £150k the regulations require that Mr P Goodman

be named.

Note 3 - The Chief Consiable & Deputy Chief Constable have opted out of the Police Officers Penslon scheme.

Note 4 - ACC Special Branch is a secondment to ACPO TAM and costs are fully recovered.
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The disclosure below details salary of Police Staff and Senior Police Officers (over and above
the rank of Superintendent) receiving more than £50,000 remuneration for the year (excluding
employer's pension contributions). This excludes the officers shown in the above table.

Remuneration Band

No. Of Employees
2012/13

£50,000 - £54,999
£55,000 - £59,999
£60,000 - £64,999
£65,000 - £69,999
£70,000 - £74,999
£75,000 - £79,999
£80,000 - £84,999
£85,000 - £89,999

£90,000 - £94,999

TOTAL

Niv &2 pwacsome

Exit Packages

The total cost of £112,250 in the table below is the cost of exit packages that have been
agreed, accrued, and charged to the Group’s Comprehensive Income and Expenditure
Statement in the current year. Included in the bandings are the cost of 15 exit packages that
ware provided for in the previous years provision.

Exit package cost band Number of Number of Toti:fli:ri:\bar e-;(i,tt:la(::iztg:;
{Including special compulso other ckages b in each band
payments) Y departures packages by 'n eac n
£ redundancies agreed cost band 201£2I1 3
£0- £20,000 0 13 13 £01,274
£20,000 - £40,000 1 3 4 £110,715
£40,001 - £60,000 0 1 1 £41,798
£60,001 - £80,000 0 0 0 £0
£80,001 - £100,000 1] 1 1 £81,200
£100,000 - £150,000 0 0 0 £0
Sub Total 1 18 19 £324,987
Less amount met from
previous years provision
14 15 £212,737
Total 0 4 4 £112,250

Note 4 External Audit Fees

Fees in relation to external audit for the Chief Constable are as follows: -

2012113
£'000
Fees payable with regard to external audit services 20.0
TOTAL 20.0

Note 5 Jointly Controlled Operations

East Midlands Jointly Controlled Operations

Jointly Controlled Operations (JCQ) 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.

The following table show the accounts for all the JCO'S and the balances attributable to

Derbyshire.
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201213
Operating Cost Statement Jointly Derbyshire
Controlled Police
Operations

£'000 £'000
Employees’ Expenses 16,329 4,112
Premises 1,013 227
Transport 854 201
Supplies and Services 2,795 655
Agency and contracted Services 111 25
Capital Charges 209 66
Gross Operating Expendlture 21,401 5,286
Other Income {386) (105}
Profit and loss con disposal of (1) 0
Fixed Assets
Net Operating Expenditure 21,014 5181
Financed bhy:-
Income from Partners, external (21,328) (5.261)
Grants and Capital Grants via the
Commissioner
{Surplus) / Deficit for the year (314) {80)

The JCO's cover a number of operational and support areas. Details of these are set out in
the table below (Where reference is made to ‘all 5 forces’ this means Derbyshire,
Leicestershire, Lincolnshire, Northamptonshire and Nottinghamshire)

Jointly Controlled Activity Participants | Commenced | Derbys Gross Total | (Surplu
Operation % Exp | Income s}/
£'000 £'000 Deficit
EM SOU -S0OC Specialist All 5 forces Jan 2003 22,0 2,152 (2,167) (15)
Operations
EMSOU Major Crime — Co-ordination of All § forces Sept 2011 22.0 293 (291) 2
Comand Team Major Crime :
investigations
EMSOU TSU Technical All 5 forces July 2011 220 406 {452) {(486)
Surveillance
EMSQU Forensics Forensic analysis Derbys, April 2012 354 894 (928) (34)
and identification Lincs, Notts
EM Legal Services Specialist Legal Derbys, See note 1 33.2 282 {279) 3
advice and services, | Leics, below
incl Insurance Northants,
Notts
EM CHRS - Learning & | Co-ordination of Derbys, April 2012 25.2 656 {649) 7
Development regional training Lincs, Leics,
provision Notts
EM CHRS — Occupational Health | All 5 forces April 2012 220 380 (378) 2
Qccupational Health Services
EM Strategic Procurement and Derbys, Sept 2012 30.3 223 (222) 1
Commercial Unit contract services Northants,
Notts
Totals 5,286 {5,366) {80)

Note 1

Derbyshire and Nottinghamshire began

collaborating on

Legal

Services from July 2011.

Northamptonshire joined the collaboration in September 2012, and Leicestershire in November 2012. In
2012113 each force met a share of the unit's operating costs and received a share of its income according
to the proportion of the year it was involved in the collaboration.
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Air Support Unit
The North Midlands Helicopter Suppott Unit (NMHSU) is based at Derbyshire’s Police

Headquarters. The unit is a consortium funded on a 50:50 split basis by Derbyshire &
Nottinghamshire forces. This is based on a set number of flying hours by each Force, in
2012/13, neither Force flew excess hours. The Derbyshire contribution for 2012/13 amounted

to £0.517m.
North Midlands Helicopter Support Unit Statement of
Accounts
£'000
Expenditure 201213
Empioyee Related Expenditure 0
Premises 26
Transport Related Expenses 659
Supplies & Services 342
Capital Financing Costs 45
1,072
Less income
Sponsorship -
Other {38}
{38)
Net Expenditure 1,034
Via Commissioner Funded By:
Derbyshire Constabulary 517
Nottinghamshire Constabulary 517
1,034

Note 6 Related Party Transactions

The Chief Constable is required to disclose all material transactions with related parties —
badies or individuals that have the potential to control or influence the Chief Constable or to be
controlled or influenced by the Chief Constable.

Disclosure of these transactions allows readers to assess the extent to which the Chief
Constable might have been constrained in its ability to operate independently or might have
secured the ability to limit another party’s ability to bargain freely with the Chief Constable.

Central Government

Central Government has significant influence over the general operations of the Chief
Constable — it is responsible for providing the statutory framework within which the Chief
Constable operates, provides the majority of its funding in the form of grants which are paid to
the Commissioner. It also prescribes the terms of many of the transactions that the PCC
Group has with other parties {eg council tax bills}. Grants received from government
departments to the Commissioner are set out in the PCC Group Statement of Accounts
2012/13.

Officers
Certain senior officers might be in a position to influence significantly the policies, no related
party transactions have been identified following the consultation with relevant officers.

Other Public Bodies
The Chief Constable paricipates in Jointly Controlled Operations with other East Midlands

Forces. The transactions have been disclosed in Note 5.

Note 7 Accounting for Pension Costs (a)

As part of the terms and conditions of employment of officers and staff, the Chief Constable
offers post-employment (retirement) benefits. Although these benefits will not actually be
payable until employees retire, there is a commitment to make payments which needs to be
disclosed at the time that employees earn their future entittement. The Chief Constable
participates in two retirement schemes: -

+ The Local Government Pension Scheme (LGPS) for police staff is a defined benefit
scheme. It is a funded scheme which is administered by Derbyshire County Council.
Pensions and other retirement benefits which are based on final salaries are paid from the
fund. Employers and employees make regular contributions into the fund so that the
liabilities are paid for evenly over the employment period.
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Actuarial valuations of the fund are undertaken every three years to determine the
contribution rates needed to meet its liabilities. A valuation was undertaken during
2010/11 for the period commencing 1 April 2011 and the next valuation will be in 2013/14
for the period commencing 1 April 2014.

s The Pelice Pension Scheme for police officers is an unfunded single employer defined
benefit scheme. This means it provides pensions and other retirement benefits for police
officers based on final salaries but there are no investment assets built up to meet the
pensions liabilities. Two schemes are operated. The 1987 Police Pension Scheme is
based on a maximum pensionable service of 30 yéars, whilst the 2006 New Police
Pension Scheme (effective for police officers commencing from April 2006 onwards) is
based on a maximum pensionable service of 35 years.

The Police Officer pension Fund is administered by the Chief Constable in accordance
with the Police Reform and Social Responsibility Act 2011. All receipts and payments are
the responsibility of the Commissioner and are made to and from the Police Fund. The
Police Officer Pension Fund Account and notes are shown in the PCC Group Accounts.

Transactions relating to post-employment benefits (b)

In order to reflect the full financial consequences of using the services of officers and staff
during the year, a charge for pensions is made to the Chief Constable’s OCS. Under IAS 19
this charge is made up of the Current Service Cost, and past service costs.

The Current Service Cost represents the total pension benefits earned by active employees
during the year (not benefits paid), converted to their present value. It is determined by
actuaries, independently of the funding of the 2 schemes and is a measure of the full liability
created during the year. Past service costs and curtailments are commitments arising from
previous early retirements.

The total charges made to the Chief Constable for retirement benefits are as follows:

Local Govt Police
Pension Pension
Scheme Schemes
- 1987 & 2006
Operating Cost Statement £'000 £000
¢  Current Service Cost 5,506 30,130
»  Non Distributed Costs - past service cost/(gain} 8 60
° Non Distributed Costs - curtailments 388 -
Total Charges made to the Chief Constable 5,902 30,190

In the PCC Group Accounts the costs shown above are reversed out of the General Reserve
via the Movement of Reserves Statement and replaced by the Actual pensions paid.

Actual Costs of Pensions 2012/13

For 201213 the Group made employer contribution of £5.337m to the Local Government
Pension Scheme. This consisted of £5.194m in 'regular’ contributions representing 16.1% of
gross pay and £0.143m in additional one-off contributions towards early retirements. In
addition to these contributions to the Pension fund the Group was required to make
compensation payments in the form of “added years" awarded on premature retirement
totalling £0.035m.

The Group’s total payments to the police officer pension scheme was made up employer's
contributions of £16.914m representing 24 2% of pensionable salary and a ‘Top Up’' grant of
£14.221m received from the Home Office. In addition, payments totalling £0.731m were
made to reimburse the costs of benefits becoming payable early due to ill-health ratirement.
Injury-related payments amounted to £1.906m and these were paid from the Group’s
Comprehensive Income and Expenditure Statement.
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Annual Governance Statement

1. Introduction

Police governance prior to November 2012 was under the auspices of the Derbyshire Police
Authority, @ committee of 17 members. Derbyshire Police Authority and the Chief Constable
were responsible for ensuring that business was conducted in accordance with the law and
proper standards, that public money was safeguarded and properly accounted for, and used
economically, efficiently and effectively. Derbyshire Police Authority was responsible under
the Police Act 1996 to secure an efficient and effective police Constabulary for Derbyshire.

The Police Authority also had a duty under the Local Government Act 1999 to arrange to
secure continuous improvement in the way in which its functions are exercised, having
regards to a combination of economy, efficiency and effectiveness. In discharging this overall
responsibility, Derbyshire Police Authority was also responsible for putting in place proper
arrangements for the governance of its affairs and facilitating the exercise of its functions,
which included ensuring a sound system of internal control was maintained through the year
and that arrangements were in place for the management of risk.

On 22 November 2012, responsibility for the governance of local policing in Derbyshire
passed to the elected Police and Crime Commissioner, Alan Charles. The Chief Constable
became a legal entity as a corporation sole, with the ability to employ staff and hold assets.

The Police and Crime Commissioner (Commissioner) and the Chief Constable have
approved and adopted a Derbyshire Joint Code of Corporate Governance which is consistent
with the principles of the CIPFA Framework: Delivering Good Governance in Local
Government: Guidance note for Police. A copy of the Joint Code of Corporate Governance
can be obtained from the Chief Executive, Office for the Police and Crime Commissioner for
Derbyshire, Butterley Hall, Ripley, Derbyshire, DE5 3RS. It is also available on the
Commissioner's website at http.//www.derbyshire-pce.gov.uk/Public-information/Policies-

Procedures-and-Guidance-Documents.aspx

This Annual Governance Statement explains how the Commissioner has complied with the
joint code and also meets the requirements of Regulation 4{2] of the Accounts and Audit
{England) Regulations 2011 in relation to the review of the effectiveness of the system of
internal control.

2. Scope of responsibilities

The Commissioner and the Chief Constable are responsible for ensuring that business is
conducted in accordance with the law and proper standards, that public money is
safeguarded and properly accounted for, and used economically, efficiently and effectively.
The Commissioner and Chief Constable are responsible under the Police Reform and Social
Responsibility Act 2011 for securing, inter alia, an efficient and effective police Constabulary
for Derbyshire and to deliver value for money, being continuous improvement in the way in
which its functions are exercised, having regard to a combination of economy, efficiency and
effectiveness.

In discharging this overall responsibility, the Chief Constable is responsible for putting in piace
proper arrangements for the governance of its affairs and facilitating the exercise of its
functions, which includes ensuring a sound system of internal control is maintained through
the year and that arrangements are in place for the management of risk.

The Chief Constable for Derbyshire is responsible for maintaining the Queen’s peace and
has direction and control over the officers and staff operating within Derbyshire
Constabulary. The Chief Constable holds office under the Crown and is appointed by the
Commissioner.
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The Chief Constable is accountable in law for the exercise of policing powers and to the
Commissioner for the delivery of efficient and effective policing, management of
resources and expenditure by Derbyshire Constabulary. At all times the Chief Constable,
his officers and staff remain operationally independent in the service of the public. In
discharging his overall responsibilities, the Chief Constable is responsible for
establishing and maintaining appropriate risk management processes, governance
arrangements and ensuring that there is a sound system of internal control which facilitates
the effective exercise of these functions.

The Chief Constable appointed a professionally qualified Chief Financial Officer (CFO) for
Derbyshire Constabulary with effect from 22 November 2012. Under the Police Reform
and Social Responsibility Act 2011 the Chief Constable’s CFO has a personal fiduciary
duty by virtue of their appointment as the person responsible for the proper financial
administration of Derbyshire Constabulary. This includes requirements and formal powers
to safeguard lawfulness and propriety in expenditure (Section 114 of the Local Government
Act 1988 as amended by paragraph 188 of Schedule 16 to the Police Reform and
Social responsibility Act 2011 ("2011 Act”)). The Chief Constable’s CFQ is a key member
of Derbyshire’s Chief Officer Team, helping it to develop and implement strategy and to
resource and deliver the Commissioner's strategic cbjectives sustainably and in the public
interest. The CFO is actively involved in, and able to bring influence to bear on, all
strategic business decisions of the Chief Constable to ensure immediate and longer term
implications, opportunities and risks are fully considered. The CFO leads the promotion and
delivery by the Chief Constable of good financial management so that public money is
safeguarded at all times and used appropriately, economically, efficiently and effectively.
The CFO ensures the finance function is resourced to be fit for purpose and oversees that
appropriate management accounting systems, functions and internal controls are in place
so that finances are kept under review on a regular basis.

Under s.35 of the 2011 Act in exercising his functions the Chief Constable must ensure that
good value for money is obtained and this inciudes ensuring that persons under his
direction and control obtain good value for money in exercising their functions. Derbyshire
Constabulary (as a standalone entity) is legally required to produce an Annual Governance
Statement. The Statement helps the Commissioner to hold the Chief Constable to account
for efficient and effective policing. The Statement sits alongside the statutory accounts for
the Chief Constable and gives assurance to the Commissioner of Derbyshire
Constabulary’s governance arrangements. in addition, the Commissioner produces his own

Governance Statement.
3. The Governance Framework

The governance framework comprises the systems and processes, culture and values by
which the Chief Constable is directed and controlled and its activities through which it
accounts to, engages with and leads its communities. It enables the Chief Constable to
monitor the achievement of its strategic objectives and to consider whether those objectives
have led to the delivery of appropriate services and value for money.

This statement has been prepared for the 201213 financial year to state Derbyshire
Constabuiary's current governance arrangements, to report on their effectiveness during
the year and to outiine future actions planned to further enhance the arrangements.
Derbyshire Constabulary has adopted a joint code of corporate governance with the
Commissioner, which is consistent with the principles of the CIPFA/SOLACE Framework;
Delivering Good Governance in Local Government. This statement explains how the Chief
Constable has complied with the code and also meets the requirements of Section 4 of the
Accounts and Audit Regulations (England) 2011 in relation to the publication of a statement
on internal control. This is underpinned by the governance framework as detailed below: -
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Derbyshire Constabulary provides a high quality service to everyone in Derbyshire

Qur Values Integrity
Respect
Performance
Responsibility

1 Innovation

‘Our Purpose Prevent and reduce crime
Aftack criminality

Protect vuinerable people
| Provide reassurance

Deliver value for money

Our Governance Framework | Focus on the purpose and outcomes for the community to
create and implement a vision for the local area.

Leaders, officers and partners work to?ether to achieve a
common purpose with clearly defined functions and roles.

Promote the values of the Constabulary and demonstrate
the values of good governance through upholding high
standards of conduct and behavior.

Take informed and transparent decisions which are subject
to effective scrutiny and risk management arrangements.

Engage with local people and other stakeholders to ensure
robust public accountability.

Within the framework there are specific areas of governance which are key to
Derbyshire Constabulary's overall corporate governance framework, these
are: -

Focus on the purpose and outcomes for the community to create and implement a
vision for the local area

1 Processes for delivering policing in line with the Commissioner's priorities.

2 Ensure that partnerships are underpinned by a common vision of their work that is
understood and agreed and understood by all parties.

3 Publish annual data to communicate the activities and achievements, financial position
and performance.

4 Decide how the quality of service is to be measured and make sure the information
needed to review service quality effectively and regularly is available.
Put in place effective arrangements to identify and deal with failure in service delivery
Decide how value for money is to be measured.
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Leaders, officers and pariners work together to achieve a common purpose with clearly
defined functions and roles

7 | Set out a clear statement of the respective roles and responsibilities of the senior
officers and staff of the Constabulary.

8 | Make the Director of Finance responsible for ensuing that appropriate advice is given on
all financial matters, for keeping financial records and accounts and for maintaining an
effective system of internal financial control.

9 Set out the terms of conditions for remuneration of senior officers.

10 | An effective performance management system is in place.

Promote and demonstrate the values of good governance through upholding high
standards of conduct and behaviour.

11 | The Chief Constabie’s leadership creates a culture of openness, support and respect.

12 | Standards of conduct and personal behaviour expected of those holding public office
and their staff are defined and communicated through a code of conduct.

13 | Arrangements are in place to guard against conflicts of interest and ethical standards
when dealing with stakeholders.

14 | Develop and maintain shared values of leadership reflecting public expectations and
these are communicated with all staff, the community and partners.

Take informed and transparent decisions which are subject to effective scrutiny and
risk management arrangements

15 Develop “and maintain an effective review and scrutiny function which encourages
constructive challenge and enhances performance.

16 | An effective Audit Committee is maintained.

17 | Professional advice on matters that have legal and/or financial implications is recorded.

18 | Risk management is embedded into the culture.

Engage with local people and other stakeholders to ensure robust pubhc accountﬁbflity

19 Arrangements are in place to engage and consult wnth all sectlons of the communlty and
other stakehoiders in an effective way.

Each of these areas of governance has internal controls to ensure that they are working
effectively.

4. Review of Effectiveness

The Chief Constable has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control. The
review of effectiveness is informed by the work of the internal auditors and the managers
within both the Constabulary and the Commissioner's Office who have responsibility for
the development and maintenance of the internal control environment. It is also informed
by the comments received from external auditors, other agencies and inspectorates.

The arrangements above continue to be regarded as fit for purpose in accordance with
the governance framework.
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5. Derbyshire Constabulary corporate governance reporting and processes

Due to the introduction of the Police Reform and Social Responsibility Act 2011,
governance arrangements have changed significantly in this reporting period. On 22
November 2012 the Police and Crime Commissioner for Derbyshire replaced the
Derbyshire Police Authority. The oversight of Derbyshire Constabulary governance and
many of the other duties previously undertaken by the Police Authority Corporate
Governance Committee are now undertaken by the Office of the Police and Crime
Commissioner and the Joint Audit, Risk and Assurance Committee.

The system of internal control is a significant part of this framework and is designed to
manage risk to a reasonable and foreseeable level. It cannot eliminate al risk of
failure to achieve policies, aims and objectives; it can therefore only provide
reasonable and not absolute assurance of effectiveness. The Chief Constable and
Director of Finance aim to provide a reasonable assurance of the effectiveness of the
control systems Derbyshire Constabulary employs.

The following documents and strategies establish the policies, aims and objectives at a
high level:

The five year Police and Crime Plan reflecting loca! and national priorities
The Office of the Police and Crime Commissioner Business Plan

The Medium Term Financial Plan

Strategic Risk Registers (Constabulary and Authority)

The Joint Code of Corporate Governance

The Scheme of Delegation and Consent

The Financial Regulations and Contract Regulations

Meeting protocol

Terms of reference for the Joint Audit Risk and Assurance Committee

These documents and other strategies, which incorporate best practice, demonstrate
that a good system of internal control is operated.

Thorough the mechanism of a monthly, public, Strategic Governance Board the
Commissioner receives regular reports from the Chief Constable, his chief financial
officer, the Chief Executive and the Treasurer on the implementation of these objectives,
financial management and emerging issues. This is supplemented by a range of
policies and processes to support the operation of the Commissioners office, including a
scheme of delegation to officers, standing orders relating to the business of the
Commissioner, and codes of conduct for the Commissioner and his Deputy as well as
the staff of the OPCC.

The detailed controls outlined below represent those in place at 31 March 2013 and up fo
the date of approval of the Statement of Accounts and, subject to the areas identified
for improvement below, accord with proper practice. These have been informed by the
work of senior officers and staff across Derbyshire Constabulary, who have
responsibility for the development and maintenance of the governance environment.

Purpose and outcomes for the community
1.  Delivering policing in line with the Commissioner’s priorities

Derbyshire’s Strategic Governance Board (SGB) provides the framework of
governance at which the Commissioner discharges his duty of holding the Chief
Constable to account. All SGB meeting agendas are published in advance to the Police
and Crime Panel as well as the public and meetings are open to the public and are held
across the county so members of the public are able to see decision making and
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scrutiny in action. The Chief Constable has produced a delivery plan which sets out
how he will deliver the priorities of the Commissioner as set out in the Police and Crime

Plan.
2. Partnerships

Partnership working has been embedded in Derbyshire for some time, jointly targeting
resources to address our policing risks. Community Safety Partnerships (CSPs) of
which there are nine in Derbyshire are made up of representatives from the police, the
local council, and the fire, health and probation services. The Crime & Disorder Act
1998 provided the framework for the establishment of statutory CSPs. It gave the lead
responsibility for crime and disorder reduction to the police and local authorities, as well
as a duty to consider crime and disorder in all their activities. Partnership structures
and procedures have continued to develop delivering an integrated service to the
communities of Derbyshire, addressing local needs. The Constabulary also works
closely with the necessary agencies when it comes to specialist areas such as
safeguarding children and vulnerable adults, drug and alcohol abuse and tackling gang
crime.

3. Achievements, Financial Position and Performance
Crime performance

Crime has falfen for the tenth consecutive year in Derbyshire with the county seeing
one of the biggest reductions in crime nationally. Overall crime has reduced by 16.3
per cent from 61,483 incidents in 2011/12 to 51,440 in 2012/13 meaning there were
more than 10,000 fewer victims this year compared to last. In the ten years since
National Crime Recording Standards were introduced, bringing about a consistency
in how the police recorded crimes, the number of victims in Derbyshire has halved.
This ten year reduction is well ahead of the national trend. In 2002/3 there were more
than 103,000 victims of crime in Derbyshire.

Local crime figures

Crime Mapping allows us to improve our engagement with our communities and help
them determine how best to police their area. The latest version of the crime
mapping website was launched in July 2012, allowing a postcode or area name to be
entered to find out the latest street-level crime statistics using a simple, user-friendly
interface and highly-detailed maps.

Updated on a monthly basis, the crime statistics show the total numbers of crimes on
a street by street basis and can be further broken down further into categories such
as burglary, robbery, vehicle crime, violence and anti-social behaviour. It also
records the outcomes of these offences as they are investigated and travel along the
criminal justice process.

Common Statement of Performance

This statement is an attempt to represent all the demands, responsibilities and
commitments on the police and put the statistics made available to the public in
context.
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Financial performance

Derbyshire Constabulary maintains a strong crime performance despite increasing
financial challenges facing the force. Prior to the Chancellor announcing significant cuts
to police funding, Derbyshire Constabulary had already started to put in place
measures to deliver savings in 2010/11 and beyond. In total, the force has delivered
ongoing savings of £21m by the end of the three year period. This has been achieved
through tough decisions, including the reduction of our officer establishment as well as
police staff reductions, as well as delivering savings through restructuring, increased
efficiency of working and collaboration both regionally and nationally. Throughout these
austerity measures, Derbyshire Constabulary continues to meet its policing risks;
cutting crime, increasing positive outcomes and improving our satisfaction levels with
victims and as well increasing public confidence. HM Inspectorate of Constabulary has
provided external assurance of the good progress that Derbyshire Constabulary has
made in addressing its austerity challenge. This was part of the HMIC Valuing the
Police 2 study.

4.  Quality of Service and Failure in Service Delivery

Derbyshire Constabulary is committed to providing a high standard of service to the
community. Officers deal with thousands of incidents each year and regularly come into
contact with all sections of society. Surveys reveal that the vast majority of people who
come into contact with the Constabulary are satisfied with the service they receive, but
occasionally officers do receive complaints about their actions or conduct. Police
officers work within the guidelines of a code of conduct set by the Home Office and
breaches of this code are taken very seriously. The Professional Standards
Department has primary responsibility for the recording and investigation of public
complaints against police officers and police staff members and for discipline matters
within the Force.

5. Value for Money

Recent changes to the strategic planning, technical and developmental areas of
financial management within the Constabulary have allowed a greater focus on the
strategic direction of the Force. The increased focus on strategic finance has ensured
that proper arrangements are in place to enable resources to be used efficiently and
effectively.

Clearly defined functions and roles
1. Roles and Responsibilities of Senior Officers and Staff

The Constabulary operates a performance development framework for line managers
to fulffill their roles and responsibilities in relation to the management of the performance
and development of their staff. The overall aim is for all staff to be competent in the
roles they undertake and to receive structured feedback on their performance on a
regular basis. A clear statement of the respective roles and responsibilities of the
senior officers and staff of the Constabulary has been set out in a Scheme of
Delegation and Financial Handbook.

2. Responsibility for Financial Matters

The Director of Finance and Business Services is the person responsible for proper
financial administration under the Police reform and Social responsibility Act 2011,
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3. Remuneration

Processes for determining the conditions of employment and remuneration of officers
and staff within appropriate national frameworks are well established. Modernisation of
police pay reports go to the Strategic Governance Board detailing financial impacts,
risks and progress.

4, Performance Management

A performance is reported to the Strategic Governance Board. The report contains
information on personnel, sickness, confidence and satisfaction and complaints.

Promote and demonstrate the values of good governance through
upholding high standards of conduct and behaviour

1. A culture of openness, support and respect

The Constabulary has infroduced a new Commitment, which outlines the level of
service the people of Derhyshire can expect from the force based upon our Values.
The commitment given by the Constabulary is to provide a high-quality policing service
to everyone in Derbyshire. Our purpose is to: -

Prevent and reduce crime
Attack criminality

Protect vulnerable people
Provide reassurance
Deliver value for money

2. Standards of conduct and personal behaviour expected of those holding public
office

The Professional Standards Department develop and maintain the policies and codes
which define the standard of conduct and personal behaviour expected of officers and
staff of Derbyshire Constabulary. These documents are communicated to all officers
and staff via Chief's Orders and force briefings to embed them into the Constabulary’s
culture.

3. Arrangements are in place to guard against conflicts of interest and ethical
standards when dealing with stakeholders

The Professional Standards Department develop and maintain the policies and codes
which define conflicts of interest and ethical standards when dealing with stakeholders.
These documents are communicated to all officers and staff via Chiefs Orders and
force briefings to embed them into the Constabulary’s culture.

4. Develop and maintain shared values of leadership reflecting public
expectations and these are communicated with all staff, the community and

partners

As part of the commitment to providing a high-quality policing service to everyone in
Derbyshire the following core values have been developed to underpin the delivery of
this commitment

* Integrity
We are open and honest. Our relationship with our communities, our partners and
each other is based on trust.

= Respect
We respect and value everyone at every level of the organisation. Valuing our
differences is one of our strengths.

" Performance
We aim for the highest possible standard. We want to do the right thing every time.
We work to get the best out of all that we have and we celebrate our achievements.
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= Responsibility
We take responsibility for what we do, as individuals and team members. We work
together and support each other to put our communities at the heart of everything
we do.

* Innovation
We will be courageous to meet the most difficult challenges and adapt to new and

developing situations.

Take informed and transparent decisions which are subject to effective
scrutiny and risk management arrangements

1. Develop and maintain an effective review and scrutiny function which
encourages constructive challenge and enhances performance

Derbyshire’s Strategic Governance Board (SGB) provides the framework of
governance for review and scrutiny at which the Commissioner discharges his duty of
holding the Chief Constable to account,

2. An effective Audit Committee is maintained

The Joint Audit, Risk and Assurance Committee (JARAC) has been established to
provide further assurance that the risk management and the internal control
framework operated by the Chief Constabie and the Office of the Police and Crime
Commissioner is adequate, the governance arrangements, including providing value
for money, are effective and that the financial reporting process is sound. The JARAC
meets four times a year.

3. Professional advice on matters that have legal and/or financial implications is
recorded

The Strategic Governance Board provides a formal framework for the Commissioner
and Chief Constable to take decisions. Al papers submitted to the board are required
to be risk assessed by the author to highlight any key legal or financial risks and then
report on them.

The Chief Constable recognises the need to develop his own Governance
arrangements for recording key decisions within his own organisation that do not
require any sign off from the Commissioner. These arrangements are being
developed and will be in place prior to the Stage 2 transfer.

4. Risk management is embedded into the culture

Risk management with the Constabulary is well established. The Corporate Risk
Register continues to be enhanced and the Risk Management Strategy is embedded
into the Constabulary's culture. A robust governance structure exists for risk
management, which includes the Risk Management Board and the Joint Audit, Risk
and Assurance Committee (JARAC).

Engage with local people and other stakeholders to ensure robust public
accountability

1. Arrangements are in place to engage and consult with all sections of the
community and other stakeholders in an effective way

Derbyshire Constabulary is committed to ensuring that our service meets the needs
of the people of Derbyshire by engaging, listening and reacting, prioritising those who
are victims of crime and the most vulnerable. In 2012, we enshrined these principles
in our Commitment - our promise to the public on the level of service they can expect
to receive from Derbyshire Constabulary. Key to these principles is how we listen to
our communities to ensure that the service we provide is the service that they want,
and that it fits with their local needs and concerns. By engaging in this way, we can
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not only help to set our priorities at a very locaf level and it helps to shape the very
direction of the force and how we allocate our resources to tackle the risks and
threats to Derbyshire.

Helping Victims

Cne of our most vital engagements is with victims of crime and witnesses to ensure
they get the support they need from the point of the crime all the way through to its
resolution.  All victims are offered a Crime Contract, outlining the details of their
crime and what actions will be taken by the officer and how often they'll contact the
victim, and they will also receive our simple victims and witnesses help guide, entitled
JIGSAW. Beyond the immediate aftermath of the crime, victims and witnesses are
offered support from our care officers throughout the court process. Victims of less
serious crimes are also offered ways for their crime to be resolved out of court
through our Restorative Justice programme.

Surgeries and forum meetings

Every neighbourhood in Derbyshire has a local Safer Neighbourhood policing team,
which comprise not only officers but local partners such as councils and
Neighbourhood Watches. As well as attending local meetings, our officers hold their
own quarterly forum meetings and drop-in surgeries to identify local problems and to
share their progress at tackling previously-set priorities.

Enquiry offices

Qur enquiry offices allow the public to access the services they require face-to-face at
a police station.

Have Your Say

For nine years the Constabulary has run an annual public consultation, Have Your
Say, throughout towns and villages in Derbyshire to consult on their perceptions of
crime and safety in their area. This allows the force to identify trends of concern in
coimmunities, feeding back into the force's operational structure and the force's
strategic risk seminar, where key staff agree the crime and community safety
priorities for the county.

Annual public events

Throughout the year, Derbyshire Constabulary holds a number of public events to
provide opportunities for the public to interact with a wide range of services within the
force. This includes our Annual Public Seminar, which gives the public the
opportunity to quiz key senior members of the force. We also hold 'Police Experience’
days, which gives people a hands-on experience of the different departments within
the constabulary.

Connecting with hard-to-reach groups

Derbyshire Constabulary has a duty to consider the needs of all individuals in our
day-to-day work, in shaping policy, delivering services and in relation to our own
employees. As well as working with community groups, we have created three
forums to help shape our engagement with the public to keep such needs in mind.
This includes the Independent Advisory Group, the External Disability Reference
Group, and our Staff Networks Forum.
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Social media and the web

The emergence of social media as a major communication tool has allowed the force
to expand its capability for sharing and engaging to new levels and new audiences.
Derbyshire Constabulary uses its Facebook and Twitter pages to spread the force's
appeals, investigations and results using a wide range of multimedia, as well as
providing a more immediate, convenient way to contact the force.

Derbyshire Alert

Derbyshire Alert is a system that enables us to communicate directly with the people
that live and work within Derbyshire by e-mail, text message, landiine or fax. This
information can be crime, good results, press releases, missing persons and meeting
dates such as Safer Neighbourhood forums or surgeries.

Internal engagement

Derbyshire Constabulary is aware that it isn't just about getting our engagement right
with the public, but it's also crucial to get communications right internally. That's why
we have dedicated processes for making sure that our officers and staff are fully
briefed, and more importantly are able to have a say on how we're run.

6. Governance issues and actions

Significant Governance Issues 2012/13 — There were no significant control issues
identified during the year and the system of internal Control is considered to have operated

adequately in 2012/13.

The following areas have been identified that are considered important in maintaining and
strengthening the internal control environment. These areas will be fracked by the
Constabulary and the JARAC over the next 12 months to ensure continuous improvement.

Governance Areas . - .. ... . fAetion o - e

Governance arrangements have changed | Derbyshire Constabulary will continue
considerably since the introduction of Police and | to work with the Office of the Police
Crime Commissioners in November 2012. These | and Crime Commissioner to ensure
will need to be further embedded with the move | that all the necessary processes and

to the Stage 2 transfer in April 2014. procedures are put in place to support
these changes, including further work

to embed governance arrangements in
areas such as the Single Counter
Terrorism Grant Funding for the East
Midiands.

The Chief Constabie will also further
develop his own internal governance
arrangements, in particular for
publishing and recording decisions.

Given the further organisational changes that| Derbyshire Constabulary will build on
may follow continuing Government austerity | approaches such as Moving Forward
measures and to address changing risk and | as well as continuing to focus on
threat, it is important that performance | perfformance management of the
management and monitoring continues to be| organisation overall.

refocused in line with business need.

Chief Constable for Derbyshire Statement of Accounts 2012/13 37



Corporate risk processes will continue to be Further development of risk processes
maintained ensuring that structured risk | and information will take place working
information further helps inform decision- closely with operational and support
making and organisaticnal learning at both an units.

operational and strategic level.

Derbyshire Constabulary continues to develop its | The Constabulary will work with
approach to community engagement including h | partners to tackle serious and organised
partnership with key stakeholders such as local | crime in Derbyshire, which involves the

councils, the voluntary and community sector working with the local authorities,

and the private sector. This area will be further | Serious and Organised Crime Agency
developed in the forthcoming year to include and other partners to tackle all areas of
tackiing Organised Crime Groups. organised crime in the county. The

involvement of partners is vital to the
success of tackling organised crime as
every area of a suspected criminal's life
- including their business interests,
benefits and associates is investigated,
with the information gathered used to
build an intelligence picture and identify
illegal activity.

7. Declaration

We propose over the coming year to take steps to address the above matters to
further enhance our governance arrangements. We are satisfied that these steps will
ensure that Derbyshire Constabulary’s governance processes will remain effective
in a changing environment. We will continue to monitor their implementation and

operation.

Signed Signed

Chief Constable of Derbyshire Director of Finance and Business

Constabulary Services

Date: 2 ? 9 2 g Date: —. =2 | °\‘ 1 =
_
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DEFINITIONS

Accounting Period
The period of time covered by the accounts, normally a period of twelve months commencing on 1
April.

Accruals
The concept that income and expenditure are recognised as they are earned or incurred, not as money
is received or paid.

Agency and Contracted Services
Services which are performed by, or for, another Authority or public body where the agent or contractor
is reimbursed for the cost of work done.

Budget

A statement of the Group's (financial) plans for a specific period of time. A budget is prepared and
approved by the Commissioner prior to the start of the financial year. The Commissioner's budget is
prepared on an out-turn basis which means that increases for pay and prices during the financial vear

are contained within the total budget figure.

Capital Expenditure
Expenditure on the acquisition of a fixed asset or expenditure which adds to the life or value of an
existing fixed asset.

Chief Constable
The Chief Constable is a separate corporation sole which was established on 22 November 2012 under
the Police Reform and Social Responsibility Act 2011.

CIPFA
The Chartered Institute of Public Finance and Accountancy. This is the main professional body for
accountants working in the public services.

Commutations and lump sum retirement benefits
These are the amounts paid to officers when they retire, if they choose to have a lower pension.

Corporate and Demacratic Core
This represents the costs of delivering public accountability and representation in policy making and
meeting our legal responsibilities.

Creditors
Amounts owed by the Commissioner for work done, goods received or services rendered which have

not been paid for by the end of the financial year.

Debtors
Sums of money due to the Commissioner for work done or services supplied but not received at the

end of the financial year.

Defined Benefit Scheme

A pension or other retirement benefit scheme, with rules that usually define the benefits independently
of the contributions payable and where the benefits are not directly related to the investments of the
scheme. The scheme may be funded or unfunded.

Formula Grant Distribution System

A mechanism by which Central Government determines how much Revenue Support Grant, Home
Office Police Grant and Business Rates each local authority should receive in a given year to provide a
common level of service. For the police service it is principally based on the resident and daytime
populations, plus relevant socio-economic characteristics, for the area covered by an authority.

Group
The term Group refers to the Commissioner and the Chief Constable.
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Non Distributed Costs
The cost of discretionary benefits awarded to employees retiring early. These are overheads which are
not charged or apportioned fo activities within the service expenditure analysis in the Operating Cost

Statement.

Operating Cost Statement
A primary financial statement showing the financial resources of the Commissioner consumed at the
request of the Chief Constable for the financial years and corresponding funding of Commissioner

resources.

Police and Crime Commissioner (PCC)
The Police and Crime Commissioner (PCC), known as the ‘Commissioner’, is a separate corporation
sole which was established on 22 November 2012 under the Police Reform and Social Responsibility

Act 2011.

Receipts and payments
Amounts actually paid or received in a given accounting period irrespective of the peried for which they

are due.

Reserves
Earmarked reserves are amounts set aside for a specific purpose in one financial year and carried
forward to meet expenditure in future years. General reserves are accumulated balances generally

available to support revenue or capital spending.
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