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EXPLANATORY FOREWORD

introduction

We have pleasure in presenting the Statement of Accounts for 2005/06 for the Derbyshire
Police Authority. The intention of the Statement of Accounts is to give the reader an overall
perspective of the finances of the Derbyshire Police Authority.

Background
The Police Authority incurs both revenue and capital expenditure.

Broadly the revenue account relates to expenditure and income in respect of items consumed
in the year. By far the largest element of the revenue account is the Chief Constabie's
operational budget, which relates to the cost of day to day activities of the Police Service in
Derbyshire. The revenue expenditure is funded by Centrai Government Granis (Revenue
Support Grant and Home Office Grant), and National Non Domestic Rates (NNDR i.e.
Business Rates) which are distribuied to Police Authorities through the Formula Grant
Distribution system, plus Council Tax set by the Authority. This can be supplemented by
utilising accumulated balances.

Capital Expenditure relaies broadly to expenditure on assets, which have a life beyond one
year, mainly building improvement works, IT and vehicles. The Home Office supports the
Capital Programme of the Authority through a combination of grant and borrowing through
Supported Capital Expenditure. The Authority can aiso use revenue and utilise income from
the sale of assets to support capital expenditure subject to Government rules. Under the
Prudential Code the Authority can also borrow beyond Supported Capital Expenditure to meet
service delivery objectives as long as it is affordable, prudent and sustainable.

To assist the reader an explanation of the various sections contained within the Statement of
Accounts is set out below:

introduction by the Treasurer
- This provides a brief background to the Authority’s budget for 2005/08, the final
outturn position and an assessment of the Authority’s financial prospects.

Statement of Accounting Policies
- The Statement of Accounting Policies, which supports the accounts, identifies the

accounting practices adopted in the preparation of the accounts. Other notes are
provided to explain further the information given. Wherever possible the
accounts and statements have been prepared in accordance with the Code of
Practice on Local Authority Accounting for Great Britain published in 2005.
Where full compliance has not been achieved this is referred to in the
accompanying notes.

Revenue Account
- The purpose of this account is {o report expenditure and income for both the
Force and the Authority and how the net cost has been financed by local
taxpayers (Council Tax and Business Rates) and Central Government grants
{Revenue Support Grant and Home Office Grani).

Capital Expenditure and Financing Statement
- The Capital Expenditure and Financing Statement shows how capital expenditure

links to the Prudentiai Code and the movement in the Capital Financing
Requirement.
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+ Consolidated Balance Shest
- This shows the Police Authority’s financial position as at the 31st March 2006
and identifies the balances and reserves at the Authority's disposal at that date.
it also summarises the fixed and net current assets employed in carrying out the
Authority’s functions and its long-term liabilities.

o Cashflow Statement
- This statement summarises the cash received and payments made by the
Authority arising from ftransactions with third parties for revenue and capital
purposes during 2005/06.

e Definition of Terms
- Wherever possible the use of technical phraseclogy has been avoided.
However, the Statement of Accounis does contain some local government
terminology and & glossary is provided which aims to simplify and explain such
terminology.
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TREASURER’S INTRODUCTION

Background
Revenue Budget 2005/06

The Police Authority set a budget for 2005/06 of £145.9million, an increase of 4.3% over 2004/05.
Funding of £145.9million set out in the accounts, was the total of Police Specific Grant, Nationa! Non-
Domestic Rates (NNDR), Revenue Support Grant {RSG) and Councit Tax.

With infiation for the Police Service running at about 2.2% and pay settlements awarded to police
officers and police staff of 3%, the funding available provided little scope for the development of the
service. Despite this, through good management and a reduction in costs of £4.1m, the force was able
to maintain all existing services with some scope to redirect resources into further improving front line
policing services across Derbyshire.

The consequential Council Tax for an average hand D dwelling increased by 5% to £129.02, compared
with £122.88 in 2004/05.

This increase together with reduction in costs of £4.1m has enabled the number of police officers to be
maintained at 2,072 and a number of operational priorities fo be progressed. These include the
deployment of 43 Police Community Support Officers, custody officers being replaced by detention
officers who are not police officers, releasing more police officers to frontline activity and enhancing the
force's scientific support capability in the detection of crime.

Revenue Expenditure 2005/06

Revenue Expenditure in the year was £145.9million compared with £138.2million in 2004/05. This
included making contributions totalling £5.4m to a number of earmarked reserves. The intended use of
these Reserves is detailed within the accounts.

The level of the Authority’s General Reserve has changed from £5.2m in 2004/05 to £3.0m in 2005/06
to reflect the reduced risk resulting from the changes to the financing of Police Officer retirements from
Aprit 20086.

The revenue account for 2005/06 continues in its twin format. The 'subjective’ format, which shows
expenditure, split between Employees, Premises costs, Transport costs, and so on; and the ‘objective’
format for the police service which shows expenditure over 4 main categories: reducing crime,
investigating crime, premoting public safety and assistance to the public. For the 2004/05 Statement of
Accounts, police pensions was shown as a separate line in the ‘objective’ analysis but this year the
Best Value requirements are for police pensions to be aliocated over the 4 main categories. For
comparison purposes 2004/05 figures have been prepared in this format also.

The required breakdown of the Authority's expenditure is part of the govermnment's Best Value
Accounting Code of Practice (BVACOP) requirements for local government. The aim is for there to be
the greatest possible consistency and comparability in financial information published by Police
Authoritfes.

Capital Expenditure 2005/06
Capitat expenditure in the year was £7.43million (£7.0million in 2004/05), financed by a mixture of
capital grant, borrowing, contributions from revenue and reserves and capital receipts.

Capital expenditure can be analysed as follows:-

£m
Glossop Police Station Refurbishment 1.25
Custody Suite/Co-location Chesterfield 0.87
Other Building works 211
Crime System 0.56
Office Automation 0.41
Other IT and communicatlions 0.76
Vehicles and equipment 1.47
Total 7.43
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Impact of FR817

The Accounts for 2005/06 continues the full implementation of FRS17 on Retirement Benefits. The
main effect of this is the recognition of the net liability and the inclusion of a pensions reserve in the
balance sheet with associated entries in the Revenue Account for movements in the liability relating to
the employee pension schemes in which the Authority pariicipaies {(with reconciling eniries back to the
true cost of pensions for purposes of grant and local taxation).

Notes are aiso inciuded in the Revenue Account {page 23 o 24) and the Balance Sheet (pages 33 to
35 and page 38) as well as the Statement of Total Movements in Resarves (page 39).

Conclusion

The national and local funding settlement required significant efficiency savings which provided some
opportunity for further developmaent of the service, supporting Force performance.

An annual report will be published separately.

Peter Swaby
Treasurer

Date June 2006
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STATEMENT OF RESPONSIBILITIES FOR
THE STATEMENT OF ACCOUNTS

The Authority’s Responsibilities
The Authority is required:

o to make arrangements for the proper administration of its financial affairs and to secure
that one of its officers has the responsibility for the administration of these affairs. In this
Authority that officer is the Treasurer {o the Derbyshire Police Authority; and

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

o approve the statement of accounts

The Treasurer's Responsibilities

The Treasurer is responsible for the preparation of the Authority’s Statement of Accounts
which, in terms of the CIPFA/LASACC Code of Praciice on Local Authority Accounting in the
United Kingdom {“the Code of Practice”} requires him to present fairly the financial position of
the Authority at 31 March 2006 and its income and expenditure for the year ended 31 March
20086.

In preparing this Statement of Accounts the Treasurer has:-

s selected suitable accounting policies and then applied them consistently;
= made judgements and estimates that are reasonable and prudent; and

« complied with the Code of Practice.

The Treasurer has also:-

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

TREASURER’S CERTIFICATE

| certify that the Statement of Accounts presents fairly the financial position of the
| Derbyshire Police Authority as at 31 March 2006, and that in all material respects
| police grant has been applied to the purposes intended by Parliament.

ooy

| Peter Swaby
§ Treasurer
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STATEMENT OF ACCOUNTS 2005/06

CHAIRMAN’S APPROVAL

| certify that the Statement of Accounts 2005/06 have been approved by the Finance,
Estates and Property Committee on the 27 June 2006 in accordance with section 3
of the Accounts and Audit Regulations 2003.

SEQFM Dated 77 06 - 06

Glenys Goucher
Finance, Estates and Property Committee Chairman
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STATEMENT ON INTERNAL CONTROL

1. Scope of Responsibility

The Police Authority and Chief Constable are responsible for ensuring that its business is
conducted in accordance with the law and proper standards, and that public money is
safeguarded and properly accounted for, and used economically, efficienily and effectively.
The Police Authority also has a duty under the Local Government Act 1999 to deliver services

to clear standards, covering both cost and quality by the most effective, economic and efficient
means available.

In addition, from 1 April 2005 there is a requirement to democnstrate a 3% efficiency
improvement each year by, for example, introducing better procedures, working practices or
more powerful technolegy. At least 1.5% of which must be cashable. This is an increase from
the 2% per annum target, which operated previcusly.

in discharging these responsibilities, the Police Authority is also responsible for ensuring that
there is a sound system of internal control which facilitates the effective exercise of the Police
Authority's funstions and which includes arrangements for the management of risk.

2. The Purpose of the System of Internal Control

The system of internai control is designed to manage risk in a balanced and effective manner,
acknowledging that an element of risk is inevitable if policies, aims and objectives are to he
achieved. The system of internal control is based on an ongoing process designed to identify
and priorilise the risks to the achievemeni of the Police Authority’s policies, aims and
objectives, to evaluate the kikelihood of those risks being realised and the impact should they
be realised.

The next section outlines the internal contral environment in which the Police Authority and
Force operates and reviews the effecliveness of these confrols. This system of internal
control has been in place for the year ended 31 March 2006 and up to the date of approval of
the annual statement of accounis,

3. The Internal Control Envirenment
The key elements of controi are described below:

(a} The Police Authority sets out its objectives through & number of Plans, the most
significant being the Annual Policing Plan, together with action plans arising from
Best Value reviews and HMIC inspections and revenue and capital as set out in the
annual precept report.

(b} Derbyshire Police Authority, in consultation with the Chief Officers of the Force, seis
objectives for the year which meet the requirements of the National Policing Plan and
take account of the views of the community. These objectives are used fo direct
resources and manage activity. Priorities for Derbyshire Police Authority for 2005/06
were; -

« To provide a citizen focused service o the public, especially victims and
witnesses, which responds to the needs of individuals and communities and
inspires confidence in the police particularly amongst minority sthnic
communities

» Totackle anti-social behaviour and disorder

» To improve visibility and reassurance

« To continue o reduce burglary in Hine with the Government's PSA targets
{Reduce the Administration Burden on Officers)

 To continue to reduce vehicle crime in fine with the Government's PSA targels

+« To conlinue to reduce violent crime in line with the Force's targets

« To stifle the availability of illegal drugs within our communities

« To combat serious and organised crime, both across and within Force
boundaries

» To narrow the justice gap by increasing the number of offences brought to justice
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The activities of the Force are further governed by the Vision, corporate values,
principles and behaviours that have been agreed by Derbyshire Police Authority and
the Force.

Derbyshire Police Authority produces an annual Policing and Best Value
Performance Plan to establish the targets and aspirations of the Authority for the year
shead. At the end of the year an Achievement Plan is produced that measures the
Authority's performance in these key areas.

The Police Authority receives regular reports by the Chief Constable, Clerk and
Treasurer on the implementation of these chjectives, financial management and
emerging issues.

The Constitution is supplemented by a range of policies and processes to support the
operation of the Authority, including schemes of delegation to officers, standing
orders relating to the business of the Authority, and codes of conduct for members
and officers.

{c) The financial management of the Police Authority is integrated with and influenced by
many of the above processes, and includes processes for forward planning of
expenditure and resources, budget consuiiation, sefting and monitoring, and
completion of final accounts, all aimed to be accurate, informative and timely. The
Paolice Authority also has in place financial regulations designed to support sound
financial management policies and procedures, and adherence therete, and also to
reflect the Police Authority's current political and management structure and business
activities,

{d) ln order to ensure compliance with policies, procedures and statutory requirements,
the Police Authority has a range of controls and processes in place, as set out below.
These processes also assist the Authorily in ensuring the economical, effective and
efficient use of resources, in securing continuous improvement in exercising its
functions, and provide for an effective performance management and reporting
process.
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4, Review of Effectiveness of Internal Controls

Control

Review of Effectiveness

Internal Audit provide independent and objective
assurances across the whole range of the
Authority's activities.

The External Auditor has confirmed that they are able fo
place reliance an the work of Internal Audit.

The Annual Audit Plan was agreed by the Audit and
Finance Committee on 12 July 2005, following a joint
planning exercise with internal and External Audit, and input
from the Head of Professional Standards and consultation
with the Treasurer and Director of Finance and
Administration.

For 2005/06, based on the work undertaken in the opinion
of Derbyshire Audit Services, the overali adequacy and
effectiveness of the internal control environment was
"considered {o be adequate fo ensure satisfactory
performance”.

External Audit provide a further source of
assurance by reviewing and reporting upon the
Police Authority's internal control processes and
matlers relevant to their statulory functions and
codes of practice.

In the Annual Audit Letter relating to 2004/05, the auditors
commented that an important measure of proper financial
control and accountability is the timely closure and
publication of audited accounts. The Authority has
continued to maintain an efficient final accounts closedown
process including the provision of good quality working
papers to support the financial statements. The Statement
of Accounts was presented and approved by the Authority
well in advance of the statutory deadline of 31 July. In
addition, "there were no unadjusted audit differences ",

HMIC Baseline Assessments

The HMIC sfated in the 2005 report that Derbyshire
Constabulary is fair or good in all assessed categories.

Risk Management arrangements are in place with
the objective of ensuring that the risks facing the
Authority in achieving its objeclives are evalualed,
regularly reviewed and miligation strategies
developed.

The Chief Officers of the Force, in consultation with
members, have developed a sirategic risk management
strategy. The Sirategic Risk Register was considered by the
Audit & Finance Commitiee on 12 July 2005. it was noted
that the Register will be kept under review by the Strategic
Risk Management Group, which meets three times a year
and includes member representation. The register has
been developed from initial work undertaken by the Chief
Ofiicers and members, which has then been refined further
with Divisional Commanders and Heads of Depariments.

As part of the budget setting protess, an exercise was
undertaken to assess the Force's Strategic Risk Register
indicating how the budget proposals assisted in addressing
the Top 12 Strategic Risks.

In addition, for afi major projects the PRINCE project
management methodology is adopted. This includes the
maintenance of a risk register for each project and at
programme level.

insurance policies and funds are in piace and are regularly
reviewed to ensure the Police Authority is adequately
safeguarded.

Provision of effective, efficient and responsive
system of financial management systems.

Financial monitoring reports are considered by the Finance,
Estales and Property Committee and by the Force
Management Group and Force Policy Group.

Regular menitoring updates are supplied to devolved
hudget holders.

The Force is strengthening the reassurance process by
seeking positive responses on guestions of internal contro
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Control

Review of Effectiveness

from all senior managers of the Force.

Financial Regulations - were fully reviewed in 2004/05 and
were approved by the Police Authority on 20 January 2005.
the

The Constabulary has been re-accredited with

Chartermark.

During 2004/05 the Inland Revenue undertock an Employer
Compliance Review, the conclusion of which provides
significant reassurance in this area.

Codes of practice are issued by external bodies in
respect of the Authority's services and processes,
with which the Authority is expected to comply.

The Authority has complied with the 2003 CIPFA Code
relating to Capital Finance & Treasury Management.
{Approved by the Police Authority on 16 February 20086).

Performance monitoring processes are in place to
measure progress against objectives and o
provide for remedial action where appropriate.

Agreed performance largets are included within the annual
Policing Plan and are monitored through the year by the
Police Authority and the chief officers. These are agreed at
a series of meetings between the Police Authority and
Force Executive and in liaison with pariners.

The External Auditors commented in their Annual Audi
Letter for 2004/05 that "the Force has a number of strengths
in it's performance management framework with a strong
focus on performance led by the Chief Constable”.

The Police Standards Unit judged that we are fully
compliant in relation to the national crime recording
standard.

Continued implementation of best value reviews
and related improvement plans.

The Police Authority identifed and prioritised Best Value
Reviews in 2005/06. These included the Best Value Review
of the Police Authority, Leaming & Development and
Domestic Violence,

The efficiency planning process is well embedded and the
Force continues to exceed its efficiency savings target at
the same time as improving its performance. The efficiency
savings target increased to 3% for 2005/06. Quarterly
monitoring is provided to HMIC throughout the year.

The Reform and Delivery project has been established,
chaired by the Chief Constable, to drive out further
efficiency improvements and cashable savings for the
future.

Two pieces of withess simulation workk were funded by the
Pclice Standards Unit relating o forensic work {aiding
detections) and reviewing criminal justice processes. Both
projects led to increases in efficiency and performance. The
forensic work has been rolled out nationally by the Police
Standards Unit.

Delivery of services by trained, skilled and

experienced personnel.

The Police Authority has demanstrated its commitment
through P accreditation, the adoption of the PDR scheme
which identifies training needs.

in Qctober 2004 the HMIC graded Derbyshire as GOOD in
Finance and Resource Management, stating that "Suppori
Services are professionally managed, reflecting the
employment of specialist professionalism”.
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5. Significant Internal Conirol Issues
There are no significant internal control issues at present. However, it is recognised that developments
planned in relation to more electronic use within the finance system and structure reviews taking place
within Administration and Finance areas for 2005/06 will require careful attention in order that internal
control is not weakened to an ineppropriate level.

The amalgamation proposals potentially pose significant risks for the organisation.

g N
Signed ~ > /:9\\/<\0é®
Chairman € Police Au:(hority

Signed € 2l on

Chief Constable
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Independent auditors’ report to the Members of Derbyshire Police
Authority

Opinion on the financial statements

We have audited the financial statements of Derbyshire Police Authority for the year ended 31
March 2008 under the Audit Commission Act 1998. The financial statements comprise the
Consolidated Revenue Account, Consolidated Balance Sheet, the Statement of Total
Movements in Reserves, the Cash Flow Statement and the related notes. The financial
staternents have been prepared under the accounting policies set out within them.

This report is made solely to Derbyshire Police Authority, as a body, in accardance with Part 1l
of the Audit Commission Act 1898. Our audit work has been undertaken so that we might
state to Derbyshire Police Authority, as a body, those matters we are required fo state to them
in an auditor's report and for no other purpose. To the fullest extent permitied by law, we do
not accept or assume responsibility to anyone other than Derbyshire Police Authority, as a
‘body, for our audit wark, for this report, or for the opinions we have formed.

Respective responsibilities of the Chief Finance Officer and auditors

The Chief Finance Officer's responsibilities for preparing the financial statements, in
accordance with applicable laws and regulations and the Statement of Recommended
Practice on Local Authority Accounting in the United Kingdom 2005 are set out in the
Statement of Responsibilities.

Qur responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing {UK and Ireland).

We report to you our opinion as to whether the financial statements present fairly, in
accordance with applicable laws and regulations and the Statement of Recommended
Practice on Local Authority ‘Accounting in the United Kingdom 2008, the financial position of
the Authority and its income and expenditure for the year.

We review whether the Statement on Internal Control reflects compliance with CIPFA’s
guidance 'The Statement on Internal Control in Local Government: Meeting the Requirements
of the Accounts and Audit Reguiations 2003’ published on 2 April 2004. We report i it does
not comply with proper practices specified by CIPFA or if the statement is misleading or
inconsistent with other information we are aware of from our audit of the financial statements.
We are not required to consider, nor have we considered, whether the statement on internal
control covers all risks and controls. We are also not reguired to form an opinion on the
effeciiveness of the Authority's corporate governance procedures or its risk and control
procedures.

We read other information pubiished with the financial statements, and consider whether it is
consistent with the audited financial statements. This other information comprises only the
Expianatory Foreword. We consider the implications for our report if we become aware of
any apparent misstatements or material inconsistencies with the financial statements, Our
responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with the Audit Commission Act 1998, the Code of
Audit Practice issued by the Audit Commission and International Standards on Auditing (UK
and Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test
basis, of evidence relevant to the amounis and disclosures in the financial statements. it also
includes an assessment of the significant estimates and judgments made by the Autharity in
the preparation of the financial statements, and of whether the accounting poiicies are
appropriate to the Authority’s circumstances, consistently applied and adequately disclosed.

Derbyshire Police Autherity - Final Accounts 2005/06 13



We planned and performed our audit so as o obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstaiement,
whether caused by fraud or other irregularity or error. In forming our copinion we also
evaluated the overali adequacy of the presentation of information in the financial statements.

Opinion
The financial statements present fairly, in accordance with applicable laws and regulations
and the Statement of Recornmended Practice on Local Authority Accounting in the United

Kingdom 2005, the financial position of the Authority as at 31 March 2006 and its income and
expenditure for the year then ended.

\c eyl

~KPMG LLP

Chartered Accountants
Birmingham
27 September 2006
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Conclusion on arrangements for securing economy, efficiency and
effectiveness in the use of resources

Authority’s Responsibilities

The Authority is respensible for putting in place proper arrangements o sscure economy, efficiency and
effectiveness in its use of resources, to ensure proper stewardship and governance, and to regularly
review the adequacy and effectivenass of these arrangements.

Under the Local Government Act 1999, the Authority is required to prepare and pubiish a best value
performance plan summarising the Authority’s assessment of its performance and position in relation to
its statutory duty to make arrangements lo ensure continuous improvement in the way in which its
functions are exercised, having regard to a combination of economy, efficiency and effectiveness.

Auditor’s Responsibilities

We are required by the Audit Commission Act 1998 to be satisfied that proper arrangements have been
made by the autharity for securing economy, efficiency and effectiveness in its use of resources. The
Code of Audit Practice issued by the Audit Commission requires us to report to you our conclusion in
relation to proper arrangements, having regard to relevant criteria specified by the Audit Commission for
principal local authorities. We report if significant matters have come to our attention which prevent us
from conciuding that the Authority has made such proper arrangements. We are not required to
consider, nor have we considered, whether all aspects of the Authority’s arrangements for securing
economy, efficiency and effectiveness in its use of resources are operating effectively.

We are required by section 7 of the Local Government Act 1998 to carry out an audit of the Authority's
best value performance plan and issue a report:

»  certifying that we have done so;

« stating whether we believe that the plan has been prepared and published in accordance with
statutory requirements set out in section 6 of the Local Government Act 1999 and statutory
guidance; and

s where relevant, making any recommendations under section 7 of the Local Government Act 1898,

Conclusion

We have undertaken our audit in accordance with the Code of Audit Practice and we are satisfied that,
having regard to the criteria for principal local authorities specified by the Audit Commission and
published in July 2005, in all significant respects, Derbyshire Police Authority made proper
arrangements to secure economy, efficiency and effectiveness in its use of resources for the year
ending 31 March 2008.

Best Value Performance Plan

We issued our statutory report on the audit of the Authority’s best value performance pian for the
financial year 2005/06 on 5 December 2005. We did not identify any matters to be reported io the
Authority and did not make any recommendations on procedures in relation to the plan.

Certificate

We certify that we have completed the audit of the accounts in accordance with the requirements of the
Audit Commission Act 1998 and the Code of Audit Practice issued by the Audit Commission.

fme, L
N

KPMG LLP

Chartered Accountants
Birmingham

27 September 2006
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STATEMENT OF ACCOUNTING POLICIES

General Principles

The Police Authority’s (Authority's) accounts have been prepared in accordance with the accounting
principles contained within the Code of Practice on Local Authority Accounting in the United Kingdom
2005 issued by the Chartered Institute of Public Finance & Accountancy {CIPFA} and the Statement of
Recommended Practice {(SORP) on the application of Financial Reporting Standards (FRS's). Unless
otherwise indicated the accounting practices adhere to the fundamentat concepts contained in FRS18.

Debtors & Creditors

The revenue account has been prepared on an accruals basis in accordance with the Code of Practice
and FRS 18 and provisions for sums due to or owed by the Police Authority are included in the
accounts where the cash had not actually been received or paid during the year. Income has cnly
been included in the accounts when it can be realised with reasonable certainty.

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

a) the authority has a present obligation {legal or constructive) as a result of a past event;
b) it is more iikely than not that money will be needed to settle the obligation; and
c) a reliable estimate can be made of the amount of the obligation.

Details of provisions held at 31 March 2006 are shown in Note 11 to the Balance Sheet

Reserves & Balances

in accordance with the Code of Practice the Police Authority's reserves are analysed between those
reserves which are ‘earmarked’ for specific purposes and those reserves which are availabie to
generally support the budget. The intended use of ‘earmarked’ reserves is shown in Note 17 to the
Balance Sheet.

Certain reserves/accounts are kept to manage the accounting processes for tangible assets (Fixed
Asset Restatement Account, Capital Financing Account) and retirement benefils (Pensions Reserve
FRS17). These do not represent usable resources for the Authority.

Government Grants & Contributions

Whether paid on account, by instalments or in arrears, Government Grants and third party contributions
and donations are recognised as income at the date that the authority satisfies the conditions of
entitliement to the grant/contribution and there is reasonable assurance that the monies will be received.

Revenue grants are credited to the revenue account in the same period as the expenditure to which
they relate. Grants to cover general expenditure (eg Revenue Support Grant) are credited to the foot of
the Revenue Account after Net Operating Expenditure and appropriations to and from reserves.

Capital grants and contributions are also accounted for on an accruals basis. Where the acquisition of
fixed assets is financed wholly or partiy by a Government Grant or other contribution the amount of
grant or contribution is credited initially to the Government grants deferred account and released to the
Asset Management Revenue Account (AMRA) over the useful life of the asset to match the
depreciation charge on the asset to which it relates.

In order to match the Authority's depreciation policy amortisation of grants commences in the financial
year following that in which they are received.

Pensions
The Authority participaies in 2 different pension schemes;

a) Police Officers

This scheme is unfunded. This means it provides pensions and other retirement benefits for
employees based on final salaries but there are no investment assets built up to meset the
pensions liabilities. As a result, the annual cost of benefits paid out is met by using
contributions of current employees and resources from the Authority's revenue budget,
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From Aprit 2006 the method of financing Police Officers pensions changes. A new Pensions
Account will be set up from April 2006. Officer's contributions and a new employer's
contribution wiill be paid into the pensions account from which pension payments will be made.
The account 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 Authority's
Revenue Account.

in next years Statement of Accounts the pensions account will appear as a separate income
and expenditure statement.

b) Other Employees

Other employees, subject to certain qualifying criteria, are eligibie 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. Actuariai valuations of the fund are
undertaken every three years to determine the contributions rates needed o meet its liabilities.

The Accounis show the fuli Implementation of FRS17 on Retirerent Benefits. The main effect of this is
the recognition of the net liability and a pensions reserve in the balance sheet and eniries in the
Revenue Account for movements in the liability relating to the employee pension schemes in which the
Authority participates (with reconciling entries back to the true cost of pensions for the purposes of
grant and local taxation).

The Discount Rate for Defined Benefit Pension Scheme Liabilities was changed in 2004/05 from a rate
determined each year by the Government Actuaries Department based on the assumed long-term real
rate of return expected to be earmned on a portfolio of long-dated index linked stocks, to the ‘current rate
of return on a high quality corporate bond of equivalent currency and term to the scheme liabiiities’,
which is often referred to as AA Corporate Bond Rate. Application of this rate led to an increase in
liabilities.

Notes on Pensions are also included in the Revenue Account {page 23 to 24} and the Balance Shest
{pages 33 to 35 and page 38) as well as the Statement of Total Movements in Reserves (page 39).

Value Added Tax (VAT)
Income and expenditure 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,

Fixed Assets - Intangible

Expenditure on asseis that do not have physical substance but are identifiable and controlled by the
Authority (eg software licences), are capitalised when it will bring benefits to the Authority for more than
one financial year. The balance is amortised to the revenue account over the economic life of the
investment o reflect the pattern of consumption of benefits, Amortisaticn, as with depreciation,
commences in the financial year following that in which they are received. intangible assets are
capitalised at cost.

Fixed Assets - Tangible

Expanditure on the acquisition, creation or enhancement of tangible fixed assets is capitalised on an
accruals basis, provided that it yields benefits to the Authority and the services it provides are for more
than one financial year.

Land, operational properties and other operational assets are included in the balance sheet at the lower
of net current replacement cost and net realisable value, Operational assets can either be specialised
or non specialised. Non specialised assets are valued at Existing Use Vaiue. Specialised Assets,
where there is no particular market or demand for their specific use, are valued at Depreciated
Replacement Cost {DRC).

Non operational assets and assets surpius to requirements are included in the balance sheet at net
realisable value. These assets are valued at Market Value. Police Houses which are used for
residential purposes and are not being used in pursuit of the strategy or service objectives of the
Authority have been classed as non operational. Surplus properties are those assets held for disposal.
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No aliowance in the valuation is made far any costs of sale or any liability for taxation, including VAT,
which may arise upon a disposal.

Vehicles, IT and Communications equipment and other equipment have been valued at historic cost net
of depreciation or net current repiacement cost.

Furniture is included in the accounts at 5% of the operational buildings value.

Capital Receipts

Capital receipts from the disposal of assets are treated in accordance with the provisions of the Local
Authorities (Capital Finance and Accounting) Regulations 2003. Amounis in excess of £10,000
received from disposals are credited to the Usable Capital Receipis reserve, which can be used to
finance new capital investment or set aside to reduce the Authority’s borrowing.

When an asset is disposed of or decommissioned, the value of the asset in the balance sheet is written
off to the Fixed Asset Restatement Account.

Depreciation
The Depreciation policy of the Authority is such that a charge is made for all fixed assets which have a
finite useful life. Depreciation is calculated on a straight line basis as follows:-
Land Nil
Vehicles Over the life of the asset (3-10 years)
iT/Communications Equipment Over the life of the asset (2-10 years} . Majority of assets
are 5 or 7 years

Operational Buildings Over the life of the asset (10-50 years). Majority of assets
are 40 years.

Non Operationai Buildings Nil

Surplus properties Nil

It is the Authority’s policy not to charge depreciation in the year of acquisition but a full year's charge is
made in the year of disposal.

Capital Charges

The capital charges made to the revenue account equate to the sum of depreciation plus a notional
interest charge based on the net amount at which the fixed asset is included in the balance sheet at
31st March 2005. The notional rate of interest used is 3.5%.

Capital Charges are reversed out of the Revenue Account after the Net Cost of Services by way ofa
credit to the Asset Management Revenue Account.

Asset Management Revenue Account {AMRA)

External interest and the provision for depreciation are charged to the AMRA which is credited with the
amortisations from the Government Grants Deferred account and capital charges. Amortisations and
capital charges therefore have a neutral impact on the amounts required to be raised from local
taxation. However in accordance with the requirements of Local Authorities (Capital Finance and
Accounting) Regulations 2003 the Authority is required to set aside an MRP {Minimum Revenue
Provision) for the repayment of debt equal to 4% of the Capital Financing Requirement at the beginning
of the year. f depreciation does not equal this amount a transfer toffrom the capital financing account
is required for the difference.

Redemption of Long Term Borrowing
Instalments of principal repayments are charged through the statutory Minimum Revenue Provision
{MRP) of 4%, The Authority also makes additional voluntary repayments,

Leasing Charges

The Authority holds various capital assets under operating leases. The annual lease rentals are
charged to revenue. The value of assets and related liability for future rental are not shown in the
Balance sheet.
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Temporary Investments

The Police Authority invests its surplus cash in temporary investments and short term deposits with a
range of banks and financial institutions. This is in line with the annual Treasury Management Strategy
which sets out those institutions which are approved for investing temporary cash sumpluses and
applies a ceiling for individual investments. The investments are recorded in the accounts at cost.

Interest on Balances
During the year surpius cash was invested externally and the interest earned credited to the revenue
account.

Stocks & Stores

A central store for uniform and stationery and printing materials exists at Police HQ. Vaiues included in
the accounts in respect of the items held at the financial year end are shown in the accounts at the
lower of cost or net realisabie value.

Comparison with Previous Years
The 2005/06 Statement of Accounts reflects the financial position of Derbyshire Police Authority. To
assist the reader the financial statements provide a comparison with the 2004/05 accounts.

Private Finance Initiative (PFI)

The Authority has entered into two PF1 arrangements, llkeston 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 Authority for 30 years. On the basis of the advice from the Accounting Standards
board {ASB) and Treasury Taskforce Guidance there is no direct impact on the balance sheet of the
Authority. The revenue commitment is given in a note to the Revenuse Account.

North Midiand Helicopter Support Unit (NMHSU)

The NMHSU is based at Derbyshire’s Police Headquariers. The accounts for the NMHSU are included
as part of Derbyshire's accounts. The unit is a consortium funded on a 50:50 split basis by Derbyshire
& Nottinghamshire forces. This split is based on a set number of flying hours by each force. If a force
exceeds this set number of hours a charge is made for excess hours. Reimbursement from the
Nottinghamshire Force is made quarterly in arrears.

In previous years accounts the helicopter and hangar have been included in the balance sheet {fixed
assets) as 100% owned by Derbyshire Police {(as lead Force). As the NMHSU is a joint venture with
Nottinghamshire Police, following audit commission guidance, these assets are now shown as 50%
owned by Derbyshire Police.
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Actual
Expenditure
2004/05
£'000

78,952
28,254
488

876
17,850
6,688
4,012
13,058
3,010
4,704
112
158,005
{ 17,263}

140,742

263
70

(2.472)
(1,580)
44,805

181,658

1,825
{2,863}
087
1517

{ 43,803)

( 26,524)
(61,522)

(1)

( 13,109)

({ 38,683)

Gross Expenditure

Police Pay & Allowances
Suppart Staff Pay & Allowances
Other Pay and Allowances
Qther Employee expenses
Police Pensions (Net}
Premises
Transport
Supplies & Services
Agency & Conlracted Services
Capital Charges & Debt Financing
Non Distributed Costs

Gross Operating Expenditure
Income from fees & charges

Net Cost of Services

Levies to national police services
- Police National Computer
Seconded Officers - net cost
Net incame or expenditure on the asset management
revenue account
interest & Investment income
Pension interest cost and expected return on pensions assels

Net Operating Expenditure

Contribution to Earmarked reserves
Excess Depreciation Over MRP
Revenue Contributions to Capital Qutiay
Agppropriations {o Capital Reserve
Appropriations to Pension Reserve

Net Expenditure to be met from Grants & Taxation

Revenue Suppert Grant
Police Grant

Other Grants

Non domestic rate income
Precepts

(SURPLUS) ! DEFICIT FOR THE YEAR
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(Note 5)

{Note 5)

{Note 5}

(Note 10)

(Note 1)

(Note 3)

{Note 5}

(Note 2)

{Note 5}

Actual
Expenditure
2005/06
£000

79,997
30,570
448

662
25,290
7,054
3,992
12,337
2,746
4,707
{ 1,898}
165,908
{19,424}

146,484

300
63

(2,818)
{1.810)
48,652

190,873

5,409
(3,017)
743
2,036

( 50,155)

(25,905}
(63,186}

(5)
{16,860)
(40,933)
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Actual
Expenditure
2004/05

£'000

3,775
70,365
74,140
42,501
23.141
65,642

848
112

140,742
293

70
(2,472}
{ 1,580}
44,605
181,658
1,825
{2,863)
987

1.517
{ 43,893)

139,231

Gross Expenditure

Reducing Crime

Investigating Crime

Total Crime

Promoting Public Safety

Providing Assistance

Total Policing in the Community
Carporate and Democratic Core
Non Distributed Costs

Net Cost of Services

Levies to national police services
- Police Nationat Computer
Seconded Officers - net cost
Net income or expenditure on the asset management
revenue account
Interest & Investment income
Pension interest cost and expected return on pensions assets

Net Operating Expenditure

Caontribution to Earmarked reserves
Excess Depreciation Over MRP
Revenue Contributions to Capitat Qutlay
Appropriations to Capital Reserve
Appropriations to Pension Reserve

Net Expenditure to be met from Grants & Taxation

Revenue Support Grant
Police Grant

Other Grants

Non domestic rate income
Precepts

(SURPLUS} ! DEFICIT FOR THE YEAR
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{Note 5)

{Note 1)

{Note 3}

{Note 5)

{Note 2)

{Note 5}

Actuat
Expenditure
2005106

£'000

9,692
77,408
87,101
41,654
18,758
60,412

867
(1,896)

146,484

300
63

(2,818)
{1.810)
48,652

190,873

5,409
(3.017)
743
2,036
(50,155)

145,889

( 25,905)
{63,186}

(5}
{15,860}
(40,933)
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Notes To The Revenue Account

Note 1

Note 2

Assef Management Revenue Account

With effect from 1 April 1894 Local Authorities were required to keep a regisier of fixed assets
in accordance with CIPFA's Code of Practice an Local Authority Capital Accounting. Capital
charges for the use of these asseis are reflected in the gross operating expenditure of the
Authority.

The Asset Management Revenue Account cffsets the impact of the capital charges in arriving
at ihe total level of expendiure to be financed from Government Grants and the local taxpayer.
The account matches the charges for the use of assets by means of a credit to this account.
interest charges and provision for depreciation are charged to the account. The balance on
the asset management revenue account at 31 March 2006 is £2.816m as shown below.

£000 £000
Income
Capital Charges 4,816
Transfer from Government Grants Deferred Account 1,926
6,742
Less: Expenditure
Depreciation 3,403
External Interest Charges 523
3.926
Excess of capital charges transferred to revenue
account 2.816

Minimum Revenue Provision

The Local Authorities (Capital Finance and Accounting) Reguiations 2003 requires the
Authority to set aside an amount from revenue each year to provide for the repayment of
external loans. This amount is the Minimum Revenue Provision {MRP). This is calculated by
applying specific perceniage rates {currently 4%) to the authority’s Capital Financing
Requirement at the beginning of the year.

The Code of Practice requires that for the purposes of compiiance with the statutory
requirements the provision for depreciation should be regarded as part of the MRP, with the
difference being a charge or credit to the revenue account.

£0600
Statutory minimum revenue provision 386
Amount charged to depreciation (3,403}
Credit to revenue account (excess depreciation over MRP) {3,617}

Note 3 Interest on Temporary Invesiments

Net interest on investments of £1,810,394 was received during 2605/06 (£1,579,612 in
2004/05).
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Note 4 Publicity

Set out below, under the requirements of Section 5(1) of the Local Government Act 1986, is
the Authority's expenditure on publicity.

2004/05 2005/06
Actual Expenditure Actual Expenditure
£ £
Recruitment Advertising 145,209 46,014
Other advertising 16,465 21,6815
TOTAL 161,674 67,629

Note 5 Accounting for Pension Costs

As part of the terms and conditions of employment of its officers and other employees, the
Authority offers retirement benefiis. Although these benefits will not actually be payable uniil
employees retire, the Authority has a commitment fo make payments which needs to be
disclosed at the time that employees earn their future entitiement.

The Authority participates in two pension schemes:

-

the Local Government Pension Scheme (LGPS) for the Authority’s support staff is a
defined benefit scheme. It is a funded scheme which is administered by Derbyshire
County Council. Pensions and other retirement benefits, based on final salaries, are paid
from the fund. Employers and empioyees 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 fiabilities. The 2005/06 employer contribution of £3.767m representing 16.1% of
gross pay was based on a valuation undertaken at 1 April 2004. This is in line with
pension costs necessary to be provided in accordance with FRS17 “Retirement Benefits™.

In addition to contributions to the Pension fund the Police Authority is responsible for
compensation payments in the form of “added years" awarded on premature retirement.
In 2005/06 these amounted o £0.027m.

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

the Police Pension Scheme for uniformed police officers is an unfunded single emplover
defined benefit scheme. This means i provides pensions and other retirement benefits
for employees based on final salaries but there are no investment assets built up to meet
the pensions liabiliies. As & resull, the annual cost of benefits paid out is met by using
contributions of current employees and resources from the Authority's revenue budget. In
2005/06 the net cost of pensions and other payments amounted to £21.863 miflion.

From Aprii 2006 the method of financing Police Officers pensions changes. A new
Pensions Account will be set up from April 2006. Officer's coniributions and a new
employer's coniribution will be paid into the pensions account from which pension
payments will be made. The account will be topped up as necessary by the Home Office if
the contributions are insufficient to meet the cost of pensions paymenis. Any surplus will
be recouped by the Home Office. Injury awards and il heaith retirements will continue to
be paid from the Police Authority's Revenue Account.

Under FRS 17 we recognise the cost of retirement benefits in the Net Cost of Services when
they are earmed 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 refirement benefits is reversed out of the Revenue
Account after Net Operating Expenditure. The following transactions have been made in the
Revenue Account during the year:-
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Note 6

Note 7

Local Government Police Pension Scheme
Pension Scheme £000

£000
2004/08 2005/06 2004/05 2005/06

Net Cost of Services

« cumrent service cost * 3,259 3,766 17,850 25,290

» past service costicurtaiiments 22 79 S0 20

o past service gain # - (1,995) - -

Net Operating Expenditure

» Interest cost 4,275 4,784 43,570 47,680

» Expected retumn on assets in the {3,240) {3,822) - -

scheme

Amounts to be met from

Government Grants and local

taxation )

* Movement on pensions reserve (880) 982 | (43,012) {51,137)
3,436 3,794 18,498 21,883

Actual amount charged against
council tax for pensions in the

year

o  Employers' contributions payahle 3,436 3,794
to scheme plus added years

o  Retirement benefits payable to 18,408 21,863
pensioners

*For the LGPS the current service cost is within the Suppori Staff Pay and Allowances figure
on page 20.

#The provisions of the LGPS were changed by the introduction of the Local Government
Pension Scheme (Amendment) Regulations 2006. This allowed members to take a higher
lump sum than the standard '3/80ths’ basis by commuting part of their pension. |t is jess
costly for the scheme to provide the lump sum than {he pension, so to the extent that members
take up the option it will reduce the employers’ pension cosis. An assumption as been made
on this and the saving as been put through as a ‘past service gain'.

Local Authority Goods & Services Act 1870

Under the Local Authority Goods & Services Act 1870 the Authority received £8,474 income in
relation to the provision of training o other public bodies. {2004/05= £186,752})

Finance and Operating L.eases
Eguipment

The Authority uses computer egquipment financed under the terms of an operaiing lease. The
amount paid under these arrangements in 2005/06 was £6,255 (This is a secondary lease
renewable in QOctoher 20086).

The SORP requires that where hire purchase confracis bear the characteristics of an
operating lease they should be accounted for in the same way as operating leases and
disclosed in the Accounts. The Authority has a contract for Hired Photocopiers which was
effective from December 2004 for five years. In 2005/06 £47,912¢ was spent on rental
payments.

Land and Buildings

The Authority leases a number of buildings, which have been accounted for as an operatiing
lease. In 2005/06 £197,639 was paid for lease of land and buildings. The majority of these
leases are less than £10,000 per annum, Leases greater than £10,000 are:-

Ashbourne Police Station 20 years effective from April 1891 £20,000 pa
St Katherine’s House, Derby 10 years effective from May 2604 £29,570 pa
Cardinal Square, Derby 15 years effective from November 2008 £124,000 pa
Meredith House, Ripley 10 years effective from November 2004 £54,000 pa
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Authority as Lessor

The Authority acts as lessor for a number of Police Houses- rent received for these in 2005/06
was £7,678. The gross value of these assets is £610,000, the assets are non operational so
are not depreciated.

A further £1,100 was received for the rental of a car park, £25,000 for St.Katherines House
and £114,822 was received for mast rental.

Note 8 PFl Commitments

The Authority has signed two Private Finance Initiative (PF1) project agreements:-

On 23 December 1997 an agreement for the provision of a new serviced police station at
likeston was signed. The estimated capital value of this scheme was E3million. The
arrangement is for 30 years starling Oclober 1898 unti! September 2028. The buiiding was
occupied from October 1998 when payments commenced. The amount paid in 2005/06 was
£412,362 (£405,299 in 2004/05). Future payments will be linked to the movement in inflation.

The future payments required under the likeston PF| agreement {exciuding inflation) are:

2006/07 £ 417,335
2007/2008 to 20011/2012 £2,086,675
2012/2013 to 2016/2017 £2,086,675
2017/2018 to 2021/2022 £2,086,675
2022/2023 to 2026/2027 £2,086,675
2027/2028 to September 2028 £ 626,003

The Authority receives Special Grant towards the financing of the likeston PFi scheme. Grant
of £348,190 was received in 2005/06. The difference in grants received and actual payments
pius current value of savings on the original station (£53,200) pius a contribution of £800 plus
interest in the year has been transferred to the Hkeston PFl Reserve. This reserve is to fund
future PF] payments and enables the net costs to be spread evenly over the contract period,

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 estimated capital vaiue of
this scheme was £16.4million. The arrangement is for 30 years starling 18 December 2000
until 17 December 2030, The buiiding was occupied from 18 December 2000 when payments
commenced. The amount paid in 2005/06 was £2,988,268 (£2,899,715 in 2004/05). Future
payments will be linked to the movement in inflation and elements of the fee will be
benchmarked every five years.

The future payments required under the Derby PF] agreement {excluding inflation} are:

2006/2007 £ 3,054,991
2007/2008 to 2011/2012 £15,274,957
201272013 to 2016/2017 £15,274,957
2017/2018 to 2021/2022 £15,274,957
202212023 to 2026/2027 £15,274,957
20272028 to December 2030 £11,341,656

The Authority receives Special Grant towards the financing of the Derby PFI scheme. Grant of
£2.386,586 was received in 2005/06. The difference in grants received and actual payments
plus current value of savings on the originai Full Street headquarters (£189,400), plus a
contribution of £362,000 plus interest has been transferred to the Derby PFi Reserve, This
reserve is to fund future PF| payments and enables the net costs to be spread evenly over the
contract period.

For both schemes, the method of payment for grant changed in 2005/06 to an annuity basis
(the same amount of grant will be received each year in future). This change meant less grant
will be received in the first few years but more grant overall will be received. This has
subsequently led to a lower contribution required from the Police Authority over the remaining
life of the schemes.
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Note 9 Officers Emoluments
A requirement of the 2003 Accounts and Audit Regulations is that the number of employees
whose remuneration, excluding pension contributions, was £50,000 or more in bands of
£10,000 is disclosed. These are as follows:

Remuneration Band No. Of Employees No. Of Employees
2004/05 2005/06

£50,000 - £59,999 28 30
£60,0600 - £69,999 12 16
£70,000 - £79,999 3 3
£80,000 - £89,999 1 a
£80,000 - £99,999 1 3
£100,000-£109,989 1 0
£110,000-£119,999 1 1

TOTAL 47 53

Note 10 Special and Specific Grants

Income from fees and charges in 2005/06 included Special and Specific Grants from central
government {otalling £14.4m. These were as foliows:-

GRANTS 2004/05 2005/06
£ £
ODPM Grants
Private Finance Initiative — llkeston 392,340 348,190
Private Finance Initiative — Derby 2,915,916 2,386,585
3,308,256 2,734,775
Home Office Granis
Crime Fighting Fund ~ Additionat Officers 4,544 440 4,544,440
Rurai Policing 407,217 409,869
National Airwaves Project - 357,000
Police National Case Preparation/Custody 411,406 263,400
System/Corporate Database/IMPACT
DNA Expansion 859,458 766,511
Safety Camera Project 1,336,953 1,233,645
Police Standards Unit Grant 25,000 133,408
Grant towards specific operations - 78,313
Financial Investigator post 19,586 32,480
Arrest Referral 189,039 -
Cccupational Health 84,067 87,070
Witness Software Modelling 158,787 -
Network Investigator 55,241 53,287
Grant towards G8 Summit - 560,500
Footbali Policing Initiative 105,875 85,650
NIM analyst funding 61,287 61,287
BCU Funding 756,179 770,739
Special Priority Payment Grant B08,827 920,975
ACPO Advisory Grant 20,430 10,930
Neighbourhood Poiicing Grant 126,035 1,022,600
EMRIC Grant 103,361 -
Specials Co-ordinator 70,221 85,118
Qther Home Office Grants 140,870 5,706
10,284,279 11,482,931
GOEM Grants
Crime Reduction/Parinership Development 8,728 12,566
Criminal Justice Granis
Criminal Justice Board & No Wiiness No 118,718 193,286
Justice
TOTAL 13,719,981 14,423,558
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Note 11 Gifts and Sponsorship

The Police & Magisirates Court Act 1994 permits the Police Authority to accept gifis of money,
and gifts or loans of other property, This can supplement Policing Activities. In accordance
with the Financial Management Code of Practice a2 Register of such items is maintained. In
2005/06 the amount ‘gifted’ to the Force under this scheme was £13,402 compared to £658,540
for 2004/05.

Note 12 Members' Allowances

The total of members’ allowances paid in 2005/06 was £204,866 (£187,374 in 2004/05). A list
of individual paymenis is available for public inspection.

Note 13 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. In
2004/05 and 2005/06 the Notfinghamshire force exceeded this set number of hours and under
NMHSU policy were required to pay more. This is reflected in the accounts. The Derbyshire
contribution for 2005/06 amounted to £422,434.

North Midlands Helicopter Support Unit
Statement of Accounts

£ £
2004/65 Expenditure 2005/06
0,143 Employee Related Expenditure 9,352
26,611 Premises 17,959
441,805 Transport Related Expenses 481,157
282,115 Supplies & Services 275,005
150,139 Capital Financing Costs 143,735
919,813 927,208
Less Income
- Sponsorship -
18,844 Other 22,352
18,844 22,352
Net Expenditure
Funded By:
420,148 Derbyshire Constabulary 422,434
480,821 Nottinghamshire Constabulary 482,422

Note 14 Related Party Transactions

Chief Officers and Members have no reiated party transactions.

Amounts received from Central and lLocal Government are treated as related party
transactions. Details of the sums received can be found in Note 10 to the Revenue Account.

Transactions with Derbyshire County Council are treated as related parly transactions. In
2005/06 £1.68m (£2.34m in 2004/05) was spent on services provided by Derbyshire County
Coungil. The main contracts in 2005/06 being the vehicle maintenance contract, financial and
legai contracts. The figure for 2004/05 includes £0.58m for Derbyshire County Council's share
of the proceeds of sale for Fuli Street (Magistrates court) at Derby.

In 2005/06 income of £95,003 (£69,980 in 2004/05) was received from Derbyshire County
Council. The majority of the income in beth years was for a contribution towards the
employment cost of Partnership Analysts.
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Note 15 External Audit Fees

External Audit is carred out by KPMG LLP under the Audit Commission's Code of Audit
Practice in accordance with section 5 of the Audit Commission Act 1998.

The Audit Fee for 2005/06 was £81,575 (£68,950 in 2004/05), Detailed below:-

2004/05 2005/06

£ £

Performance management 16,950 -

Financial aspects of corporate governance 19,560 -
Lise of Resources - 14,000
Accounts audit 29,500 47,000
65,950 61,000
Grant Claims & returns (estimate) 3,000 8,000
Other audit work - 12,575
TOTAL 68,950 81,575

The fees for other audit work payable in 2005/06 related to specialist advice on efficiency
plans and the design coniract.
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Capital Expenditure and Financing Statement
2005106
£'000

Opening Capital Financing Requirement 9,660
Capital Investment
Operational assets 6,806
Non-operational assets 46
intangible assets 587
Total Capital Investment 7,438
Sources of finance
Capital receipts {1,092)
Government Grants and Contributions (3,017)
Revenue Provision (NB: includes MRP) (2,852)
Closing Capital Financing Requirement 10,138
Explanation of movements in the year
Increase in underlying need to borrow (supported by Government 478
financial assistance)
Increase in underlying need to borrow {(unsupported by Government -
financial assistance)
Increasel{decrease) in Capital Financing Requirement 478
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As at
31/03/05

£'000

40,364
40,364

55
40,419

31,184
211
298

6,914

38,618

(416)

{ 9,008)
(332)

{ 1,268)
{11,022}

27,596

68,015

{ 854,713)

5,678
21,386
69
3,640
4,629
5,237
17,057

{912,400}

{ 854,713)

Fixed Assets

Intangible Fixed Assels
Tangible Fixed Assets

Total Fixed Assets

Long Term Debtors

TOTAL LONG TERM ASSETS

Current Assets

Temporary Investments

Cash

Stocks & Stores

Debtors  ({inciudes paymenis in advance)}

Current Liabilities

Short Term Borrowing (PWLEB under 1 year}
Creditors  (includes receipts in advance}
Other liabilities

Cash Overdrawn

NET CURRENT ASSETS
TOTAL ASSETS

Long Term Liabilities
Long Term Borrowing
Deferred Liabilities
Insurance Provisions
Pensions Liability (FRS17}

TOTAL ASSETS LESS LIABILITIES

Financed By:

Fixed Asset Restatement Account
Capital Financing Account

Useable Capital Receipts Reserve
Government Grants - Deferred Account
Govt. Grants Unapplied

General Reserves / Balances
Earmarked Reserves

Pensions Reserve (FRS17)

TOTAL NET WORTH

Derbyshire Police Authority - Finat Accounts 2005/06

Notes

{1)
2)-{3

(6}

{7

{8

{9

(9
(10)
(1)
(12)

{(13)
{ 14)
{ 18)
{ 16)

{ 20}
{17, 20, 21)
{18

As at
31/03/06

£000

587
38,344
38,931

36
38,967

36,593
512
363

6,103

43,671

{ 455)
( 8.188)
{661)

(2,518)

{11,822}

31,849

70,816

( 8,518)

{ 1,165)
(1,165}

{ 1,156,234)

{ 1,167,082)

{ 1,096,266)

210

24,108

0

4,475

4,770

3,000

23,405
(1,156,234)

{ 1,096,266)
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Notes To Balance Sheet

Note 1 Fixed Assets - Intangible Assets

Intangible assets is expenditure on software licences. The main purchases in 2005/06 being
microsoft office licences, business objects licences and licences for the crime system.

Purchased Software
Licences
£'000
Balance a! 1 April 2005 g
Expenditure in year 587
Written off to revenue in year 0
Balance at 31 March 2006 587

Note 2 Fixed Assets — Tangible Assets

In accordance with the Code of Practice, fixed assets at 31st March 2006 have been classified
and valued in accordance with the policy set out in the accounting paolicies.

Operational  Vehicles, Non Surplus TOTAL
lLand & Plant, Operational  Assets
Buildings  Furniture Land &
Equipment Buildings

£000 £000 £000 £000 £000
Gross Book Value at 1 April 2005 23,510 15,314 1,440 3,330 43,594
Additions 4,055 2,751 46 & 6,852
Disposals 0 { 158) 0 {1,038) {1,196)
Transfers 191 0 (580) 389 0
Revaluations {2.900) {1.381) {48) 54 {4,273)
Gross Book Value at 31 March 2006 24,856 16,526 B60 2,735 44,977
Depreciation at 1 April 2005 (489) (2,741} 0 0 {3,230)
Depreciation for Year { 546) { 2,887} 0 0 { 3,403)
Depreciation at 31 March 2006 (965) {5,638} 0 0 (6,633)
Net Book Value as at 31 March 2006 23,861 10,888 860 2,735 38,344

Valuation of Assets
All fixed assets were revalued as at Apri| 1% 2004.

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
Smmith Hampton.

The basis of valuation is shown in the Statement of Accounting Policies (page 17).

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

in previous years accounts the helicopter and hangar have been included in the accounts
100% owned by Derbyshire Police {as lead Force). As the NMHSU is a joint venture with
Nottinghamshire Police, following audit commission guidance, these assets are now shown as
50% owned by Derbyshire Police, this is part of the revaluation figure above,
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Note 3

Note 4

Note 5

Note 6

Note 7

Additions in Year

This relates to capital expenditure in the year excluding intangible assets expenditure which is
shown in note 1.

Fixed Assets Held by the Police Authority

A brief analysis of the Authority's principal assets is set out below:

31/03/05 31/03/06
Main & Divisional Headquariers 4 4
Section Stations 23 20
Police Houses 15 8
Chiid Protection Units 3 3
Community Offices & Others 22 24
Radio Masts 3 3
Vehicies 428 418
Helicopter 1 1 (60% share)

Capital Commitments

Major contracts which were started in 2005/06 and are still ongoing are:-

Electrical Rewire of 'B' Divisional HQ — This contract was signed in March 2006, work
commenced in Aprif 2006 and is due to finish in December 2006 . The total budget for this
project is £0.496m, £0.003m has been spent up to 31 March 2006 and a further £0.493m will
be spent in 2006/07.

Rephasing of electrical supply HQ-This scheme commenced in 2005/06 and will be completed
in 2006/07. The total budget for this project is £0.289m, £0.212m has been spent up to 31
March 2006 with further payments in 2006/07.

Crime System — a contract was signed for a new crime system in 2004/05. The totai budget for
this scheme was £1.5m, £0.778m has been spent up to 31 March 2006 and a further £0.772m
will be spent in 2006/07.

Finance Leases

The vaiue of assets held under finance leases for 2004/05 is nik.

Long Term Debtors

This balance represents car loans outstanding. Car Loans due for repayment within one year
are shown as short term debtors, these equated to £1,936 in 2005/06 (£2,873 in 2004/05).

The car loan scheme was suspended in 2005/06 foliowing changes to the Consumer Credit
Act and a reduction in the number of applications to the scheme.

Temporary Investments

The Police Authority invests its surplus cash in temporary investments and short term deposits
with a range of banks and financial instiiutions.

Note 8 Provision for Bad Debt

Note 9

The level of debt outstanding during 2005/06 was anaiysed and it was decided that the bad
debt provision should not be increased. The balance on the bad debt provision at 31 March
2008 is £11,308, Some debts have been written off to the provision in the year, mainly due to
companies in liguidation. Provision for bad debt is netted off the debtors figure.

Long Term Borrowing

Long term loans of £875,000 have been raised during 2005/06 The lender is the Public Works
Loan Board (PWLB) with the advances incurring an interest rate of 4.3%.
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Long term borrowing is repayable as foliows.

Maturing

within:
1-2 years 454,763
2 -5 years 1,264,288
5-10 years 1,939,480
10 years or more 4,859,929
Total 8,518,460

The amount repayable within 1 year is £454,763 — this is shown as short term borrowing in the
accounis,

Note 10 Deferred Liabilities
These represent the balance of loans outstanding as at 31 March 1995 which were transferred
to the new Police Authority as established under the Police and Magistrates’ Court Act 1994,
The loans are administered by Derbyshire County Council on behalf of the Police Authority.
Repayments of £81,066 were made in 2005/06.

Note 11 Insurance Provisions

Liability -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 2005 plus an estimate for claims for 2005-06 based on the claims history over the
last ten years. Under FRS12 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
accur. For this reason a provision of £714,000 is required - £346,000 has been transferred to
an insurance reserve for future claims that may occur. The insurance excess has also
increased in 2005/06 from £25,000 to £100,000 so the reserve could be used for any large
claims.

Vehicle — The vehicle insurance policy was renewed in August 2003. From this date the
Authority fook over the responsibility of its Third Party Claims. This provision has been
established to meet Third Party claims which are not covered by external insurers.

Liability  Vehicle Total

£000 £000 £000

Opening Balance 708 366 1,075
Provision in Year 481 254 735
Expenditure on Claims in year (130) (163) (289
Transfer (o reserves (346) - (346)
Balance Carried Forward 714 451 1,168

Note 12 Pension Scheme Liabilities
Note 5 to the Revenus Account contains details of the Authority's participation in the Local
Government Pensions Scheme (administered by Derbyshire County Council) and the Palice
Pension Scheme in providing support staff and uniformed officers with retirement benefits.

The underlying assets and liabilities for retirement benefits attributable to the Authority at 31
March are as follows:-

Local Government Police Pension Scheme Total Pension Schemes
Pension Scheme £600 £000
£000
31/03/05 31/03/06 31/03/05 31/03/06 31/03/05 31/03/06

Estimated Liabities in (86,892) (105,492) {881,493} (1,124,120} (968,385) (1,229,612)
scheme

Estimated Asseis in 55,976 73,378 - - 55,976 73,378
scheme

Net asset/ (Hability) (30,916) (32,114)  (881,493) (1,124,120}  (812,408) (1,156,234}
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The movement in the net pensions deficit can be analysed as follows:-

Local Government Police Pension Total Pension

Pension Scheme Scheme Schemes
(LGPS)
£'000 £000 £'000
Surplus/({Deficit) as at 1 April 2005 (30,916) (881,493) (512,408)
Cuerent Service Cost (3.766) (25,290) (29,056)
Employer Contributions 3,794 - 3,794
Employee contributions - {7.013) (7,.013)
Pensions Paid - 28,876 28,876
Past Service/Curtailment/Settlement cost (79 {20) {99)
Past Service Gain 1,895 - 1,995
Net Interest/Return on Assets (962) (47.890) (48,652)
Actuarial GainfLoss * (2,180) (191,490) {193,670)
Surplus/{Deficit) as at 31 March 2006 l (32,114) (1,124,120} {1,156,234) |

* Note 18 gives more information on the Actuarial Gainfloss

With respect to the LGPS, the actuary has included the amounts for employee contributions
and pensions paid within the actuarial gain/floss figure.

Within the creditors figure in the balance sheet, £112,747 has been accrued for employees
pension contributions and £302,162 for employer's contributions.

The provisions of the LGPS were changed by the introduction of the Local Government
Pension Scheme (Amendment) Regulations 2006. This allowed members to take a higher
lump sum than the standard '3/80ths’ basis by commuiing part of their pension. It is less
costly for the scheme to provide the jump sum than the pension, so to the extent that members
take up the option, it will reduce the employers’ pension costs. An assumption has been made
on this and the saving of £1.995m as been put through as & ‘past service gain'.

The liabllities show the underlying long {erm commiiments that the Authority has to pay
retirement benefits. The total liability of £1,156m has a substantial impact on the net worth of
the authority as recorded in the balance sheet, resulting in a negative overall balance of
£1,096m for the authority. However, statutory arrangementis for funding the deficit mean that
{he financial position of the Authority remains stable:-

o the deficit on the local government scheme will be made good by increased contributions
over the remaining working life of employees, as assessed by the scheme actuary

o  From April 2006 the methed of financing Police Officers pensions changes. A new
Pensions Account will be set up from April 2006. Officer's contributions and a new
employer's contribution will be paid into the pensions account from which pension
payments will be made. The account 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 il! health retirements will continue to
be paid from the Police Authority’s Revenue Account. Also the employer contribution rate
will be assessed every three years lo ensure that it accurately reflects the cost of the
scheme, This should create a more stable environment for Police Officer pensions.

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

The Police scheme has been assessed by the Government Actuary Depariment {GAD) and
the iocal government scheme has been assessed by Mercer Human Resource Consuiting
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 2004,
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The main assumptions used in their calculations have been:-

Local Government
Pension Scheme

Police Pension Scheme

Rate of inflation
Rate of increase in salaries

Rate of increase in pensions

£000 £000
2004/05 2005/06 2004/05 2005/06
2.9% 2.9% 2.8% 3.2%
4.4% 4.4% 4.4% 4.7%
2.9% 2.9% 2.8% 3.2%
54% 4.9% 5.4% 4.9%

Rate for discounting scheme liabilities

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 foliowing categories, by proportion of the total assets held by the fund:-

Assets at 31 March

Assets at 31 March

2005 2008

£000 % £000 %
Equities 39,296 70.2 52,025 70.9
Governmeni Bonds 8,844 15.8 10,640 4.5
Qther Bonds 1,231 2.2 1,394 1.9
Property 2,799 5.0 3,742 5.1
Cashiliquidity 3,806 6.8 8,577 7.6
Other 0 0] 4] 0
Total | 55,976 73,378 ]

The expected rate of return on assets was as follows:-
2004/05 2005/06
%o %

Equities 7.5 7.0
Government Bonds 4.7 4.3
Other Bonds 5.4 4.9
Property 6.5 6.0
Cash/Liquidity 4.75 4.5
Other N/A NIA

The market value of total fund assets was £1,806 million as at 31 December 2005 compared

to £1,441 million as at 31 December 2004.

Note 13 Fixed Asset Restatement Account

The balance represents the difference between the historic cost and the current valuation of
the Authority's assets. The reserve is written down by the net book value of assets disposed

of and movements on revaluations.

Opening Balance

Less: Revaiuations
Qispasais

Balance C/fwd

£000
5,678
(4,272)
(1,198)
210
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Note 14 Capital Financing Account

The capital financing reserve contains the amounts which are required by staiute to be set
aside from capital receipts for the repayment of external loans and the amount of capital
expenditure financed from revenue and capital receipts. It also contains the difference
between amounts provided for depraciation and that required to be charged 1o revenue {o
repay the principal element of external leases. The halance on the reserve is reduced as loan
debt is repaid.

£000 £000
Balance as at 1 April 2005 21,386
Movements in 2005-06
Capitai receipts set aside G
Capitat Financing - useable capital receipts 1,082
-~ revenue centributions 743
- reserves 1,611
- other centributions 256
- grants amortisation 1,826 5,628
MRP Adiustment {3,017}
Additional Voluntary Set Aside 111
Total 24,108

Note 15 Useabie Capital Receipts Reserve

The useable capital receipts reserve represents the capital receipts available to support
additional capital expenditure in fuiure years.

£000
Opening balance €0
Receipts in year: 1,023
1,092
Less:
Capital receipis used 1,082
Balance Carried Forward 0

Note 16 Government Grants - Deferred

Capital Granis are accounted for using a deferred credit method. Assets are capitalised at
gross cost. Grants are credited to a government grants deferred account and released to the
Asset Management Revenue Account over the life of the relevant asset to malch any charges
for depreciation.

£000
Opening Balance ( 3.640)
Government Granis Received {2,761)
Amaortisation of Government Grants 1,928
Balance C/Fwd ( 4,475)

Note 17 Earmarked Capital and Revenue Reserves (Total £23,405,000)

Devolved Budget Commitments £2,108,300
This balance represents the underspendings on devolved budgets for 2005/06 which have
been earmarked to carry forward to meet commitments in 2006/07.

Operational Priorities Reserve £5,369,500

This balance has been accumulated to assist with urgent operational needs. As at 31 March
2006, £0.759m has been committed fo identified areas, leaving £4.670m available to meet
further priority issues.
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Operational Funding Reserve £6,324,000
This amount has been identified by the force's medium-term financial planning process as
being required to meet a ‘funding gap’ In the revenue budget between 2006-07 and 2008-08.

Additional Vehicles Reserve £128,700

This represents a reserve to provide replacement vehicles in future years. A contribution is put
{o the reserve each year for the use of the vehicles. The balance on this account will be used
to fund Peol Vehicles in the force's Capital Programme in 2006/07.

PFI Reserve - heston £1,216,700

This reserve represenis the difference in grants received and aciual payments for llkeston PFI
plus savings on the original station plus a contribution of £800 plus interest in the year. This
reserve is to fund future PF| payments and enables the net costis to be spread evenly over the
contract period.

PFl Reserve — Derby DHQ £4,259,300

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 coniribution of
£362,000 plus interest. The reserve is to fund future PFI payments and enables the net costs
to be spread evenly over the contract period.

Force Accommodation Reserve £60,100
This reserve was established in 2001/02 for the Force to address its acute accommoedation
problems. The remaining balance is for retention payments on accommodation projects.

Capital Reserve £1,282,800

This reserve was created from Force underspendings. The reserve was used to support the
Force's Capital Programme in 2005/08. 1t will be carried forward to fund capital projects in
2006/07.

[T/S Reserve £150,000
This reserve was created from underspendings on IT. The reserve will be used for network
routers in the force's Capital Programme in 2006/07.

Pensions Reserve £1,000,000
This reserve is to meet any future pension liabiliies accruing to ihe force from iil-health or
Injury-related retirements.

insurance Reserve £1,321,000
£346,000 has been transferred from the insurance provision (see Noie 11 above). This
reserve is for future insurance liabilities not covered by the provision.

Helicopter Reserves

Helicopter Reserve £88,200
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 2006/07.

Helicopter Debt Charges Reserve £95,300

A loan of £457,000 was taken out in 2003/04 for the purchase of the helicopier. 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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Note 18 Pensions Reserve {(FRS 17)

The pensions reserve (FRS 17) 2005/06 is shown in the Statement of Total Movements in
Reserves at note 20 on page 39. The actuarial gains identified as movements on the Pension
Reserve can be analysed into the following categories, measured as absolute amounts and as
percentage of assets or liabilities at 31 March. The SORP requires that comparisons be made

for the previous 3 years.

Local Government Pension Scheme Movement in Reserves :

Local Government Pension Scheme

2002103 l 2003/04 i 2004/05 i 2005/06

£000's % £000’s % £000's % £000's %
Differences between the {11,000) 30.8 5,562 11.8 2,121 3.8 10,320 14.1
expected and actual returns
on assets{% of assets)
Differences between 4,358 5.0 {3.010} 2.9
actuarial assumptions about
liabilities and actual
experience
Changes in the (17,863) 20.7 (5,490) 2.0
demographic, financial and
other assumptions used to
estimate liahilities
Total gain/{loss} (11,000} 5,562 {11,484) (2,180)

Potice Pensions Scheme Movement in Reserves
Police Pension Scheme
2002/03 | 2003/04 I 2004/05 [ 2005/08

£000's Yo £000’s %o EQO0’s % £000’s %
Differences bebtween 8120 1.7 {36,140) 5.3 (890) - {17,290} 1.5
actuarial assumptions about
liabilities and actual
experience
Changes in the {132,380} 18.7 (166,860) 19.0 {174,200} 8.0
demographic, financial and
other assumptiens used to
estimate liabilities
Total gainf{ioss) 8,120 {168,530} (167,850} (191,490}

Note 19 Eurco Costs

At this stage the Authorily have not eveluated potential costs that could be incurred in the

event of the UK converting to the Euro. No prevision is made in the accounts for 2005/06.

The current Financial system iniroduced in October 2002 incorporates accounting for the Euro

as part of its standard functionality.
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Cash Flow Statemeant

This consolidated siatement summarises the inflows and outflows of cash arising from
transactions with third partias for revenue and capital purposes

2004-05 Revenue Activities
£'000s
Expenditure
127,022 Cash paid to & on behalf of Employees
26,025 Other Operating costs
153,047
Income
(38,672) Council Tax Income
{13,109) Non Domestic rate income
(26,524) Revenue Support Grant
{73,947} Pelice and Other Govl Grants
{1,969} Cash rec'd for Gaods & Services
{556) Other revenue cash paymentsfincome
{154,777)
(1.730) Revenue Activities Net Cash Flow
Returns on Investiments and Servicing of Finance
Expanditure
508 Interest Paid
income
{1.503) Interest Received
Capitat Activities
Expenditure
6,538 Purchase of fixed assets
incorme
(3,531) Sala of fixed assets
{2,236) Capital Grants received
0 Other Capital Cash Income ! Payments
(5,767)
(1,954) Net cash (infiow})/ cutflow before financing
Management of Liquid Resources
2,360 Net increase/decrease in shor term deposits
Financing
Expenditure
477 Repayment of Loans
income
(873) New loans raised
(%) Loans repaid - long term deblors
(99} (increase}/ Decrease in cash
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2005-06
£000s

133,582

27,222

160,814

(40,933)
{15,860)
{25,905)
(79,045)
(3,087}
(1,846)

(166,676)

{5,862)

522

{1,817)

7.045

{1,058)
{2,882)
0

{3.940)

(4,052)

5,409

497

{975)
{18)

951




Notes to Cash flow Statement

Note 1 Reconciliation of Net Surplus to Cash Inflow from Revenue Activities

Authority Surplus
Contributions to reserves / other non-cash items
Decrease in stock
increase in revenue creditors
Increase in revenue debtors

Financing items shown later in Cash Flow Statement

Revenue Activities Net Cash Flow

Note 2 Movement in Financing

Long Term Borrowing
Creditors-borrowing repayable within one year

Deferred Liabilities
Long Term Debtors - loans repaid

Note 3 Movement in Liguid Resources

Temporary Investments

Note 4 Movement in Cash

Cash
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2005-08
£000 £000
6,885
(64)
(1,221)
1,053 (232)
(791)
5,862
As at As at
31/3/05 31/3/06 Movement
£000 £000 £000
{7.998) {8,518) {520)
(416} (455) {39}
(8,414) (8,973) (559)
{1,246} {1,165} 81
B4 36 {18)
{9,606} {10,162) {496)
As at As at
3113105 3113106 Movement
£000 £000¢ £000
31,194 36,693 5,499
As at As at
31/3105 31/3/06 Movement
£000 £000 £000
{1,055) {(2,006) {951)



Note 5 Movement in Other Current Assets

As at
31/3/06 Movement
£000 £000
363 64
6,103 (811)
(8,840} 491
{455) {39)

As at
31/3/05
£000
Stock 299
Debtors 6,914
Creditors and Other Lizabilities (9,340)
Short term borrewing (416)
{2,543)

(2,838) (205)

Note 6 Reconciliation of 2005-06 Movement in cash to the Movement in Debt

Decrease in cash per cash flow statement

Plus

Revenue Activities
Capitai Activities
Servicing of Debt

Movement in Net Debt
Management of Liguid Resources
Financing
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2005-06
£000 £000
951
5,862
(3,105)
1,205 4,052
5 003
5,499
(496)

5,003
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DEFINITIONS

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

Accruals
The concept that income and expenditure are recognised as they are earned or incurred, not as money
is receivad or paid.

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

Asset Management Revenue Account

This is a holding account introduced as a result of the new system of capital accounting which enables
authorities to ensure that the capital charges have a neutral impact on the amounts required to be
raised from local taxation.

Budget

A statement of the Authority's (financial} plans for a specific period of time. A budget is prepared and
approved by the Police Authority prior to the start of the financial year. The Authority's budget is
prepared on an out-tun basis which means that increases for pay and prices during the financial year
are contained within the total budget figure.

Capital Charge
A charge to the Revenue Account to reflect the cost of fixed assets consumed during the year.

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 Account

This account represents amounts set aside from revenue resources or capital receipts to finance
expenditure on fixed assets or for the repayment of external loans and certain other capital financing
transactions. It provides a balancing mechanism between the different rates at which assets are
depreciated under the SORP and are financed through the capital conirols system.

Capital Financing Requirement

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

Capital Receipts
Proceeds from the saie 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.

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

Contingency
The sum of money set aside to meet unforeseen expenditure.

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.
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Corporate and Democratic Core
Costs relating to the Authority's status as a muiti-functional, democratic organisation.

Creditors
Amounts owed by the Police Autharity for work done, goods received or services rendered which have
not been paid for by the end of the financial year.

Debtors
Sums of monay due to the Authority for work done or services supplied but not recelved at the end of
the financial year.

Deferred Charges
Deferred charges represent expenditure that may be capitalised but does not result in the creation of
tangible assets owned by the Authority.

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

Depreciation

The measure of the wearing oul, consumption, or other reduction in the useful economic life of a fixed
asset, whether arising from use, the passing of time or cbsolescence through technological or other
changes.

Financial Reguiations

A written code of procedures approved by the Authority and intended to provide a framework for the
proper financiai management of the Authority. The financial regulations are supported by detailed
financial instructions.

Fixed Assets - Tangible
Tangible assets that yield benefits to the Authority for a period of more than one year,

Fixed Assets - Intangibie

Under FRS 10 (Goodwill and Intangible Asseis), intangible assets are defined as 'non financial fixed
assets ihat do not have physical substance but are identifiable and are controlied by the entity through
custody or legal rights’, for example, software licences.

Fixed Asset Restatement Account
This represents principally the balance of the surpluses or deficits arising on the periodic revaluation
and disposal of fixed assets.

Formula Grant Distribution System

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

Government Grants Deferred Account
The balance of grants applied to the financing of fixed assets, awaiting amortisation to the Asse!
Management Revenue Account to match depreciation on relevant assets.

Leasing
A methad 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.
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(b) Operaling 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 amaunt which must be charged to the revenue account each year and set aside for
provision for credit liahilities, presently 4% of the capital financing requirement.

Non Distributed Costs
The cost of discretionary benefits awarded o employees retiring early.

Notional Interest
The element of the capital charge which reflects the amount of capital tied up in fixed assets.

Precept
The method by which the Police Authority obtains the income it requires frem council tax via the
appropriate authorities.

Provision
An amount set aside to provide for a lizbility which is likely to be incurred but the exact amount and the
date on which it wili arise is uncertain.

Prudential code

The Code developed by CIPFA that sets out a framework for self-regulation of capital spending, in
effect allowing authorities to invest in capital projects which best meet their service delivery objectives
as jong 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 {0 suppoert revenus or capital spending.

Standing Orders
The set of rules adopted by the Authority which enables the procedures by which the Authority should
conduct its business.

Supported Capital Expenditure
The amount of borrowing which is supporied by Central Government through the revenue funding
farmula.
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