DERBYSHIRE POLICE AUTHORITY
STATEMENT OF ACCOUNTS

2008/09



DERBYSHIRE POLICE AUTHORITY
STATEMENT OF ACCOUNTS
YEAR END 31 March 20092

CONTENTS
Page

Expianatory Foreword 2
Introduction by the Treasurer 4
Statement of Responsibilities for the Statement of Accounts 7
Chairman's Approval 8
Annual Governance Statement 8
External Audit Certificate 15
Statement of Accounting Policies 19
Income and Expenditure Account and Statement of Movement 24
on General Reserve

Capital Expenditure and Financing Statement 26
Statement of Total Recognised Gains and Losses 27
Balance Sheet 28
Cashflow Statement 29
Notes to Core Statements 30
Pension Fund Account and notes 56
Befinitions 58

Derbyshire Police Authority - Final Accounts 2008/09 1



EXPLANATORY FOREWORD

introduction

We have pleasure in presenting the Statement of Accounts for 2008/09 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 Paolice Authority.

Background
The Palice Authorlty incurs beth revenue and capitat expenditure.

Broadily the Income and Expendiiure account relates {o revenue expenditure and income in
respect of items consumed in the year. By far the largest element of the income and
Expenditure account is the Chief Constable’s operational budget, which relates to the cost of
day 1o day activities of the Police Service in Derbyshire. The revenue expenditure is funded
by Cenfra! Government Grants {Revenue Support Grant and Home Office Grant), and
National Non Domestic Rates {(NNDR i.e. Business Rates} which are distributed to Police
Authorities through the Formula Grant Bistribution system, plus Council Tax set by the
Authority. This can be suppiemented by alilising aceurmnulated balances.

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

The Police Authority invests its surplus cash in temporary invesiments and short term deposils
with a range of banks and financial institutions. As at the 31 March 2008 the balance of short
term investmenis amounted o £34.4m. This mainly reflects the Authorities level of general
and earmarked reserves as at the 31 March 2009. The intended use of these reserves is
detailed within the accounts,

The main changes to the 2008/09 accounts required by the 2008 Statement of Recommended
Practice (SORP) are:-

» introduction of new calegory ‘Revenue Expendilure Funded from Capital under
Statute’ for expenditure for capital purposes that does not meet the definition of fixed
assels.

New guidance on Joint Arrangements not Entities.

Changes to disclosures regarding FRS17 Relirement Benefils

Changes lo disciosures regarding Financial instruments

Cash flow statement removal of requirement for detailed breakdown of revenue cash
flows

. & ® »

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

« Inircduction by the Treasurer
- This provides a brief background to the Authority’s budget for 2008/09, the final
outturn position and an assessment of the Authority's financial prospests.

= Stalement of Accounting Policies
- The Statement of Accounting Policies, which supports the accounts, identifies the
accounting practices adopted in the preparation of the accounts. Other noles are
pravided 1o 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 2008.
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Where full compliance has not been achieved this is referred to in the
accompanying notes,

« |ncome and Expenditure Accournt

- The purpose of this account is lo give a summary of the resources generated
and consumead by the Force and Authorily in the year.

« Statement of the Movement on the General Reserve Balance
- This shows the reconciiation of how the balance of resources
generated/consumed in the year links in with statutory requirements for raising
council tax, taking into account the use of reserves built up in the past and
contributions to reserves earmarked for future expendiiure,

» Capital Expenditure and Financing Statement
- The Capital Expenditure and Financing Staternent shows how capital expenditure
inks to the Prudential Code and the movement in the Capital Financing
Requirement.

+ Balance Sheet
- This shows the Police Authority's financial position as at the 31st March 2009
and identifies the balances and reserves at the Authority's disposal at that date.

it also summarises the fixed and net current assets emgloyed in carrying out the
Authority's functions and its long-term liabilities.

» Stalement of Tolal Recognised Gains and Losses
- This demonstrates how the movement in net worth in the Balance Sheet relates
to the Income and Expendifure Accounts surplus/deficit and to other unrealised
gains and losses,

» Cashflow Statement
- This statement summarises the cash received and payments made by the
Authority arising from {ransactions with third parties for revenue and capital
purposes during 2008/09. The indirect method of cashflow reporting has been
used.

« Noles to Core Accounis

- This section provides notes to the core accounts prescribed by the Code of
Praclice,

+ Supplementary Account -~ Pension Fund Account
- The funding arrangements for the police officers pension scheme changed on 1
April 2006. Each individual Police Authority is required by legislation fo operate a
Pension Fund and the amounts that must be paid into and paid out of the
Pension Fund are specified by requlation. This account shows the transactions of
the Pension Fund.

« Definitign of Terms
- Wherever possible the use of technical phraseology has been avoided.
However, the Statement of Accounts does coniain seme local government and
acceunting terminociogy and a glossary is provided which aims to simplify and
explain such termingiogy.
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TREASURER’S INTRODUCTION

Background

Revenue Budget 2008/09

The Police Authority set a revenue budget for 2008/2008 of £157.2million, an increase of 3.73% over
2007/08. Funding of £157.2million set out in the accounts, is the total of central govemnment formuia
funding, being Police Specific Grant, National Non-Domestic Rates (NNDR) and Revenue Support
Grant (RSG} of £108.2m, and Council Tax of £48.0m. in addition £8.3m funding was received from tha
Home Office to cover the pensions deficit,

The National Funding Formula for allocaling resources to the Police Service block showed that
Derbyshire Police Authority needed central government formufa funding of £114.7m in 2008/2009;
however funding of £5.556m was held back o resource minimum increases for some other police
authorilies.

Notwithstanding the continued financial pressures resuiting from the general world wide economic
downturn, the authosily delivered its commitmant fo invest £1.3m on additional resources {o address
iderdified risks, carried out in such a way that £3.2m of risk was reduced, However, unmet risk is still at
an unprecedented level of £5.4m. The authority continues to suffer under funding of £5m through the
grant funding formula, but has been able to demonsirate exceplional use of Hs resources, validated by
a score af 4 from the Audit Commission, under the Police Use of Resources methodology.

The consequential Councll Tax for an average band D dweliing increased by 4.6% to £148.44,
compared with £141.91 in 2007/08, an increase of 12.5p a wesk.

Performance against 2008/09 Revenue Budget

When compared to the total funding available from Councll Tax and Ceniral Government grant the
Police Authority incusred a small averspend of £0.081m for the year. [n addition, amounts tetalling
£0.301m were identified as being needed to be camied forward to pay for commitments falling in
2008/10. When this is taken into account the overal overspend was £0.382m, equivalent to 0,24% of
the total budget.

- The overspend was partly a result of specific operational circumstances occurring during the year
During November 2008 seven serious major incidents including 3 murders/attempted murders occurred
within the county, One of the murders was directly related to the existence of significant levels of crime
gang aclivity within the city of Derby. The Constabulary has set up a dedicated unit of officers to
address this problem and {he associated threats from gun-related crime. Dealing proactively with this
issue and investigating the numerous major incidents were main causes of gverspending in the
foliowing areas: Police Officer Overtime (£0.201m), Forensic Science Service costs (£0.158m) and
other exiernal investigative services (£0.130m). The overspend on overiime was parily ofiset by the use
of specific funding set aside within the Operational Priorifies Reserve (£0.120m).

The Police Authority was also affecled by the severe global economic downtum. The reduction of the
Bank of England's Base Inlerest Rate to 0.5% - the lowest level in its history — and the general
uncertainty about the finance sector caused a £8.147m shortfall in investment income against target.

From Oclober 2008 the Authority was required to enter into new contracts for its Gas and Electricity
supply, the price increases being 39% and 68% respectively, These unprecedented increases were
significantly beyond the amounts provided for within the Authority’s Pay & Price Contingency and
having to contain them caused a heavy strain within the overall budget. Although vehicie fusi prices
stabilised in the [atter part of the year, the sharp rises experenced in the summer of 2008 alsc
impacted on the Authorily's resources,

Cther areas of overspending were: Professional services employed to support Capital Development
projects (£0.134m), costs of Police Uniforms (£6.058m) and the costs of officers borrowed from other
forees {£0.075m)

These overspendings were able 1o be largely offset by underspendings in a number of other areas,
notably Police Staff Salades (£0.311m) due to vacancy lavels over and above the 2% budgeted for and
the implementation of departmental reviews; additional general income (£0.108m) and contributions fo
Parinerships (£0.046m)
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Although the overall overspend was relatively small, the cultum position is indicalive of the more
difficult financial circumstances that lie ahead. These anticipated circumstances arise from the growing
risks and threats faced by the Constabulary — such as from tegensm and organised Crime Groups -
and the reduced financial setliements for local govemment which have been signalled by both major
political partles. in addition revenue expenditure in 2008/02 was supported by net contributions from
Reserves lotalling £2.415m These contribulions were either planned within the budget or were the
ulifisation of amounts set aside for specific issues. Using reserves in one year means that thay are not
available for future years, which reduces the Authority’s resilience against fulure demands. The
Authority’s robust financial planning process means thal it is relatively well prepared to meet the
chaillenges that lie ahead,

Revenue Expenditure 2008/09

The required breakdown of the Authority's expenditure is part of the government's Best Value
Accounling Code of Practice {(BVACCOP} requirements for local government. The aim is for there to be
the greatest possible consislency and comparability in financial information published by Police
Authaorities across England & Wales.

Changes to the Accounts in 2008/09 regarding Joist arangements, Revenue Expenditure Funded from
Capital under Statule and losses on disposals has meant that the 2007/08 Accounts have been
restaled (see page 24 for more detail).

The Income and Expenditure account is in a format to bring the accounts into fine with commercial and
other seclors. The Income and Expenditure Account shows a deficif of £68.5m in 2008/05 compared to
a restated figure of £66.8m in 2007/08. This mainly reflects the increase in the costs of the pension
accounts future benefits, However, this account excludes any actuarial gains where the acluary
censiders that there may have been a reduction in the Authorities pension labilities, These gains total
some £138.7m. Gains and Losses are brought fogeather in the Statement of Tolal Recognised Gains
and Losses which show a net gain of £70.2m.

The Statement of Movement on the General Reserve Balance reconcifes the income and Expenditure
Account to the Statutory Requirementis for raising council tax. This shows contributions totalling £2.8m
from a number of earmarked reserves (see reconciling note 1o Statement of Movement on the General
Reserve Balance), This includes £0.3m transferred from East Midlands Special Operaions Unit
(EMSOU) Reserves, The intended use of these Reserves is detailed within the accounts. The level of
the Authoerity's General Reserve has been mainizined at £3m in 2008/08. Earmarked Reserves amount
to £21.324m.

The Inceme and Expenditure account for 2008/09 continues in #s twin format. Tha 'subjective’ format,
which shows expenditure, split between Employess, Premises costs, Transport costs, and 0 on; and
the ‘objective’ format for the Police Sesrvice which BVACOP states shouid only show the one police
service line.

Capital Expenditure 2008/09

Capital expendilure in the year was E£10.13m {£6.89m in 2007/08), financed by a mixiure of capital
grant, conlribulions from revenue, reserves and capital receipts (This includes revenue expenditure
funded from capital under statute but excludes EMSOU capital expenditure).

Capital expenditure can be analysed as foliows:-

Ern
Central Contact Management Centre 208
A Block/Old Hali Refurbishment 6.55
Closing the Risk Gap {Accommodation/IT/equipment) 047
Qther Building works 0.87
East Midiands Counter Terrorism Inteliigence Unit 1.22
Office Automation 0.49
Other IT and communications .90
Replacement Vehicles 1.55
Moblle Data Units 1.10
Equipment G.B0
Total 10,43
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Borrowing

The Authority borrows money to fund some capital investment. As at 31 March 2009, the Authority's
Capital Finance Requirement was £10.325m. The Authority is operating within its limits set with regard
to the CIPFA Prudential Code for Capital Finance.

The Prudential Code was approved and implemented on 1 Apdl 2004 and from this date the Authority
was given greater flexibility to borrow as long as the cos!s of borrowing could be afforded through the
revenue budgst,

The policy on borrowing is set out In the Councit's Treasury Management Practices and annuzlly in
February, the Treasury Management and investment Strategy is approved by the Police Authority. This
was also updated in Pecember to reflact changes to the counterpariias the Authority could invest with,

No new loans have been taken out In 2008/08 due lo the present economic climate.

Pensions
The Authority participates in two pension schemes: -

+ the Local Government Pension Scheme {LGPS) for the Authority’s police staff is a defined benefit
scheme. | is a funded scheme which is administered by Derbyshire County Council. Pensions and
other relirement benefts, based on final salaries, are paid from the fund. Employers and employees
make regular contibutions into the fund so that the liabiliies are paid for evenly over the
employment period. Acluariat valualions of the fund are underiaken every three years to determine
the contribution rates needed to meet its liabilities

» the Police Pension Scheme for police officers is an unfunded single employer defined benefit
scheme. This means it provides pensions and other retirement benefits for employees based on
final salaries but there are no investment assets bullt up to meet the pensions liabilities. Employers
and officers contributions are paid inlo a pensions account from which pension payments are made.
This is increased as necessary by the Home Office if the contributions are insufficient to mest the
cost of pensions payments. Any surplus will be recouped by the Home Office. Contribution rates are
assessed every three years by the Govemnmaent Actuary's Dapariment.

impact of Financial Reporting Standards (FRS)

FR317 Relirement Benefits

The Accounts for 2008/09 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 Income and Expenditure Account for movements in the
Hability relating 1o the employee pension schemes in which the Authorily participates (with reconciling
entries in the Sialement of Mavement on the Generat Reserve back to the true cost of pensions for
purposes of grant and local laxation).

FRS17 notes are also included on pages 37 to 42 of the accounts.

FRS25, 26 and 29 Financial Instruments

With effect from 2007/08, the Statement of Accounts provides additional reporting disclosures refating
‘o Financial Instruments. The detall relating to Financial Instruments has been kept to the minimum, as
a number of ihe suggested reporting requirements are not relevant to the transactions of this Authority.
The information included in the noles to the Accounts helps users to evaluate the significance of
financial instruments for the Authority's financial position and performance and also the nature and
risks arising from financial instruments to which the Authority was exposed and how the Authaority
manages those risks.

Helen Boffy
Treasurer

Date: June 2009
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STATEMENT OF RESPONSIBILITIES FOR
THE STATEMENT OF ACCOUNTS

The Authority's Responsibiiities

The Autherity is required: -

io 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 to the Derbyshire Police Authority;

to manage ils affairs to secure economic, efficient and effeclive use of resources and
safeguard its assets; and

to approve the statemenl of accounts

The Treasurer's Responsibilities

The Treasurer is responsible for the preparation of the Authority's Siatement of Accounis
which, in terms of the CIPFA/LASACC Cade of Practice on Local Authority Accounting in the
United Kingdom ("ihe Code of Practice”} requires him to present fairly the financial position of
the Authority at 31 March 2009 and #is income and expenditure for the year ended 31 March
2009.

In preparing this Statement of Accounts the Treasurer has: -

-

selected suitable accounting policies and then applied tham consistently;
made judgements and estimates that are reasonable and prudent; and
complied with the Code of Practice.

The Treasurer has also: -

kept proper accounting records which were up to date; and
taken reasonabie steps for the prevention and detection of fraud and cther irreguiarities.

I TREASURER'S CERTIFICATE

§ | certify that the Statement of Accounts presents fairly the financial position of the
| Berbyshire Police Authority as at 31 March 2009, and that in all material respects
police grant has been applied to the purposes intended by Parliament,

Helen Boffy
g Treasurer
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STATEMENT OF ACCOUNTS 2008/09

CHAIRMAN'S APPROVAL

I certify that the Statement of Accounts 2008/09 have been approved by the Financs,
Administration and Resources Commitiee on the 30 June 2009 in accordance with
section 3 of the Accounts and Audit Regulations 2003.

Dated 8@”@6“0? .....

Glenys Goucher
Finance, Administration and Resources Commitiee Chairman
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ANNUAL STATEMENT OF ACCOUNTS 2008/09

ANNUAL GOVERNANCE STATEMENT 2008/09

Position as at 31 March 2009 including plans for the financial year 2009/10

INTRODUCTION

1. Derbyshire Police Authorty approved and adopted a Code of Comporate Governance atits mestingon 28
May 2009 which is consistent with the principles of the CIPFA/SOLACE Framework: Delivering Good
Governance in Local Governmenf. A copy can be obtained from the Chief Execulive, Derbyshire Police
Authority, Bulterley Hali, Ripley, Derbyshire, DES 3RS. [t is also available on the Authority website
wwey.derbyshire.police ul/policeauthority

2, This statement explains how the Authority has complied with the code and also meets the requirements of
Regutation 4{2] of the Accounts and Audit (Amendment) (England} Regulations 2006 in relation to the publication
of a statement on internal conlrol.

SCOPE AND RESPONSIBILITY

3. Dertyshire Police Authorily and the Chief Constable are responsibie for ensuring that business is conducted in
accordance with the law and proper standards, that public money is safeguarded and properly accounted for, and
used economically, efficiently and effectively.

4. Derbyshire Police Authority is responsible under the Police Act 1996 to secure an efficient and effactive police
force for Derbyshire. The Police Authority also has a duly under the Local Govemment Act 1938 to amange to
secure continuous impravement in the way in which ils functions are exercised, having regards to a combination
of economy, efficiency and effectiveness.

5. in discharging this overall responsibility, Derbyshire Police Authorily is also responsible for putling in place
proper arangements for the govemance of ifs affairs and facilitating the exercise of ils functions, which includes
ensuring a sound system of interal control is mainiained through the year and that arrangements are in place for
the management of risk.

THE PURPOSE OF THE GOVERNANCE FRAMEWORK

6. The governance framework has been in place at Derbyshire Police Authority for the year ending 31* March
2008 and is up to the datle of the approval of the Statement of Accounts 2008/09.

7. The governance framework comprises the systems and processes, and culture and values, by which the
Authority is directed and controlled, and its activities through which it accounis to and engages with the
community. It enables the Authorily to monitor the achievement of iis strategic objectives and to consider
whether these objectives have led to the delivery of appropriate, cost-effective services, including achieving valua
for money.

B. The system of internal control is 2 significant part of that framework and is designed to manage risk ta a
reasonable and foreseeable level. It cannot eliminate ali risk of failure o achieve policies, aims and objeciives; it
can therefore only provide reasonable and not absolute assurance of effectiveness. The system of intemal
control is based on an ongoing process designed o ientify and prioritise the risks to the achievement of the
Authaerily’s policies, aims and objectives, fo evaluale the likelihoed of those risks being realised and tha impact
should they be reslised, and to manage them effectively, efficiently and economically.

9. Although the Chief Conslable is responsible for operational policing matters, the direction and control of police
personnet and for pulling in place proper asrangements for the govemance of the Force, the Authority is required
to hold him/her to account for the exercise of those functicns and those of the persons under histher direction and
condrol. i therefore foliows that the Authority must satisfy ilself that the Force has appropriate mechanisms in
place for the maintenance of good govermnance, and that these operate in practice.
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THE INTERNAL CONTROL ENVIRONMENT

10. The following documents establish the policies, aims and objactives at a high level

The Policing Plan reflecting local and nationat priorities
The Authorily's Business Plan

The Medium Term Financial Plan

Sirategic Risk Registers (Force and Authority)

The Authority's Code of Corporate Governance

11. These documents and other strategies, which incorporate best practice, demonstraie that the Authority
operates a good system of intemal control and is detailed further in the following key elements of the internal
Control environment.

12. The Internal Control environment supporis the Police Authority in establishing, implementing and monitoring
policies and abjeclives. The Police Authorily, in consultation with the Chief Constable, approves the annual
policing objectives linked to the three-year Strategic Policing Pian, the Medium Term Financia! Plan and the Risk
Registers. The Policing Plan takes into account the views of local parinerships, the local community and fully
supports the direclion set by Government in the National Policing Pian. These objectives are used to direct
resources and manage aclivily and risk. Priorities for Derbyshire Police Authority for 2008/09 were: -

a. National Priorities

* Increase Public Confidence — particularly through the roli out of the National Policing Pledge
and the introduction of a single performance measure based on public confidence in policing.

= Reduce gverall crime — serious violence (particularly invelving the use of guns, knives, gangs
and sexual offences) and anti-social behaviour

= Criminal Justice — working in partnership to deliver more effective, transparent and responsive
system to viclims

*  Work Jointly — to increase capacily and address serious organised crime and other protective
services

=  Counter Terrorism — and viclent extremism

* Improve use of Resources - delivering real efficiency savings by more effective deployment
of the workforce and realising the benefits of new technology.

b. Logal Priorities
* Neighbourhood Policing — to minimise community harm.
»  Maintain iow levels of Acquisitive Crime — to minimise volurme crime.

* Reduce Violent Crime — o reduce threats from major ciime and dangerous offenders,
particularly towards vuinerable people.

»  Maintain high detection rates — lo minimise volume erime.

* Terrorism and Serfous Organised Crime - to deal with organised crime and the ciminality of
those involved in terrorism or extremism.

»  Public Confidence and Satisfaction — {0 ensure conlinued trust in the organisation.

»  Manage our resources efficlently and effectlvely — o sustain organisational performance.

13. The activities of the Force are further governed by the vision, corporate values, principles and behaviours that
have been agreed by Derbyshire Palice Authority and the Forcs.
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14. The Police Authority receives regular reports from the Chief Constable, Chief Executive and the Treasurer on
the implementation of these objeclives, financial management and emerging issues. This is supplemented by a
range of policies and processes to support the operation of the Authorily, including schemes of delegation to
officers, standing orders relating to the business of the Authority, and a code of conduct for members.

18. The financial management of the Police Authorily is integrated with and influenced by many of the above
processes, and includes processes for forward planning of expenditure and resources; budget consultation,
setting and monitoring; and completion of final accounts, ail aimed to be accurate, informative and timely. The
Police Authority also has in place financial regulations designed to support sound financial management policies
and procedures, and adherence thergsto, and to reflect the Police Authority’s current political and management
structure and business activilies.

16. In order o ensure compliance with policies, procedures and statutory requirements, the Police Authority has
a range of controls and processes in place, as set oul below. These processes also assist the Authority to
ensure the economical, effective and efficient use of resources, and to secure continuous improvement in
exercising its funclions, providing for an effective performance management and reporting process.

17. Members of the Authority sit on groups at aff levels within the Force and the Force reguiarly provides the
Authorily with information on performance, finance and risk management. There are direct links baiween the
Force Project Boards and the Authority Panels, including the fact that Members from the Panel sit on the Board
that mos! closely links with that Paned.

18. The Corporate Governance Committee of the Police Authorily is specifically charged with overseeing the
corporate governance process. | reviews the full Annual Governance Statement and recommends an abridged
version to the Finance Administration and Resources Commiltee for inclusion in the annual Statement of
Accounts. Also as pant of the years end process. An annual report for @ach commiltes is prepared which
includes a review of the Committee Action Plan to delerming a year-end position.

REVIEW OF THE CODE OF CORPORATE GOVERNANCE 2008/09

18. In adopting its Cede the Authority underiook to demonsirate compliance with the  principles  of corporate
governance in each of the six dimensions of its business:

a, Focusing on the purpose of the authority and on outcomes for the community and creating
and implementing a vision for the iocal area.

b. Members and officers working together to achieve a common purpese with clearly defined
functions and roles.

¢. Promoting values for the authority and demonsiraling the values of good governance
through uphelding high standards of conduct and hehaviour,

d. Taking informed and %ansparent decisions which are subject to effective scrstiny and
managing risk.

. Developing the capacity and capability of members and officers to be effective.

f. Engaging with local people and other stakeholders 1o ensure rabust public accountability,
20. Attached at Appendix 1 to the report to the Compoerate Governance Committee of 12 June 2009 is a review of
these six areas with FOAS comment as to how these have been achieved. This review evaluales how well the

Autharity has met its own code in 2008/08, provides an update on delivery of improvements from 2007/08, and
idenlifies what areas of work will be reviewed or improved upon in 2009/10.

BELIVERING THE GOVERNANCE FRAMEWORK

21. The Authority and Force are comimitted fo maintaining an efeclive govemnance framework,

22. the Corporate Governance Committee is responsible for all audit matters and receives reports on the full
range of audit and inspection activity underiaken across the Authority and Force. This provides effective
reassurance that governance arrangements are working effectively.

23. External tnspection aclivity includes HM inspeciorate of Constabulary and the Audit Commission, who have

appointed the District Audit service as the Authority’s external auditors, RSM Bentley Jennison provides the
internat audit service.
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24. The Standards Committee is respensible for promoting and maintaining high standards of conduct of Police
Authority members by monitoring compliance with the Members’ Code of Conduct.

25. The Professional Standards Panel oversees officer and employes standards across the Force as a whole and
is supported by an effeclive Professional Standards Depariment. The Force has expanded this department in
recent years with the creation of an anti-corruption unit. This demonstrates great commitment to maintaining high
professional standards within the Forca,

26, The Performance Monitoring and Targeting Panel has been established to enhance the role of Police
Authority members in sefling performance largels and monitoring delivery against those targels. A dedicated
performance management officer has been recruited in 2008 and supports this function

27. The Force has made a significant commitment to risk managament via the Strategic Risk Managemaent Group
and through its Sirategic Risk Assessment. Over the Iast year it has sought to bring togelher the assessment of
crganisationatl and operational risks. This process has engaged Police Authority Members and pariners as well
as senior force officers, This work is integral to setting service and financial priorities for the Force,

POLICE AUTHORITY INSPECTIONS

28. In November 2008, Derhyshire Police Authority was selected to assist the Audit Commission and HMIC as
the first pilot authority to undergo Police Authority inspaction, An internal report (not publicly availabie) has
assisied the Authorily in galning assurance that its activities are comprehensive and robust. An action plan
{again internal at present} is being populated to deliver improvements.

28. The inspection framework is expected to begin in September 2008, with authority inspections taking place
over the following 18 maonths. Formal inspection for Derbyshire Police Authority will take place in 2010711,

REVIEW OF EFFECTIVENESS OF INTERNAL CONTROL

36. The Derbyshire Police Authority has responsiility for conducting, at least annuaily, the review of the
effectiveness of the system of intemal control. The review of effecliveness of the system of internat control is
informed by the work of the internal auditors and the managers within the Force and Authority who have
responsibility for the development and mainienance of the intemal control environment. it is alse informed by the
comments received from external auditors, inspectorates and other agencies.

31. There are a number of ongoing processes, which review effectiveness from severat different perspactives,
and these are explained at Appendix 2 to the report lo the Corperate Govemnance Committee of 12 June 2008,

32. Management Assurance slatements ware provided to the Treasurer and Chief Executive by individual Senior
Officers, Directors, Heads of Deparment and Business Managers to provide confirmation on the status of the
internat control environment within their areas of responsibility. Action plans are in place, monitored by the
Caorporate Govemance Committee, where areas need atiention.

33. The Management Assurance Stalemenls established that all Senior Officers, Directors and Heads of
Depariment were confident that all significant intemal control matters brought te their attention had been dealt
with and no such matlers remained unreselved. This process includes the Business Managers who have specific
delegations in relation to managing resources.

34. internal Audit also provide assurance statements for each audit they camy out during the year, being either
Substantive, Adequate, or Limited.

35. The Intemnal Audit Annual Assurance Siatement opinion regarding the adequacy and effectiveness of the
arrangements for govemnance, risk management and control is classified as GREEN,

386. In addilion o the above formai review, assurance is provided throughout the year through:

The framework of reguiar management information.

Internal audit reviews and pragrass reports.,

Performance monitoring arrangements,

The role of the Professionat Standards Department.

Reviews by external agencies such as the Audit Commission and HMIC.
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SIGNIFICANT INTERNAL CONTROL ISSUES

37. Significant Internal Control Issues from 2007/08— There were no significant control issues identified and
reporied in the Slatement of Accounts for 2007/08.

38. Significant Internal Control Issues from 2008/08 — There were no significant control issues identified
during the year, At the time of wiiting, the annual accounts for 2008/09 have not yet been audited. There are no

known post halance sheet events. The system of Intemnal Control is considered te have operated adequately in
2008108,

SUMMARY

39, in 2008/2009 the new Audit providers for both internal and external audit services have provided both an
opportunity and a challenge to the organisation, and in respect of the service provided by the Internal audit
provider, the Corporale Govemnance Commitiee has expressed its satisfaction at the improved level of reporiing
and assurance that has been provided.
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We propose over the coming year to take steps to address the above matters
to further enhance our governance arrangements. We are satisfied that these
step will address the need for improvements that were identified in our review
of effectiveness and will monitor their implementation and operation as part of
our next annual review,

Signed on behalf of Derbyshire Police Authority:

Mick Creedon ({/U (j( Gefﬁg

Chief Constable Derbyshire Police
Dat
TS Jure 2009

Simon C Bate ORE {/

Chief Executive to the Derbyshire Police Authority
Date
IS Jone 2009

Janet Birkin 48&/9

Chairman te the Derbyshire Police Authority
Date '

1Y Jond 2009
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Indapendent auditor’s report to the Membeirs of Darbyshire Police
Authority

Opinion on the financial statements

i have audited the accounting statements, the police pension fund
accounting statements and related notes of Derbyshire Police Authority for
the year ended 31 March 2008 under the Audit Commission Act 1998.

The accounting statements comprise the Income and Expenditure
Account, Statement of Movement on the General Fund Balance,
Statement of Total Recognised Gains and Losses, Balance Sheet, Cash
Flow Statement and the related notes.

The police pension fund accounting statements comprise the Fund
Account, the Net Assets Statement and the related notes. The financial
statements and police pension fund accounting statements have been
prepared under the accounting policies set out within them.

This report is made solely to the members of Derbyshire Police Authority
in accordance with Part H of the Audit Commission Act 19988 and for no
other purpose, as set out in paragraph 48 of the Statement of
Responsibilities of Auditors and of Audited Bodies prepared by the Audit
Commission.

Resnective responsibilities of the Treasurer and auditor

The Treasurer's responsibilities for preparing the financial statements,
including the police pension fund accounting statements, in accerdance
with applicable laws and regulations and the Code of Practice on Local
Authority Accounting in the United Kingdom 2008 are set out in the
Statement of Responsibilities.

My responsibility is to audit the accounting statements in accordance with
relevant legal and regulatory requirements and International Standards on
Auditing (UK and ireland). -

i report to you my opinion as to whether the accounting statements, the
police pension fund accounting statements and related notes present
fairly, in accordance with applicable laws-and regulations and the Code of
Practice on Local Authority Accounting in the United Kingdom 2008:

= the financial position of the Authority andﬂits income and expenditure
for the year; and

» the financial transactions of s police pensicn fund during the year and
the amount and disposition of the fund’s assets and liabilities, other
than labilities to pay pensions and other benefits after the end of the
scheme year,
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| review whether the governance statement reflects compliance with
‘Delivering Good Governance in Local Government: A Framework’
published by CIPFA/SOLACE in June 2007. | report if it does not comply
with proper practices specified by CIPFA/SOLACE or if the statemeni is
misieading or inconsisient with other information | am aware of from my
audit of the financial statements. | am not required to consider, nor have |
considered, whether the governance statement covers all risks and
controls. Neither am [ required {o form an opinion on the effectiveness of
the Authority's corporate governance procedures or its risk and control
procedures.

| read other information published with the accounting siatements, the
police pension fund accounting statements and related notes and consider
whether it is consistent with the audited accounting statements, the police
pension fund accouniing statements and related notes. This other
information comprises the kxplanatory Foreword. | consider the
implications for my report if | become aware of any apparent
misstatements or material inconsistencies with the accounting statements,
the police pension fund accounting statements and related notes. My
responsibilities do not extend to any other information.

Basis of audit opinion

| conducted my 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 fo the amounts and disclosures in the accounting
statements, the police pension fund accounting statemenis and related
notes. it also includes an assessment of the significant estimates and
judgments made by the Authority in the preparation of the accounting
statements, the police pension fund accounting statements and related
notes, and of whether the accounting policies are appropriate io the
Authority’s circumstances, consistently applied and adequately disclosed.

| planned and performed my audit so as {o obtain all the information and
explanations which | considered necessary in order o provide me with
sufficient evidence to give reasonable assurance that the accounting
statements, the police pension fund accounting statements and related
notes are free from material misstatement, whether caused by fraud or
other irregularity or error. In forming my opinion | alsc evaluated the
overali adequacy of the preseniation of information in the accounting
stgt\ements, the police pension fund accounting statements and related
notes.
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Opinion
in my opinion:

The accounting statements and relaied notes present fairly, in accordance
with applicable laws and reguiations and the Code of Practice on Local
Authority Accounting in the United Kingdom 2008, the financial position of
the Authority as at 31 March 2008 and its income and expenditure for the
year then ended; and

The police pension fund accounting statements present fairly, in
accordance with the Code of Practice on Local Authority Accounting in the
United Kingdom 2008, the financial fransactions of the police pension fund
during the year ended 31 March 2009 and the amount and disposition of
the fund’s assets and liabilities as at 31 March 2008, other than liabilities
to pay pensions and other benefits after the end of the scheme year.

Conclusion on arrangemenis Tor securing economy, efficiency and
effectivenass in the use of resources

Authority's Responsibilities

The Authority is responsible for putting in place proper arrangements o
secure economy, efficiency and effectiveness in its use of resources, to
ensure proper sfewardship and govemance and regularly to review the
adequacy and effectiveness of these arrangements.

Audiior's Responsibilities

I am required by the Audit Commission Act 1998 to be satisfied that
proper arrangements have been made by the Authority for securing
economy, efficiency and effectiveness in ifs use of resources. The Code of
Audit Practice issued by the Audit Commission requires me to report to
you my conclusion in relation to proper arrangements, having regard to
relevant criteria specified by the Audit Commission for police authorities. |
report if significant matiers have come to my attention which prevent me
from concluding that the Authority has made such proper arrangements. |
am not required to consider, nor have | considered, whether all aspecis of
the Authority's arrangements for securing economy, efficiency and
effectiveness in its use of resources are operating effectively.

Conclusion

I have undertaken my audit in accordance with the Code of Audit Practice
and having regard to the criteria for police authorities specified by the
Audit Commission and published in December 2008, | am satisfied that, in
ail 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.
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| certify that | have compieted the audit of the accounis in accordance with
the requirements of the Audit Commission Act 1998 and the Code of Audit
Practice issued by the Audit Commission.

X Groc

John Cornett
District Auditor

Rivermead House
Lewis Court
Grove Park
Enderby
Leicestershire
LE19 18U

29 September 2009
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STATEMENT OF ACCOUNTING POLICIES

General Principles

The Police Authonity's accounts have been prepared in accordance with the accounling principles
contained within the Code of Practice on Locat Authority Accounting in the United Kingdom 2008 issued
by the Chariered Institute of Public Finance & Accountancy (CIPFA) and the Statement of
Recommended Practice (SORP) on the applicalion of Financial Reporting Standards (FRS's). Unless
othenwise indicated the accounting practices adhere to the fundamental concep!s contained in FRS18.

Bebtors & Creditors

The accounts have 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 inciuded in the accounts
where the cash had not actually been received or paid during the year. income has only been included
in the accounts when it can be realised with reasonable certainty.

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

a) the authorily has a present obligation {Jegal or constructive) as a result of a past event;
b) it is more likely than not that money will be needed to settie the obligation; and
c) @ reliable eslimate can be made of the amount of the obligation.

Details of provisions held at 31° March 2008 are shown in Note 31 to the accounts.

Reserves & Balances

in accordance with the Code of Praclice the Police Authority's reserves are analysed between those
reserves which are ‘earmarked’ for specific purposes and those reserves which are available fo
generally support the budget. The intended use of ‘earmarked' reserves is shown in Note 37 to the
accounts.

Certain reserves/accounts are kept to manage the accounting processes for tangible assets (Capital
Adjustment Account, Revaluation Reserve) and retirement benefits (Pensions Raserve FRS17). These
do not represent usable resources for the Authority.

Overheads and Support Services
The costs of overheads and support services are charged to those that benefit from the supply or
service in accordance with the costing principles of the CIPFA Best Value Accounting Code of Practice
2008, The full cost of overheads and support services are shared between users in proportion to the
benefits recelved, with the exception of;

« Corporate and Democratic Core — cosis selating to the authorily’s stalus as a democratic
organisation,

= Non Distributed Costs — the cost of discrelionary benefits awarded to employees retiring eary.

These two cost calegories are accounted for as separale headings in the Income and Expenditure
Account (Objeclive Analysis), as Net Cost of Sarvices.

Government Grants & Contributions

Whelher paid on account, hy instalments or in amrears, Government Grants and third party contributions
and donations are recognised as income at the date that the authority salisfies the conditions of
entifement to the grant/centribution and there is reasonable assurance that the monies will be received.

Revenue grants are credited lo the Income and Expendilure Account in the same period as the
expenditure to which they relate. Grants to cover general expendilure (eg Revanue Support Grant) are
credited to the foot of the income and Expenditure Account after Net Operating Expenditure.

Capital grants and contributions are alsc accounted for on an accruals basis. Where the acquisition of
fixed assets is financed wholly or partly by a Government Grant or other contribution the amount of
grant or contribution is credited initially to the Government grants deferred account and raleased to
Income and Expenditure Account 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 thay are received.
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Pensjons
The Authority participales in 2 different pension schemes;

a} Police Officers
This scheme is unfunded. This means # provides pensions and other refirement benefits for

employees based on final salaries but there are no invesiment assets built up to meet the
pensions liabilities.

The funding arrangements for the police officers pension scheme changed on 1 April 20086,
Before April 2006 each Police Authorily was responsible for paying the pensions of iis former
employees on a “pay as you go” basis. From April 2006 there is a new employer's contribution
instead (currently 24.2% of pensionable salary) which is charged to the income and
Expenditure Account.

Each individual Police Authority is required by legislation to operate a Pension Fund Account
and the amounts that must be paid into and paid out of the Pension Furd are specified by
regulation. This account is shown on page 56. Officer’s contributions and the new employer’s
contribution are paid into the pensiens account from which pension payments are then made,
This will be topped up as necessary by the Home Gffice if the conlributions are insufficient to
meet the cost of pensions payments. Any surplus will be recouped by the Home Office. Injury
awards and it health relirements will continug to be paid from the Authorily's income and
Expenditure Account.

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

b} Other Empioyees

Clher employees, subject lo certain qualifying criteria, are eligible o join the Local
Govemment Pension Scheme administered by Derbyshire County Council. It is a funded
scheme. Pensions and other relirement benefits, based on final salaries, are paid from the
fund. Employers and employees make reguiar contribufions into the fund so that the liabilities
are paid for evenly over the employment perod. Acluarial valuations of the fund are
undertaken every thrae years to determine the contributions rates needed to maet its liabilities,

The Accounts shaw the full implementation of FRS17 on Refirement Benefils. The main effect of this is
the recognition of the net Hability and a pensions reserve in the balance sheet and entries in the Income
and Expenditure Account for movements in the liability relating to the employee pension schemes in
which the Authority participates (with recongiling enlsies in the Stajement of Mavement on the General
Reserve Balance back to the frue cost of pensions for the pusposes of grant and facal taxation).

The Discount Rate for Defined Benefit Pension Scheme Liabilities is based on the ‘currant rate of retum
on a high quality corporale bond of equivalent cumrency and term to the scheme liabilities’, which is
often referred to as AA Corporate Bond Rate.

Assels in the Local Government Pension scheme are included in the Balance Sheet at their fair value,
Under the 2008 SORP the Authority has adapled the amendmant to FRS 17, Relirement benefits. Asa
resull, quoted securities held as assets in the defined benefit pension scheme are now valued at bid
price rather than mid-market value in 2008/08. The Authority has not restated balances for previous
yeats, this is permitted for 2004/05 and 2005/08 under FRS17 {as revised). For 2006/07 and 2007/08
the difference in the valuation is immaterial and as such the balances have not been restated.

Notes on Pensions are included on pages 37 to 42 of the accounis.

Value Added Tax (VAT)

Income and expendilure exciudes any amounts related to VAT, as all VAT coliected is payable {o HM
Revenue and Customs and all VAT paid is recoverable from them.

Fixed Assets - Intangible

Expendilure on assets that do not have physical substance but are identifiable and controlled by the
Authority {eg software licences), are capitalised when it will bring benafits to the Authority for more than
one financial year, The balance is amortised to the revenue account over the economic life of the
investment to refiect the pattern of consumption of benefils. Amortisalion, as with depreciation,
commences in the financial year following that in which they are received. Intangible asseis are
capitalised st cost.
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Fixed Assets - Tangible

Expenditure on the acquisition, creation or enhancement of tangible fixed assets is capilalised on an
accruals basis, provided thal it yields benefits to the Authority and the services it provides are for more
than one financiat year.

Land, operational properies and other operational assels 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 et Existing Use Value. Specialised Assets, where
there is no parlicular market or demand for their specific use, are valued at Depreciated Replacement
Cost (DRC),

Non operational assels and assets surplus to requirements are inciuded in the balance sheset at net
realisable value. These assets are valued at Market Value, Polica 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 properiies are those assets held for disposal.
Assets under construclion are aiso classed as non operational assets, these are held in the bajance
sheet at historical cost until compieied, whereupon they will be valued and inciuded in the balance
sheet as operational asseis.

Ne allowance in the valuation is made for any costs of sale or any liahility for taxation, including VAT,
which may arise upon a disposal,

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

Furniture is included in the 2ccounts at 5% of the operalionat buildings value.

Fixed Assets Revaluation

Assels included in the balance sheet al current value are revalued where there have been material
changes in the value, but as a minimum every five years. Increases in valuations are maiched by
credits 1o the Revalualion Reserve to recognise unrealised gains. Exceptionally, gains might be
crediled to the income and Expenditure Account where they arise from the raversal of an impairmsant
oss previeusly charged to a service revenue account.

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

Where an impairment loss is charged to the Income and Expendilure Account but there were
accumulated revaluation gains in the Revaluation Reserve for that asset, an amount up lo the value of
the loss is transferred from the Revaluation Reserve to the Capital Adjustment Account.

For Dispesals, any revaluation gains in the Revaluation Reserve are transferred io the Capital
Adjustment Account.

Revaluation gains are also depreciated, with an amount equal to the difference between current value
depreciation charged on assels and the deprecialion that would have been chargeable based on their
histerical cost being transferred each year from the Revaluation Reserve to the Capilal Adjustmant
Account.

Revaluation decreases will only be permitted {o be wiitten off to the Revaluation Reserve where there is
a balance on the reserve, in relation to the specific asset, against which the decrease can be applied.
Where there is no such balance, or the decrease exceeds the balance, the difference must be charged
le the Income and Expenditure account. These impairments are reversed out through the Statement of
Movement on the General Reserve Balance.

A full vatuation of assets will take piace in 2009/10.

Capital Receipts

Capital receipts from the disposal of assels are treated in accordance with the provisions of the Local
Authorities (Capital Finance and Accounting} Reguiations 2003, Amounts in excess of £10,000
recetved from dispasals are crediled to the Usable Capital Receipts reserve, which can be used to
finance new capital investment or set aside to reduce the Autherity's borrowing.

Derbyshire Police Authority - Final Accounts 2008/09 2%



When an asset is disposed of or decommissioned, the value of the asset In the balance sheet is writlen
off {o the Capital Adjustment Account and in some cases the Revalualion Reserve if there were any
revaivation gains associated with the asset.

Depreciation
The Depreciation policy of the Authority s such that a charge is made for all fixed assets which have a
finite useful life. Depreciation is calcuiated on a straight-line basis as follows:-

L.and Wil
Vehicles Over the life of the asset (3-10 years)

iT/Communications Equipment Qver the life of the asset {(3-10 vears} Majority of assels
are 5 or 7 years

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

Non Operationzl Buildings Nil

Surplus properties Nit

Assets under Construction Nil

It is the Authority's policy not to charge depreciation In the year of acquisilion but a full year's charge is
made in the year of dispesal. Depreciation is charged to the Income and expenditure account and is
reversed out through the Statement of Movement on the Genaral Reserve Balance.

Charges to Revenue for Fixed Assets
The Income and Expenditure account is debited with the following amounts to recerd the real cost of
holding fixed assets during the year: -

» depreciation attributable to the assets used;

+ impairment losses atifbulable to the clear consumplion of economic benefits on fangible fixed
assets used by the service and other loses where there are no accumulated gains in the
Revaluation Reserve against which they can be wiilten off;

= amortisation of intangibie fixed assets.

The Authority is not required to raise councll tax to cover depreciation, impairment (osses or
amortisations. However, it is required to make an annual provision from revenue to contribute towards
the reduction in its overall borrowing requirament (Minimum Revenue Provision (MRP)). Authorities are
requirgd to prepare an annual statement of their policy on making MRP, in accordance with statutory
guidance this should be calculated on 2 prudent basis. Four oplions were presented, for 2008/09
Supported Capital Expenditurs, Derbyshire used Option 2, based on the Capital Financing Requirement
at 4% of the opening balance. Depreciation, impairment losses and amorlisations are therefore
replaced by revenue provision in the Stalement of Movement on the General Reserve Balance, by way
of an adjusting transaction with the Capital Adjusiment Account for the difference betwean the two.

As well as MRP, the Authority also made an additional voluntary repayment of £176k in 2008/09.

Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under stalutory provisions but does not
result in the creation of fixed assets has been charged as expenditure to the Income and Expenditure
account in the year. Where the Authority has determined to meet the cost of this expenditure from
exisling capilat resources or by borrowing, a transfer o the Capital Adjustment Account then reverses
out the amounts charged in the Statement of Movement on the General Fund Balance so there is no
impact on the level of council tax.

L.easing Charges
The Autherily holds various assets under operating leases/ hire purchase agreements. The annual

rentals are charged to revenue. The value of assets and related liability for future rentat are not shown
i the Balance sheet.
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Financial Liabilities and Financial Assets

Financial liabilites are inilially measured at fair value and carded at their amorised cost. Annual
charges to the Income and Expenditure Account for interest payable are based on the carrying amount
of the Eability, multiplied by the effective rate of interest for the instrument. For most of the borrowings
that the Authesily has, this means that the amount presented in the Batance Sheet is the outstanding
principat repayable and interest charged to the Income and Expenditure Account is the amount payable
for the year in the loan agreement.

Financial assels are classified into two types: -
+ loans and receivables - assets that have fixed or determinable paymenis but are not quoted in
an aclive market
+ available-for-szle assels — assets that have a guoted market price andfor do not have fixed or
determinable payments.

Derbyshire Police Authority only has financial assels based on the first category of loans and
receivables.

Loans and receivables are initizlly measured at fair value and camied at their amonised cost. Annual
credils to the Income and Expenditure Accaunt for interest receivable are based on the camying amount
of the asset mulliplied by the effective rate of interest for the instrument. For mest of the loans that the
Authority has made, this means that the amount presented in the Balance Shee! is the ouistanding
principal receivable and interest credited to the Income and Expenditure Account is the amount
recetvable for the year in the loan agreement,

Stocks & Stores

A central store for uniform and stationery and printing materials exisis at Police HQ. Values included in
the accounts in respect of the ilems held at the financial year end are shown in the accounis at the
fawer of cos! or net realisable vaiue.

Comparison with Previous Years

The 2008/09 Statement of Accounts reflects the financial position of Derbyshire Police Autherity. To
assist the reader the financial statements provide a comparison with the 2007/08 accounts, which have
been restated to take account of changes in accounting policies in 2008/09.

Private Finance Initiative {(PFI)

The Authority has entered into two PF| arrangements, likeston Police Station and £ Divisional HQ at
Derby. The first affected the accounts from 1998/99, the second from 2000/01. Bath have a continuing
commiiment 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
Autharity. The revenue commitment is given in a note to the Accounts,

Under international Financial Reporling Standards (IFRS), the status of PF) Schemes will be reviewed
to see if the assels have to be included in the balance shest. This affects the Accounts from 2008/190
but 2068/08 accounts will have to be reslated if the Assels are required to be included in the balance
sheel.

North Midland Helicopter Support Unit (NMHSU)

The NMHSU is based at Derbyshire's Police Headquarters, The accounis for the NMHSU are included
as part of Derbyshire’s accounts. The unit is 8 consartium funded on a 50:50 spiit basis by Derbyshire
& Nottinghamshire forces. This spiit 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
Notiinghamshire Force is made quarterdy in arrears.

The assets of NMHSU have also been split betwaen the two forces. The helicopter and hangar assels
have been inciuded in the balance sheet (fixed asseis) as 50% owned by Derbyshire Police.

East Midlands Special QOperations Unit (EMSOLU)

Derbyshire is part of a joint arrangement with tha East Midiand forces for special operations. EMSOU
was formed on the 1 January 2003 and is responsibie for undertaking special operations across
Leiceslershire, Nottinghamshire, Derbyshire, Lincolnshire and Northamplonshire. Leicestershire acls
as lead Authority. Derbyshire make an annual coniribution to the unit which for 2008/09 was £462,000.
The accounts include a share of the assets, liabilities, income, expenditure and cash flows of EMSGU
{Derbyshires’ share is 22% based on the current resourcing modet for the unit), 2008/09 is the first year
that a share of the incoma and expendilure is included in the accounts as such the 2007/08 accounis
have been restaled.
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Restotement of 2007/08

Changes to he accounts in 2008/02 has required the 2007/08 accounts to ba reslated. The changes are:-

- under the SORP aach participant in Joint Arangements has 10 account separataly for its own transactions arsing within
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the agreement including assets, iabifiies, income, expenditure and cash lows. The East Midiands Special Operations Unit

is a Joint Arrangement, the income and expendilure account for 2008/08 includes a 223 share of the income and expendilure

of EMSOLL As such the Income and Expenditure for 2G07/08 has been rastaled for EMS0L. Tha Statement of Tolal Recognisad
Gains and Losses has also been restalad o reflect the movement from EMSOU reserves, therefore having a neutral affect on
the Accounts. Changes have also been made to the Cash Flow Stalement and 8alance Sheet,

- the 2008/0% SORP Introduces 3 new category 'Revenue Expenditure Funded From Capital Under Statute’. This Is expendilure

which fegislation classifies as capital, although it does not result in the creation of a fixed asset eg expendilure on property

not awnad by the autharty. The purpase of this is io enabla # 1o be funded from capilal resources, rather than to have an impact

an that year's council lax, Revenue Expendilure Funded From Capilal Under Statute has to be charged to the Income and

Expenditure Account. This i5 then reversed (hrough the Statement of Movement on tha Gengral Raserve Balante by a transfer

te the Capitsl Adjustment Account. In 2007/08 this expendilure was treated as an impalrmen! go (his has been reclassified as
Revenue Expenditure Funded From Capital Under Stalute. i the expanditure is funded from Capilal Grant, this has to be lreated

85 a Hevenve Grant and reversed through the Statemant of Movement an the General Roserve Balance by a transfer to the Capital
Adjustment Account. In 2007/08 this was treated as Governmen! Grants Deferred Amortisation.

- Losses on disposal of fixed assels now intludes disposals of vehicles undar £10,000,

Dertiyshire Palice Authority - Final Accounts 2008/09
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Restated
Actuat
Expenditure
2007108
E£'000

164,155
1,151
1,404

166,718

42
b
s
52
i)

358
{2,794}
59,562

224,509

{ 4,289}
{ 62,057}
{6,042}
{37471
{15.748)

Re-stated
200108
£'086

68,M2

{86,112
g
2000

Dorbyshirn Police Authority
Ingpmy & Exponditure Account for Year Ended 31 March 2009

Dbicctive Analysis

Folice Sendces
Corporote and Democratic Come
Hon Distributed Costs

Mot Cost of Services

Loss on tho disposat of fized assets
Levies to national police sendces
« Police Natiana Computer

Secondad Officers
{Surplusnsydalicits on trading undertakings nat Included

in Net Cost of Bendcas
nterest poyabis and simitar charges
nierest & Investment insama
Pensian interest cost and expecied refum on pensions assels

Not Operating Expendilure

Ravenun Suppor Grant
Palice Grany

Hame office grant payahle lowands tho cast of mtimment benelits
Man domastis e income
Precepts

BEFICIT FOR THE YEAR

Statement of Movemont on the General Resarvs Balanco

Deficit for the year on the Income & Expendilure Account

Het addifignal amaunt required by statute and non-statuiory
prmper pragtices to be debiled or credited 1o the Ganeral Reserve
Balunes for the year

Becrmasafincreaso in Generat Resarve Balanca for the Year
Genorl Reserve Balance brounht forwand

Genemt Reserve Balonce camied farwarg

Derbyshire Pobice Autharily - Fingl Accqunts 2008/09

{Nata 16b)

{Nota 26)
{Hota 26)
{Note 158}

{Hota 162)

{Note 1}

Gross
Expenditurp
2038108

2900
154,508

1,233
19

Gross Kot
Incamp  Expeondilure
200809 200805

£'900 £000
{ 25,841) 165,755

123
34 19

192,846

{25.84%) 167,005
55

422
(1

!

725
{2,553)
8,303
233,360
( 5,590)
{ 63.422)
{ 8.252)

{ 40.151)
{ 48,080)

20608109
E£U0D

68,475

{ 68,475}
0
3,840
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Capital Expenditure and Financing Statement
Re-stated 2008108
280718
£'000 £'000
17,558 Qpening Capital Flnancing Roguiromant 14,938
Capital Investment
5,417 Operatianal assals 7.28%
229 Nor-aperationa! assals 2,085
A8t Intangible assels 386
5,137 Total asset related expenditure 9,740
456 Revenue Expenditure Funded from Capital under Statule 393
6,993 Tatal Cagital Investment 10,133
Sources of finance
{674) Capitat receipts (1%}
{1,597} Govemment Grants and Conlrbutions {6,260}
{B56) Ravenue Expendityre Funded from Capitat undar Statule grant financing {323)
(3.185) Revenug Provision {NB: includes MRP} {4,083}
10,939 Cioslag Copital Financlng Requiroment 10,325
Explanation of movements in the yoar
381 Decrease in underlying need 1o borrew (supportad by Governmenl {614}
financial assistance)
- [ncrease in underlying need o barow (unsupperted by Govemnment -
financial assistance)
381 Increase in Capital Financing Requivemont {614)

The Statement above excludes EMSOU eapendilure.

Darbyshire Police Authorily - Final Accounts 2008/09
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Statement of Total Recognised Gains and Losses

This stalement brings together all the gains and iosses of the Authority for the year and shows the
aggregate increase or decrease in its net worth, In addition to the surplus or deficit generated on
the Income and Expenditure Account, it includes gains and losses relating to the revaluation of
fixed assels and re-measurement of the net liability to cover the cost of retirement benefits.

Restated
2007/08 2008/09
£'060 £'000
66,8912 Deficit for year on Income and Expenditure Account 68,475
{299) Gain arising on revaluation of Fixed Assels {10}
(183,922) Actuarial Gains on pension fund assetsfliabilities {138,670)
(33) Any other Gains and Losses {(29)
{117,342} Total Recognised Gains (70,234)

27
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Restatad
As at
31/03/08

£'006

1.262

35,658
1,859
37.557
38,819
3
8,822

40,332
1,378
328
12,102
54,145

{618
{ 12.253)
{ 857}

{ 2.558}
{ 16,391)

37,154

76,576

{ B.403)
[ 923)
{ 636}
(5.215)
{7,756)

{ 1,002,547}

{ 1,026,500

{ 849,524}

0

22,664

0

3.000

521

26,138

{ 1.002.547}

{ 849.,924)

Derhyshire Police Authority

Balance Sheet

Fixed Assetls
Intangible Fixed Assels

Tangible Fixed Assels
Operational Assets
Non Operational Assels
Tolal Tangible Asseis
Total Fixed Assets
Long Term Debtors
TOTAL LONG TERM ASSETS

Current Assets

Femporary lnvestments

Cash

Slocks & Siores

Deblors  (includes payments in advancs)

Current Liabilities

Short Term Borrowing (PWLB & Doferred Liabiities under 1yr)

Creditors  (includes racsipts In advance)
Other liabilities
Cash Overdrawn

NET CURRENT ASSETS
TOTAL ASSETS

Long Term Liabilities

Long Term Bomrowing

Deferred Liabilities

Insurance Provisions

Govemment Grants - Deferred Accoun!
Government Grants Unapplied
Pensions Liability (FRS17)

TOTAL ASSETS LESS LIABILITIES

Financed By:

Revaluation Reserve

Capital Adjustment Account
tisable Capital Receipts Reserve
Generat Reserves / Balances
Earmarked Reserves {(EMSOU)
Earmarked Reserves

Pansions Reserve (FRS17)

TOTAL NET WORTH

Derbyshire Police Authority - Final Accounis 2008/69

Notas

(18)

(20} - (21}

(24}

(25)

(25

{23
{ 36}

{25
{25
(31
( 35}

{176}

(3%
{ 34
{35
(4G
{40}

{37, 4G, 41}

(17}

As at
30308

£'009

1,187

41,303
42,490

42,490

34,426
1.024
285
12,255
48,001

{ 580}
{ 13.468)
{970}

( 2,460)
{17,416}

3p,585

73,475

{ 8,303}
{842}

{ 1.076)

{ 8,855)

{ 5,543)

{ 927,546}

({ 852,765}

{879,680}

10
23,300

0

3,000
222
21,324

{ 927,546)

{ 879,680)
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Cash Flow Statement

This consolidated statement summarises the inflows and outflows of cash arising
from transactions with third parties for revenue and capital purposes.

Rostated
2007/08 2008/09
£'800s Notes £'000s
{2,501) Revenue Activities Net Cash Flow {42) 1,277
Returns on Investments and Servicing of Finance
Cash cutflows
548 interest Paid 560
Cash inflows
{2,619) Interest Received {2,440)
Capital Activities
Cash outflows
5,260 Purchase of fixed assets 8,959
Cash inflows
(659) Sale of fixed assets (8)
(3,432} Capital Grants received {2,791}
0 Other Capital Cash Income / Payments 0
(4,081) (2,799)
{3,403) Net cash {(inflow)/ outflow before financing 5,548
Management of Liguid Resources
3,708 Net increase/{decrease} in short term deposits { 44) {5,913}
Financing
Cash outflows
504 Repayment of Loans {43) 614
Cash inflows
{975) New loans raised Y
(19) Loans repaid - long term deblors {43} (3}
(85} (Increase}/Decrease in cash ( 45} 246

Derbyshire Police Autharity - Final Accounts 2008/09
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Notes to the Accounts

Note 1 Reconciling Items for the Statement of Movement on General Reserve Balance

The Statement below reconciles items for the Statement of Movement on the General Reserve

Balance,
Re-
stated
2807/08 2008/09
£008 £000
Amounts included in the Income & Expenditure Account but
required by statute to be excluded when determining the
Movement on the General Reserve Balance for the year
(307} Amortisation of intangible fixed assets {441)
(5,043} Depreciation and impairment of fixed assels {5,477)
898 Govemment Grants Deferred Amorlisation 2630
856 Revenue Expenditure Funded from Capital under Statute financing 393
{1,024} Revenue Expenditure Funded from Capital under Statute (626)
{133} Netloss on sale of fixed assets (2114}
(95,858) Net charges made for retirement benefits in accordance with FR517 {95942}
(100,814) {99,674}
Amounis not Included in the Income & Expenditure Account but
required to be included by statute when determining the
Movement on the General Reserve Balance for the year
422 Minimum Revenue Provision for capital financing 438
1,078 Capital expenditure charged in-year o the General Fund Balance 1,108
Employer's contributions payable to the pensions account and
22,544 retirement benefiis payabie direct to pensioners 24,0140
Additionat contribution to the pension fund to balance the deficit on
8,032 the fund account (met by Home Ofiice grant) 8.262
30,677 33,818
Transfers to or from the General Reserve Balance that are
required to be taken into account when determining the
Movement on the General Reserve Balance for the year
172 Voluntary Revenue Provision for capital financing 176
3453 Nettransfer to or from earmarked reserves (2,7958)
3,625 (2,619)
Net additional amount requlred to be credited to the General
{66,012) Reserve balance for the year {68,475)

Note 2 Minimum Revenue Provision

The Local Authorities (Capitai Finance and Accounting} Reguiations 2003 requires ihe
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). Authorilies are
required {o prepare an annual slatement of their policy on making MRP, in accordance with
statuiory guidance this should be calculated on a prudent basis. In 2008/09 MRP has bgen
calculated by applying specific percentage rates {currently 4%) to the authorty's Capital
Financing Requirement at the beginning of the year. In 2008/09 the MRP is £437,559
{£422,323 in 2007/08),

Note 3 Members’ Remuneration

Berbyshire Police Authority - Final Accounts 2008/00

From 2008/08 the SORP requires all remuneration paid to members lo be disclosed not just
that formaily described as allowances, The total of members' remuneration paid in 2008/09
(including employers Ni) was £274,544. The eguivalent in 2007/08 was £251,700. A iist of
individual payments is available for public inspection.
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Note 4

Note §

Note 6

Publicity

Set out below, under the requirements of Seclion 5(1) of the Local Govemnment Act 1988, is
the Authority's expenditure on publicity. These cosis relate to external publicity only, and do
not include any spend on internal costs.

2007/08 2008/09
Actual Expenditure Actual Expenditure
£'000 £0860
Recruitment Advertising 13 114
Cther advertising 83 67
TOTAL 254 181

L.ocal Authority Goods & Services Act 1970

Under the Local Authority Goods & Services Act 1970 the Authority received £38,853 income
in relation to the provision of training to other public bodies. (£134,231 in 2007/08)

Operating Leases

Egquipment

The SORP requires that where hire purchase confracts bear the characteristics of an operating
lease they should be accounted for in the same way as operating feases and disclosed in the
Accounts. The Authority has a contract for Hired Photocopiers which was effective from
December 2004 for five years. In 2008/09 £52,515 was spent on rental payments {£61,774 in
2007/08). The Authority also makes rental payments for Livescan units (an electronic system
for taking fingerprnts), this was originally piloted at Ripiay custody unit but has now been
rolied out across the Force under a five year contract. In 2008/09 £105.000 was spent on
rental payments (£72,657 in 2007/08).

As at 31° March 2009, outstanding commitments in respect of Equipment leases were: -

£'000
Within 12 months 140
Beaiween 2 and § years 105

Land and Byildings

The Authority leases a number of buildings, which have been accounted for as an aperaling
lease. In 2008/09 £524,841 was paid for the lease of land and buildings {£451,439 in
2007/08). The majority of these ieases are less than £10,000 per annum.

As at 31° March 2009, outstanding commitments in respect of property leases were: -

£'000
Within 12 months 520
Between 2 and 5 years 1,748
Mare than 5 years 2,668

Authority as | essor

The Authority acts as lessor for 8 number of offices and rent raceived for these propedties in
2008/09 was £13,593 (£24,859 in 2007/08). A further £124,388 was received for mast rental
(£118,147 in 2007/08).

Derbyshire Police Authority - Finat Accounts 2008/00 3



Note 7 PFI Commitments

The Authority has two Private Finance intiative (PFI} project agreements:-

On 23 December 1997 an agreement for the provision of a new serviced police station at
flkeston was signed. The estimated capital vaiue of this scheme was £3million. The
arrangement is for 30 years from October 1898 untii September 2028. The building was
occupiad from October 1988 when payments commenced. The amount paid in 2008/08 was
£438,823 (£427,811 in 2007/08). Future payments will be linked to the movement in inflation.

The {uture payments required under the llkeston PF1 agreement (excluding inflation) are:

£'080
200810 449
20102011 1o 2014/2015 2,248
20152016 to 2019/2020 2,246
202042021 to 2024/2025 2,246
2025/2026 to September 2028 1,572

The Authority receives a Special Grant towards the financing of tha #ikeston PFI scheme. A
grant of £348,190 was received in 2008/08, The difference in grants received and actual
payments plus current value of savings on the original station (£60,977}, plus a contribution of
£9,300 plus interes! in the year has been transferred to the ifkeston PFI Reserve. This reserve
is to fund future PFI payments and enables the net cosis to be spread evanly over the confract
pericd.

On 26 February 1999 an agreement for the provision of a2 new fully serviced Divisional
Headquarters and City Section Station at Derby was signed. The estimated capilal value of
this scheme was £16.4million, The arangement is for 30 years from 18 December 2000 until
17 December 2030, The building was occupied from 18 December 2000 when payments
commenced. The amount paid in 2008/08 was £3,237,948 (£3,148,573 in 2007/08). Fulure
payments wili be linked {o the movement in inflation and elements of the fee will be
benchmarked every five years, The first benchmarking exercise was carried out in 2G07/08.

The future payments required under the Derby PF] agreement (excluding infiation) are:

£000
20082010 3,378
2010/2011 to 2014/2018 16,890
2015/2016 to 2019/2020 16,880
202012021 to 2024/2025 16,850
2025/2026 to 2028/202% 16,890
1o December 2030 2,407

The Authority receives a Special Grant towards the financing of the Derby PFi scheme. A
grant of £2,386,586 was received in 2008/09, The difference in grants received and actual
payments plus current vaiue of savings on the original Full Street headquariers (£215,448),
plus a contribution of £468,000 plus interest has been transferred to the Derby PFl Reserve.
This reserve is to fund future PF} payments and enables the net cosls to be spread evenly
over the conlract pariod.

For both schemes, the method of payment for grants 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,

Note 8 Officers Emoluments

A requirement of the 2003 Accounts and Audit Regulations is that the number of employees
and officers whose remuneration, was £50,000 or more in bands of £16,000 is disclosed. The
data for number of employees in 2007/08 has been nelted down to exclude employee pension
contributions. These are included in the banding for 2008/08, hence the significant increase in
aumbers,
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Remuneration Band No. Of Employees No. Of Employees

. 2007/08 2008709
£50,000 - £59,999 80 164
£60,000 - £69,999 19 23
£70,000 - £79,998 12 9
£80,000 - £89,908 2 10
£80,000 - £89,500 1 0

£100,000-£109,999 1 3

£110,000-£119,999 ) 0

£120,000-£129,999 1 1

£130,000-£139,999 0 0

£140,000-£149,999 0 1

TOTAL 96 211

Note 9 Special and Specific Revenue Grants

Income from fees and charges of £25,842k in 2008/09 included Special and Specific Grants
fram central govemment fofzlling £20,781K. These were as foliows: -

GRANTS 20077198 2008169
Restated
2000 £'000
DCLG Grants
Private Finance Initiative - llkeston 348 348
Private Finance Initiative — Derby 2,387 2,387
2,735 2,735

Home Office Grants
Crime Fighting Fund —~ Additional Officers 4,544 4,545
Additional Rule 2 Grant 2,293 2,567
Neighbourhood Policing Grant 3,712 3,628
East Midlands Counter-Terrorism Inteliigence Unit 1,536 3,582
Safety Camera Project and Road Safety 1,200 1,271
BCU Funding 791 615
Loan Charges Grant 2 5
Police National Case Preparation/Custody 7 a7
System/Corporate Database/IMPACT
Police Standards Unit Grant 18 0
Grant towards specific operations 153 145
Foathall Palicing Initiative 35 40
Special Branch — Prison intelligence Officer 53 29
Specizls Co-ordinator 60 3
Financial investigation Doctrine Pilot 305 185
initial Police Leaming & Davelopment Programme Grant * 387 0
Security Grant 123 151
Business Crime Prevention Service 0 84
Confiscation of alcohsl 0 132
Prevent funding Q 09
Other Home Office Granis 123 204

15,342 17,362
Criminal Justice Grants
Criminal Justice Board & No Witness Ne Justice 253 233
TOTAL 18,330 20,330
Regional Grants - EMSOU 1,260 451
Total 19,590 20,781

* From 2008/0% this grant has been put together with the Additional Rule 2 Grant lo give Police
Autharilies more control over how it is used.

Derbyshire Police Authority - Final Accaunts 2008/09 33



Note 10 Gifts and Sponsorship

The Police & Magistrates Courl Act 1984 permits the Police Authority to accept gilts of money,
and gifts ar leans of other property. This can supplement Policing Activities, [n accordance
with the Financial Management Code of Practice a Register of such items is maintained, In
2008/08 the amount 'gifted’ to the Force under this scheme was £480 compared to £13,680 for

2007/08,

Note 11 East Midlands Special Operations Unit (EMSOU)

The East Midiands Special Operations Unit {EMSOU) was formed on the 1 January 2003 and
is responsible for undertaking special cperations across Nottinghamshire, Leicestershire,
Derbyshire, Lincoinshire and Northamptonshire, Leicestershire act as the lead authority.

Derbyshire contributes 22% to the net revenue budget of the EMSOU, this is included in the
Forces Income and Expenditure Account. The contribution in 2008/2009 was £462,000.

The following table show the accounts for the Joint Arrangements together with the balances
aliribulable 10 Derbyshire.

31 March 2008 31 March 2008
EMSOU | Derbyshire | Income and Expenditure EMSOU Derbyshire
Potice Account Police
£'080 £000 £'G00 £000
2,188 484 | Employees’ Expenses 2,260 497
129 2% { Premises 601 132
356 78 | Transport 299 66
1,278 281 | Supplies and Services 1,674 368
974 214 | Capilal Charges 1,335 294
4,536 1,086 | Gross Operating 6,169 1,357
Expenditure
-384 -87 | Gther Income -596 ~131
9 2 | Profit and loss on disposal of 1 0
Fixed Assals
4,551 1,001 | Net Operating Expendliure 5,574 1,228
Financed by:~
-1,1499 -263 | Contributions from Partners -2,100 -462
-5,728 ~1,260 | External Grants -2,050 ~451
2,374 -522 | (Surplus}/ Deficit for the 1424 313
year

Derbyshire Police Authority - Final Accounts 2008/09
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Note 12 Air Support Unit

The North Midlands Heticopter Support Unit (NMHSU) is based at Derbyshire's Police
Headguarters. The unit is 2 consortium funded on a 50:50 split basis by Derbyshire &
Nottinghamshire forces. This is based on a set number of fying hours by each Force. in
2008/08 and 2007/08 the Nottinghamshire force exceeded this set number of hours and under
NMHSU poticy was required to pay more. This is reflected in the accounts, The Derbyshire
contributios for 2008/08 amountad to £584,342.

North Midiantds Helicopter Suppont Unit Statement of Accounts

£'000 £'q00
2007/08 Expenditure 2008/09

14 Employee Related Expenditure 14

3z Premises 29

565 Transport Related Expenses 714

304 Supplies & Services a33

131 Capital Financing Costs 128

1,046 1,215
Less income

- Sponsorship -

63 Other 24

83 24

983 Net Expenditure 1,181

Funded By:

490 Derbyshire Constabulary 585

483 Naottinghamshire Constabutary 806

883 1,191

Note 13 Local Area Agreement

The Authority is a participant in a Local Area Agreement (LAA) - a parinership with other
public bodies, business sector and voluplary groups involving the sharing of resources {o
ensure the capacily to deliver jointly agreed objectives for the people of Derbyshire. In
2008/09 the LAA completed the first year of its second three year agreement,

The purpose of the LAA is:

To form an agreement between Pariners and Government (represented by the Government
Office for the East Midlands (GOEM)) through effective arrangements to identify risks and to
establish an agreed set of priorties in consuitation with the communities of Derbyshire, in
accordance with the City and County Community Safety Siralegies;

To agree with GOEM specific outcomes and targets that will be successfully achieved each
year for the three years of the agreement; to improve the effectiveness and efficiency of
partnership working with a particular focus on the vuinerable, reducing inequalities and
barriers to achievement overseen by the new Comprehensive Area Assessment.

The LAA pariners are:

Locat Government bodies (Derbyshire County Council, Derbyshire City Council, the 3 District
Councils and 4 Borough Councils).

Community Protection Authorities (Derbyshire Police Authority, Derbyshire Constabulary,
Berbyshire Fire and Rescue, Derbyshire County Councit Probation Service),

Health, Leaming and Voluniary Bodies.

Derbyshire County Council acts as the accountabie body for the LAA,
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Note 14 Related Party Transactions

In accordance with the requirement of Financial Repoding Standard 8, the Authority is
required to disclose details of any material ransactions with bodies or individuals who have
the potential to control or influence the Authority, and those who could potentially be
controlied, or influenced by the Authority.

Chief Officers and Members have no related party iransactions.

The Authority has business relationships with Centrai Government and a number of other
public organisations such as Derbyshire County Council and Derby City Council.

Payments Receipts
£'000 £'000

Central Government

Revenue Suppod Grant NNDR, Police 117,425

Grant and Pension Grant

Other Gavernment Grant * 20,781
t.ocal Authority Precepts

Precepts and surpluses 48,080
Local Authorities

Desbyshire District Councit 1,754 166

Derby City Council 502 174

* Datails of government granis received can be found in Noie 0 o the Accounts,

Note 15 External Audit Fees

In 2008/02 external audit Is camied out by the Audit Commission, under the Audit
Commission's Code of Audit Practice in accordance with section 5 of the Audit Commission
Act 1948,

The Audit Fee for 2008/09 was £78,700 (£80,680 in 2007/08). Detailed below: -

2007108 2008109
£000 £1000
Use of Resources a8 32
Financial Statementis 43 46
81 78
OCther audit work 0 1
TOTAL B1 78
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Note 16 Accounting for Pension Costs (a)

As part of the terms and conditions of employment of its officers and othar employees, the
Authority offers retirement benefits. Although these benefits will not actually be payable until
employees relire, the Authority has 2 commilment {o make payments which needs to be
disclosed at the time that employees eamn their future entifernent.

The Authority padicipates in two pension schemes: -

+ The Local Government Pension Scheme (LGPS) for the Authority's police 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 employees make regular contributions inte the fund so that
the liabilities are paid for evenly over the employment period. Actuarial valuations of the
fund are undertaken every three years to determine the contribution rates needed to meat
its liabililes. The 2008/09 employer contribution of £5,170k representing 16.1% of gross
pay was based on & valuation undertaken at 1 April 2007. This is in line with pension
c0sis necessary to be provided in accordance with FRS17 “Retirement Benefils”,

In addition o contributions to the Pension fund the Police Authority is responsible for
compensation payments in the form of “added years™ awarded on premature retirement.
In 2008/09 these amounied to £33k

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

» The Police Pension Scheme for police officers is an unfunded single employer defined
benefit scheme. This means it provides pensions and other retirement benefits for
employees based on final salaries but there are no investment assets built up lo meet the
pensions liabilities. Two schemes are operaied. The 1987 Police Pension Scheme is
based on a maximum pensionable service of 30 years, whilst the 2006 New Police
Pension Scheme (effective for police officers commencing from Aprl 2008 onwards) is
based on a maximum pensionable service of 35 years.

From Apsil 2008 the method of financing Police Officers pensions changed. A new
Pensions Account was set up from Aprii 2006. Officers contributions and & new
employer's contribution are paid into the pensions account from which pension payments
are made. This will be topped up as necessary by the Home Office if the contributions are
insufiicient to meet the cost of pensions payments. Any surplus will be recouped by the
Home Office. In 2008/29 a Top up grant of £8,262k was received from the Home Office.
In 2008/G9, employers’ contributions amounted to £16,932k, representing 24.2% of
pensionable salary. The contribution rate will be kept under review by the Home Qffice.
The rate from 1 April 2009 is 24,2% which will be reviewed by the Government Actuary's
Department on 1 Aprl 2010, In addifion, a payment into the Pensions Fund Account to
reimburse the costs of benefits becoming payable early due to #l-health retirement must
be made by the Authority. in 2008/08, a payment of £354k was made. Injury awards and
Hl health relirzements amounted to £1,520k and these wili continue to be paid from the
Authority's Income and Expendilure Account. The Pensions Fund Account is shown on
page 56.
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Transactions relating to retirement benefits (b}

Under FRS 17 we recognise the cost of retirement beneafits in the Net Cost of Services when
they are eamed by employees, rather than when the benefits are eventually paid as pensions.
However, the charge we are required fo make against council fax is based on the cash
payabie in the year, so the real cost of relirement benefits is reversed out in the Stalement of
Movement in the General Reserve Balance. The following fransactions have been made in the
Income and Expenditure Account and the Statement of Movement on the Generai Reserve
Balance during the year: -

l.ocal Government
Pension Scheme Police Pension Scheme
£10040 £'004%
2007108 2008100 2007108 2008/09

Net Cost of Services

= current service cost * 4,253 5,500 30,640 22,120

» past service cost/cuniaiimenls 1,234 19 170 ¥}

Net Operating Expenditure

+ Inlerest cost 5,052 7.578 59,170 66,490

=«  Expecled relum on assels In the {5,560) (5,765) - -
scheme

Net Charge {o the income and 5,879 7.332 £9,880 88,610

Expenditure Account

Staternent of Movement in the

General Reserve Balance

« Reversal of net charges made 5,878 7,332 88,980 88,610
for  retirement benefits in
geeordance with FRS17

Aclual amount charged against the

Generat Reserve Bajance for

pensions in the year

+ Employers’ coniributions payable 4,469 5,203 18,075 18,806
to scheme plus added years

+ Retirement benefits payable to - - - -
pensioners

“For the LGPS the cument service cost is within the Police Staff Pay and Allowances figure on
page 24,

In addition to the recognised gains and losses included in the income and Expenditure
Account, actuarial gains of £139m {gains of £184m in 2007/08) were included in the Statement
of Tolal Recognised Gains and Losses. The cumulative amount of actuarial gainsflosses
recognised in the Statement of Total Recognised Gains and Losses is a loss of £112m.
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Note 17 Assets and Liabilities in relation to retirement benefits {a)

Nole 10 coniains details of the Authority's padicipation in the Local Gavernment Pensions
Scheme (administerad by Derbyshire County Council} and the Police Pension Scheme in

providing Police staff and police officers with retirernent benefits.

Reconciliation of present value of the scheme liabilitias:

Funded Habilities: Local
Government Pensjon Scheme

Unfunded f{iabilities: Police
Pension Scheme

£'300 £'000 £°060 £'0a0
2007/08 2048108 2007108 2008109

Benefit Obligation at 1 Apdl

2008 {108,216) {121.558) {1,092,0679) {465,415)
Curmrent Service Cost {4,253} {5,500} {30,540) {22,420)
inlerest on pension Habililes {5.852; {7.578) {59,178%) {66,490)
Members Coniribulions {1,761} {2,080} 24,107 27,0688
Past Service Cost {1,234} o {170} &
Actuariat Gainfl.oss {2,125} 30,898 192,537 128,857
Curtaifmants 0 {19} & g
Benefits/transfers paid 1,585 2,228 g g
Deficit as at 31 March 2009 {121,556) (103.489) {885,415} {888,059}

Reconclliation of fair value of the scheme assels: -

Local Government
Pansion Scheme

Local Government
Pension Scheme

£°009 E£'400
200768 2808/09
Fair value of plan assets at 1 April 2008 80,818 84,424
Expected relurn on plan assets 5,560 5,765
Actuariat gains/{i_osses) on assels (6,480} {21,224}
Contribitions by scheme parlicipants 4,758 5,203
Member contributions 1,761 2,060
Benefilsftransfers paid {1.885) (2,226}
Defigit as at 31 March 2009 84,424 74,002

The expected return on Scheme assels is delermined by considering the expected relums

available on the assets underlying the current invesiment policy.

Expected yields on fixed

investments are based on gross redemplion yields as af the Balance Sheet date. Expected
retums on equity inves!ments reflect long-erm real rates of return experienced in the

respective markets.

The actual retum on scheme assels in the year was a joss of £15,450k (2007/08 a loss of

£2,629k)
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Scheme History {b}

2004/08 2005/G6 2006/07 2007/68 2008/08
£'080 £'000 £'000 £'080 £'000
Present valye of Liabilities
Local Government Pansion
Scheme {85,582} {105,492) (108,218) (121,556}  (103,489)
Police Pension Scheme {881,483} {1.124,120} (1.082,079) {365,415}  (B828.059)
Fair value of assals
Local Govermment Pension
Scheme 55,876 73.378 80,819 84.424 74,002
Surptus/Deficity in the scheme
Locat Govermmaent pension
scheme {30,918) {32,114} {27,387} {37,132} {29,487}
Police Pension Scheme (881,493) {1,124,120} {1.082,079) (965.415) {898,054}
Total {912.408) (1,356,234} {1.119,478) {1.002,547) {927,546}

The labilities show the underlying long-lerm commitments that the Authorily has to pay for
retirement benefits. The total liability of £927,546Kk has a substantial impact on the net worth
of the Authority as recorded in the balance sheet, resulting in a negative overall bajance of
£879,690k for the Authority. Some £898,05%k of this overall deficit relates to the Police
Pension Scheme, which is now a centrally funded scheme administered and underwritten by
HM Government. However, staiulory arrangements for funding the deficit mean that the
financial position of the Authority remains stabla:-

» the deficit on the focal government scheme will be made good by contsibutions over the
remaining working life of employees, as assessed by the scheme aciuary.

*  Assialed in Note 16, the method of financing Police Officers pensions changed from April
2006, These changes along with the fact that the employer contibution rate will be
assessed every three years fo ensure hat it accurately reflects the cost of the scheme
which creates a more stable environment for Police Officer pensions.

The totat contributions expected to be made to the Local Govemment Pension Scheme by the
Authority in the year to 31 March 2010 are £4,677k. Expected contributions for the Police
Pension Scheme in the year to 31 March 2010 are £27,580k.

Basis for estimating assets and Habllitles {c)

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

The Police officer scheme has been assessed by the Govemment Actuary Department {GAD)
and the local govemnmsnt scheme has been assessed by Mercer Human Resource Consulting
Limited, an independent firm of actuaries - estimates for the County Councii Fund being based
on the iatest full valuation of the scheme as at 31 March 2007,
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The main assumptions used in their calculations have been: -

{.ocal Government
Pension Scheme

Police Pension Scheme

2807/08 20588/09 2007/08 2008/06
Long-tenm expected rale of return on Yo % Ya %
assets in the Scheme
Equities 7.5 75 nfa nfa
Government Bonds 48 4.0 nfa nfa
Other Bonds 6.1 5.0 nfa nfa
Property 6.5 8.5 nfa nfa
Cash/Liquidily 525 4.5 nfa nfa
Other 1.5 7.5 nfa nfa
Mortality assumptions: Years Years Years Years
Longevity at 65 for current pensioners:
Men AR 21.2 23.3 23.4
Women 24,0 240 26.4 266
Longavily at 65 for fulure pensioners
Men 22,2 22.2 285 256
Woman 25.0 280 28.6 286
Financial Assumptions %o % % %o
Rate of infiation kN 3.3 A7 kK1
Rate of increase in salaries 5.1 4.8 5.2 4.5
Rate of increase in pensions 3.6 33 3.7 36
Rate for discounting scheme liabifiies 8.1 7.1 R 6.9
Take up option to convert annuat pension 20 30

into retirerment grant

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

31 March 31 March

2088 2089

% %

Equities 69.4 63.5
Government Bonds 187 208
Cther Bonds 1.6 3.5
Property 4.8 74
Cashfiiquidity 6.3 4.7
Cther 1.1 0.3
Total 160.0 109.0

The market value of totat fund assets was £1,507 million as at 31 December 2008 compared

to £2,226 million as at 31 December 2007.
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Note 18 History of experience gains and losses

The actuarial gains identified as movements on the Pension Reserve can be analysed inte the
following categories, measured as a percentage of assets or liabilities at 31 March. The SORP

requires that comparisons be made for the previcus 4 years.

Local Govemnment Pension Scheme Movement in Reserves:

2004/05 2005006  2006/07 200708  20D8/0%
Sh 5 % % %a
Cifferences batween the
expected and actual relums
on assels 3.8 4.1 0.3 1.7 28.5
Experience galns and losses
on lighililies 5.0 2.8 - 1.7 0.0
Bolice Pension Schems Movement in Reserves:
2004/08  2005/06  200B/07  2007/0B  2008/D9
%o % i % %
Differences behween the
expecled and actual returns
on assels r/a nfza na nfa nfa
Experience gains and losses
on liabiilties ~19.0 -17.0 9.0 19.9 14.4

Note 19 Fixed Assets - Intangible Assels

intangible assels are expenditure on sofiware licences. The main purchases in 2008/08 belng
Microsoft office Hcences and sofiware for the crime system, call cenire upgrade, Human

Resources syslem upgrade.

Purchased Software

Licences
£080
Balance at 1 Aprif 2008 1,262
Expenditure in year 366
Written off to revenue in year {441}
Batance at 31 March 2009 1.187
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Note 20 Fixed Assets — Tangible Assets

In accordance with the Code of Practice, fixed assels at 31st March 2009 have been classified

and valued in accordance with the policy set out in the accounting policies.

Cost or Valuation
Al 1 April 2008
Additions

Addilions - EMB0OUY
Disposals

Disposals - EMS0OU
Reclassifications
Impairments
Revalyalions

At 31 March 2008

Depreciation and impairments
At 1 April 2008

Depreciation charge for year
Depreciation on disposals

impairments

Revaluations

At 31 March 2009

Batance sheet amount at 31 March
20068

Balance sheet amount at 1 Aprii 2008

Nature of asset holding
Ovned

Finance Lease

PFI

Valuation of Assets

Operational Assets

Non-Operational Assets

Vehicies, Non
OT ;:go; al Piant, m‘:ﬂ:‘:_l ent Cperational Assets Under Surplus TOTAL
Buiidings Furniture EM%OU Land &  Constroction  Assels =
Eguipment Buildings

£'600 E'800 £000 £000 £900 £°000 £'000
25,033 24,288 464 450 229 1,180 51,652
1,787 5,501 1 2,084 9,373
62 62
{936) {2386)
{25) {<5)
1,008 {1,000} i
(83} (22} (a7}
10 10
27.820 28,861 501 386 2,313 158 60,049
{2,037) {11,813) {145) g 0 0 (14,005)
{548) {3.098) {102} {3,746)
719 19 738
{(1,518) {123} {1 {1,643}
¢
{4,102} {14,415} {228) {1) g o {18,748}
23,718 14,445 273 395 2,313 158 41,303
22,886 12,383 318 450 228 1180 37,557
23,718 14,446 273 3685 2,313 158 41,303
0 o 0 o o G G
4 g b} 0 g ¢ G
23,7118 14,446 273 385 2,313 158 41,303

Al fixed assets were re-valued as at April 1% 2004,

The valuations for land and buildings were made in accordance with the Appraisat and
Valuation Manual published by the Royal institution of Chartered Surveyors, Valuations were
carried out by Andrew Martin BSc MRICS and Roger Smaliey BSc MRICS, Valuers, Lambert

Smith Hampton.

The basis of valuation is shown in the Statement of Accounting Policies {page 21).

Vehicle information has been iaken from the Vehicte Flest Information System and IT and

Communications information has been provided by the information Services Department.

The assets of NMHSU have been spiit between Derbyshire and Nottinghamshire Police. The
helicopter and hangar assels are shown as 50% owned by Derbyshire Police.
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The balance sheet shows a share of ali the EMSOU Assets. EMSOU is a joint arrangement
with the other East Midiand Forces. Derbyshire has a 22% share of the assets apportioned on
the basis of the current resourcing model for the unit,

2007/08 2008/D9
Darbyshire EMSOL Total Derbyshlre
Share Share
£'000 £'000 £'200
318 Fixed Assels 1,239 273
521 Net Current Assets 1,008 222
{143) Governmient Granis Deferred {503) {111}
697 Total Net Assels 1,744 84
Represented by
521 EMSOU Reserves 1,008 222
176 Capital Adjustment Account 736 162
697 1,744 384

The above infarmation has been included in Derbyshire Police's Balanca Sheet.

Additions in Year

This relates to capital expenditure in the year excluding intangible assels expenditure which is

shown in Note 19.

Note 21 Fixed Assets Held by the Police Authority

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

31703108 31/03/08
Main & Divisional Headguarers 4 4
Section Stations 20 20
Police Houses 3 3
Chiid Protection Units 3 3
Community Offices & Others 22 23
Radio Masts 3 3
Vehicles 614 638
Helicapter 1 (50%) 1{50%)
EMSOU 22% of aszels 22% of assels

Note 22 Capital Commitments

Capital commitments which have started and are stilj ongoing are: -

Centralised Contact Management Centre -~ A contract was awarded for this project in 2008/03,
the building works should be completed by December 2002 followed by completion of the iT
infrastructure. The building being ready for occupation in March 2010. The overall budget for
the projectis £11.522m. £2.3m has been spent lo date.

Digitisation of custody suites ~ Tenders have been received for this project and a preferred
bidder has been selected, the work should commence in 2008/10 and should be compleled by
January 2010, The budget for the scheme is £1m, £0.024m has been spent to date.

Cotton Lane refurbishment - A contract has been awarded and the work should be completed
in 2009/10. The budget for the scheme is £0.155m, £0.008m has been spent to date.

Automatic Number Plate Recognition — A contract has been awarded for various sites in
Derbyshire, this work should be completed in 2008/10, The budget for the scheme is £0.127m
with no expendilure to date.
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Note 23 Finance L.eases

The value of assets heid under finance leases for 2008/00 is nil,

Note 24 Long Term Debtors

This balance represents car Ioans outstanding. Car Loans due for repayment within one year
are shown as short-lerm debtors, these equated to £827 in 2008/09 {£956 in 2007/08). '

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

Nete 25 Borrowing and Investments

The borrowing and investments disciosed in the Balance Sheet are made up of the following
categories of financial instruments

31 March 2008 31 March 2009

Long Current Total Long Current | Total

Term Term

£'000 £000 £000 £'600 £000 £'D00
Financial lighillies al amonised
cost - PWLB 5,403 533 9,938 8,803 499 1 9,402
Financial liabiliies at amorised
cost — Deferred Lighilities 923 80 1,003 842 81 923
Financial liabilities at fair value
thraugh profit & ioss 0 ¢] 0 0 4 0
Total borrowing 10,326 613 10,839 9,745 580 | 10,325
Loans and receivables —
Temporary lnvestments i 4{,339 48.338 0 4,426 | 34.426
Available for sale financial
assels g 0 0 0 ¢] 0
Unquaoted equily invesiments at
cost Y 0 4] 0 4] 0
Total investments 0 40,335 40,339 1] 34,426 | 34,426

‘Current’ is investments and borrowing less than one year.

Financial Liabilities is borrowing with the Public Works Loan Board {(PWLB) and Deferred
Liabilities.

Total PWLB outstanding at 31 March 2009 is £9,402k.

Totai Deferred Liabilities outstanding at 31 March 2009 is £823k (£1,003k in 2007/08), 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 Magisirates’ Court Act 1094, The

loans are administered by Derbyshire County Councit on behalf of the Police Authority.
Repayments of £81k were made in 2008/08 (£81k in 2007/08).

Loans and receivables are surplus cash that the Police Authority invests in short-term deposits
and temporary invesiments with a range of banks and financial instifutions.
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Note 26 Gains and losses from Financial Assets and Liabilities

The gains and losses recognised in the Income and Expenditure Account in relation to
financial instruments together with {otal interest income and totai interest expenses are made
up as follows: -

Total Financial { Financiat Financial Total
31 March | Liabilitles ! Assets Loans | Assals 31 March
20c8 measured | and Avaliable 2009
at Recelvables for sale
amortised assets
cost
£'000 £'000 £'008 £'000 £'80D
interest * {558) {551) - - {551)
Losses on derecognition - - - -
impaitmen! Losses - - - -
Interest Payable and similar
charges (558} {551) . - {551)
Interest [ncome 2,795 - 2,553 - 2,583
Gains on derecognilion - - - .
interest and investment Income 2,795 - 2,553 - 2,553
Gains/{Losses) on revaluation - - - -
Amounis recycled to the [8E Account after
impaimment - - . -
Surplus arising on revaiuation of financial
asset - - M -
Net gainl{toss) for the year 2,237 {551} 2,553 - 2,002
* The Income and expenditure account also inciudes pansion inlerest on commutation payments of
£174k, with total interest payabie and similar charges being £725k.
Note 27 Fair Value of Assets and Liabilities carried at Amortised Cost
Financiai liabilities and financial assets are carried in the Balance Sheaet at amortised cost.
Their fair value can be assessed by calculating the present value of the cash fiows that wil
take place over the remaining term of the instruments, using the fallowing assumptions: -
« the fair vaiue of PWLB has been calculated by reference lo the ‘premature repayment’ set
of rates as at 31 March 2009;
» no early repayment or impairment is recognised;
» where an instrument will mature in the next 12 months, then the amount as shown in the
Balance Sheet i.s. the carying amount, is assumed to approximate fo fair value;
+ deferred ligbiliies have been accounted for on the basis of outstanding principal amounts
as defined by statufory arrangements.
The fair vaiues caiculated are as foliows: -
31 March 2008 31 March 2800
Carrying Carrying
Amount Fair Vaiue Amount Fair Value
£000 £'000 £040 £'08D
Financial Lisbililies -- PWLB 9,836 10,618 8,402 10,852
Financial Liabiilies — Deferred Lisbililies 1.003 1,003 923 823
Loans and Recelvables — temporary
investmenls 44,339 40,338 34.428 34,426

Financial Liabilities

The fair value of PWLB is more than the carrying amount because the authority's portfolio of
loans is based on fixed rate loans where the interest rate payable is higher than the rales
available for similar loans at the Balance Sheet data.

The lable above excludes other Financial Liabilities such as cash overdrawn, credilors and
other liabllities. The camying amount as shown in the balance shest is assumed fo
approximate {o fair value, as the instrument will mature in the next 12 months.

Finangial Assets

The fair value has been assessed as being same as the carrying value dus o the investments
being short term (less than one year), The iabie above exciudes other Financial Assels such
as debiors, the carrying amount (the inveiced or billed amount) as shows in the balance sheet
is assumed to approximate o fair value,
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Note 28 Risk Exposure

The Authority's overali sisk management procedures focus on the unpredictability of nancial
markets, and implemenling restrictions to minimise these rsks, The procedures for risk
management are set out through a legal framework set out in the Local Government Act 2003
and associated regulations. These require the Authority 1o comply with the CIPFA Prudential
Code, the CIPFA Treasury Management in the Public Services Code of Practice and
nvestment Guidance issued through the Act. Overali these procedures require the Authority
to manage risk in the following ways:

+ By formally adopling the requirements of the Code of Practice
» By approving annually In advance prudential indicators for the following three years
limiting
o The Authorily’s overalt borrowing
o Its maximum and minimum exposures o fixed and varable rates
o It maximum and minimum for exposures of the maturity structure of debt
o Its maximum annual exposures {o investments maturing beyond a year
= By approving an invesiment strategy for the forthcoming year setting out ils criteria for
both investing and selecling investment counterparties in compliance with the
Govermment Guidance.

The Authonty's Treasury Management Strategy is approved annually in February by Police
Autherity before the start of the year to which it relates which outlines the detailed approach to
managing risk in relation te the Authority's financial instrument exposure. The sirategy for
2008/09 was ailso updated in December 2008 lo reflect changes due to the economic climate.
Actual performance is also reporied at least annually to Police Authorily. The key risks are:

Credit Risk Exposura
This is the risk that one party to a financial instrument will fail to meet their coniractual
obligations, causing a loss for the other parly. Exposure lo this risk is managed through the
Authority's Treasury Management Sirategy. The Authority only invests in approved institutions
who meet identified minimum credit crilerda, in accordance with the Fiich, Moody's and
Standerd & Poors Ratings Services. The current policy is to limit investment to the following
categories

» UK Banks
UK Bullding Societies
Overseas Banks ~ reland
Local Authorities
Debt Management Office

The Authority does no! make deposils with the above unless they meet the minimum
requiremnents of the investment critedia at that time. There are alse limits in place to how much
can be invested with counterparties and for how long.

No breaches of the Authority's counterparly crileria cccurred during the reporiing period and
the Authority does not expect any losses from non performance by any of the counterparties
ins relation to deposits.

Whiist the cusren! credit crisis in international markets has raised the overall possibility of
defaull the Authority maintains strict credit criteria for invesiment counterpariies and seeks
security of capital over maximising interest.

Lisuidity Risk Exposure

Thig Is the risk that a party wili be unable to raise funds to meet ils commitments associated
with financial instruments. The Authorily manages is liquidity position through the sk
management procedures above as well as through a comprehensive cash flow management
system, as required by the Code of Practice. This seeks to ensure that cash is available when
it is needed. As the Authorily currently has ready access 1o borrowings from the Public Works
Loan Board, there is no significant sisk that it will be unable to raise finance to mee! ils
commitments under financial instruments.
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Refinancing and Maturity Risk

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

PWLB Beferved Total
Liabllitles

£'800 £'000 £'080
Less than one year S00 &l 580
Between one and bwp years 466 B1 547
Between two and five years 1,398 241 1,639
Hetween five and len years 2,328 400 2,728
More than len vears 4,710 121 4,831
Total 9,402 §23 10,325

This excludes trade and other payables {credilors and other Habilities) which are due to be
naid in less than ona year.

Matket Risk Exposure

This is the risk that the valie of an instrument will fiuctuale because of changes in interest
rates, market prices, foreign currency exchange rates. The Authority has limited dsik. PWLB
interest rates are fixed and invesiments are only temporarily invested {less than a year). The

Authority does not invest in equily shares and has no financial assets or fabilities in foreign
cusrencies.

Note 29 Debtors

The tevel of debt autstanding dusing 2008/09 was analysed and it was decided that it would be
prudent to provide a bad debt provision of £25k after taking account of the current year's wrile-
offs. Deblors are analysed as follows:-

Note 30 Creditors

3t March

2009

£'000
Govemment Departments and Agencies 7,630
Local and Police Authorities 3,152
EMSOU {22% share) 200
Sundry Deblors 1,278
Employes Uebtors 15
Car Loans to employees 1
Less: Provision for Bad debts (25}
Fotal Debtoss 12,256

Creditors are analysed as follows:-

31 March

2009

£00D
Govemnment Depariments and Agencies 4,280
Lecal angd Police Aulhoriies 1,876
EMSQU (22% share) 282
Sundry Credilors 3.876
Employer Creditors (salary, overlime, expenses and pensions) 3.118
Total Creditors 13,406
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Note 31 Insurance Provisions

Liability -This provision was established {o meet Hability claims which are not covered by
external insurers, The balance reflects the claims handlers estimate of claims outstanding to
31 March 2008 plus an estimate for clzims for 2008-09 based on the claims history over the
fast twelve years. Under FRS12 a provision should be made for any liabllities of uncertain
timing or amount that have been incurred. The pravision is for events that are more likely than
not to occur. For this reason a provision of £650k is requived.

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

Liability Vehicle  Total
£'300 £'000 £'800

Batance st 1 April 2008 323 333 658
Provision in Year 316 224 540
Expendilure on Claims in year 11 (131) {120}

Balance at 31 March 2069 850 426 1,076

Note 32 Contingent liabilities

Contingent liabilities arise where the Authority is aware of a possible obligation that has arisen
because of events prior to the Balance Sheet date, but where the existence will only ba
confirmed by futura events which are not in the Authosity's control.

The Authority has no contingent Eabilities at 31 March 2009.

Note 33 Revaluation Reserve

The closing position on the Reserve at 31 March 2009 only shows revalyation gains [/ losses
accumulated since 1 April 2007, Movement in the Revaluation Reserve in the year is shown
helow.

£000
Balance at 1 April 2008 i
Revalualions 14
Disposals g
Balance at 31 March 2008 10

Note 34 Capital Adjustment Account

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

ERRSOU Total
£000 £'00C¢ £'000

Balance as at 1 April 2008 22,488 176 22,8664
Movements in year

Capital receipts sel aside 0 0 G

Capital Financing — usable capitai receipls 1 D 11

- revenue contiibulions 823 285 1,108

- [85erVes 2,846 & 2,648

- granls amorlisation 2,588 42 2,630

- revenue expenditure from capital 393 g 393

Depreciation and amortisation {4,085) (103) {4,188}

impairments {1,738) g {1,730}

Revenue expenditure funded from capital by statule {393) (233) {626}

MRP 438 o 438

Additional Voluntary Set Aside 176 g 176

Ravalualions o g 0

Disposals {217) 5 {222}

Balance at 31 March 2009 23,138 162 23,360
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Note 35 Usable Capital Receipts Reserve

The usable capilal receipls reserve represents the capital receipts available to support
additional capital expenditure in fulure years.

£'000
Balance at 1 April 2008 g
Receipls in year 11
11

iL.ess:
Capital receipls used {11)
Balance at 3% March 2809 G

Note 38 Government Grants — Deferred

Capital Granis are accounted for using a deferred credit method. Assels are capitalised at
gross cost. Grants are credited o a2 govemnment grants deferred account and refeased to the
income and Expenditure Account over the life of the relevant asset to match any charges for
depreciation.

EMSOU Total

£'000 £'500 £°000
Balance at 1 April 2008 {5,072} {143} {5,215)
Granis/contributions received {6,260} S {6,271)
Grant released on disposal of vehicle 0 1 1
Amortisation of Governmen} Granis 2,588 42 2,630
Balance at 31 March 2009 {8,744} {111) {8,835)

Naote 37 Earmarked Capital and Revenue Reserves (Total £21,323,700)

Devolved Budget Commitments £1,055,300
This balance represents the underspendings on devolved budgets for 2008/08 which have
bean earmarked to camy forward to meet commitments in 2009110,

Operationai Priorilies Reserve £2,755,700

This balance has been accumulated o assist with urgent operational neads. As at 31 March
2009 £0.629m has been committed to identified areas, leaving £2.127m available to mest
further priority issues.

Operational Funding Reserve £1,554,000

This reserve is o assist with the *funding gap’ in the revenue budget between 2008/10 and
2011/12 identified by the Authonty's medium-term financial planaing. £0.458m will be needed
to balance the budget over the 3-year period based on existing spending commitments. The
remaining amount will be invested in proposals which will allow the force o address some
additional poiicing risks it faces by enabling savings lo be made in other areas.

PFl Reserve — ltkeston £1,356,700

This reserve represents the difference in grants received and acluat payments for fikeston PFI
plus savings on the original station plus a contribution of £8,300 plus interest in the year. This
reserve is {0 fund future PF) payments and enables the net costs to be spread evenly over the
contract period,

PFI Reserve — Derby DHQ £4,610,300

This reserve represents the difference in grants received and actual payments for the Derby
BHQ PFI, plus savings on the original Full Street headquarters, plus a contribution of
£468,000 plus interest in the year. The reserve is to fund fulure PFI payments and enables
the net cosls to be spread eveniy over the conlract period.

Capital Reserve £5,196,400

This reserve was created from Force underspendings and a transfer from the Operational
Funding Reserve. The reserve is used to support the Force's Capital Programme, the reserve
is fully committed,
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Cenlralised CMC Reserve £1,708,700

This reserve was created to part fund a new Centralised Contact Management Centre. The
project will be funded from £4m reserves and the rest from unsupported borrowing, £2.281m
has been spent lo date. The building works are dus to be completed in December 2009,

{T/18 Reserve £150,000
This reserve was created from underspendings on [T, The reserve will be used for network
routers in the Force's Capital Programme in 2009/10.

Pensions Reserve £500,000
This reserve is to meet any fulure pension liabilities accruing to the force from ili-heaith or
injury-refated retirements,

fnsurance Reserve £2,174,100

This reserve is for future insurance liabilities not covered by the provision. The insurance
excess on liability claims increased in 2005/06 from £25,000 to £100,000 so the reserve could
he used for any iarge claims.

Helicopter Reserves

Helicopter Reserve £49,600

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

Helicopter Debt Charges Reserve £212.800

A loan of £457,000 was taken out in 2003/04 for the purchase of the helicopler. This is
payable on maturity in Apdl 2028. This reserve is to meet the cost of this loan in 2028 in order
to equalise the debl charges to the North Midlands Hetlicopter Support Unit.

Note 38 Authorisation of Aceounts for issue

The 2008/09 Statement of Accounts were authorised for issue by the Treasurer on 15 June
2008, All events after the balance shest date until this dale have been considered for
disclosure as events afier the balange sheet date.

Note 38 Post Balance shest events

Since the accounts were prepared no material events have occurred which are not reflected in
the accounts.
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Notes to Cash Flow Statement

Note 42 Reconciliation of Net Surplus to Cash Inflow from Revenue Activities

£000 £000
Beficit on Income and Expendilure Account £8,475
Servicing of Finance: -
interest Paid (560}
interest Received 2.448 1,889
Non-Cash transactions: -
increase in Provisions and Earmarked Reserves {177}
Depreciation and impalrment of Fixed Assels (5.476}
Amaortisation of Intangible Fixed Assats {441}
Revenue Expenditure funded from Capital by Statute (G626}
Revenue Expenditure funded from Capital by Stalute financing 393
Government Granis Deferred amartisation 2830
Loss on sale of Fixed Assels {211}
Ampunt pension costs calculated in accordance with FRS17
are different o pension schame contribulions {63.670) (67.578)
ltems on Accnials Basls: -
Decrease in stock {31}
Decrease in revenug Deblors (8886}
Increase in revenue Credilors (582} {1.509)
Revenue Activifles Net Cash Flow 1,277
Note 43 Movement in Financing
As at As at Movement
31/03/08  31/03/09
£00H £000 £000
Long Term Borowing {9,403} {8,903} 500
Credifors-borrowing repayable within one year {613} {580} 33
{10,016} {9,483) 533
Deferred Liabiliies {923} (842) 81
Long Tesm Deblors - loans repaid 3 - {3}
{10,838} {16,325} 611
Note 44 Movement in Liquid Resources
As at As at
ato3os  3tinzjog  Movement
£000 £00D £6800
Temporaty lnvestments 40,338 34,426 {5.913}

Liquid resaurces represent shori-termn investments. in the main, these are readily convertible
into cash, without disrupling the Authorsity’s activities. There have not been any changes in

accounting poticies within this area during the year.

Note 45 Movement in Cash

As at
31/03/08
£000

Cash (1,190)
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As at Movement
31/03/08
£000 g£000
{1,436} {248)
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Note 46 Movement in Other Current Assets

As at As at

31/03/08  atjp3jos  ovement

£080 £008 £000
Stock 326 295 (31)
Oebtors 12,102 12,256 154
Creditors and Other Liabilities {13,210}  (14,376) {1,168}
Shart term Borrowing {613} {580) 33
{1,395} {2,405} {1,010}

Note 47 Reconciliation of 2008/69 Movement in Cash to the Movement in Debt

Decrease in cash per Cash Flow Statement

Plus

Revenug Aclivities
Capital Activilies
Serviting of Debt

Movement in Net Debt
Management of Liquid Resources
Financing
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2008/09
£00D £008
246
{1.277)
{6,160)
1.889 {5,548)
(5.302)
{5.913)
611
{5,302)




2007108
£'000

(16,321}
( 190)

( 6,961)
( 294)

{ 522)

23,103
6,586
306

26
299

6,032

( 6,G32)

1,691

( 893)
( 995)
(3)

Pension Fund Account

Contributions Receivable :
Employer
Emgptoyer - lil Health Capitat Credit
Employee - Existing Scheme
Employes - New Scheme
Transfers In ;
Transfer vajues receivable
Benefits Payabie :
Pensions
Commutations and lump sum retirement benefits
Lump sum death benefits

Payments to and on account of leavers :

Refunds of contributions
Transfer values payable

Sub-total : Net amount payable for the year

Additional contribution from the Police Autharity
to fund the deficit for the year

Net amount payablefreceivable for the year

Net Assets Statement

Current assets
Pensions paid in advance

Current Liabilities
Unpaid pension beneiits
Unpaid pension benefits - previous years
Surplus for year payabie {o police authority
Other current liabilities
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2008/09
£000

( 16,932)
( 354)
{7,016)
( 504)

(361)

24,817
8,382
150

47
23

8,262

{ 8,262)

1,838

(68)
{ 1,424)
( 346)
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Notes to the Pension Fund Account

Note 1

Note 2

Police Pensions Fund Account

The Police pension scheme is unfunded, This means i provides pensions and other retirement
benefils for employees based on final salaries but there are no investment assets buiit up to
meet the pensions liabilities.

The funding arrangements for the Police Pension Scheme changed on 1 Aprii 2008, Each
individual Polica Authority is required by legisiation to aperate a Pension Fund Account and
the amounts that must be paid into and paid out of the Pension Fund are specified by
regulation {Police Pensions Regulations 2007 Statutory Instrument 1932/2067).

Before Aprii 2008 each Police Authority was responsible for paying the pensions of its former
employees on a “pay as you go™ basis, from April 2008 there is a new emplayer’s contribution
instead (currently 24.2% of pensionable salary) which is charged to the income and
Expenditure Account. Employers contributions along with officers conbributions are paid into
the pensions fund account from which pension payments are made. Employees and
empioyers contribution levels are set nationally by the Home Office. The rates have changed
from 1 Aprit 2008 and will then be subject to tiennial revaluation by the Gavemmment Acluary’s
Depariment.

Under the new amrangemenis the Pension Fund Account batances to nil at the year end by
either receiving a conibution by the Authorly lo or from the Police Fund. in 2008/08 a
contribution of £8.262m was received, this being equivaient to the peasion top-up grant
received from the Home Office in 2008/09.

The pension fund is statutorly prevented from including interest on cashfiows and
administration expenses in the pension fund, these expenses are bome by the Authority’s
income and Expenditure Account.

Injury awards and ili health retirements are not part of the Pensions Fund Account and will
continue to be paid from the Authorily's Income and Expenditure Account.

L.ump sum retirement benefits previous years

Home Office guidance was issued in May 2008 on the intraduction of new actuanal factors for
the commutation of pensions for a lump sum under the old Police Pension schemes 1987 and
1888. The new factors also affected the exchange of iump sum for additional annual pension
under the New Police Pension Scheme 2006, [n addition to the new factors the guidance
introduced changes o the method of calculating lump sums and additional annual pension.
For members of the Old Schems the implementation of all the changes was backdated to 1
Qctober 2007. The main effect of this was that Police Officers who retired on or after this date
elected to receive additional amounts of lump sum as further commutation of their annual
pension. This is reflected in the 2007/08 accounts (£0.693m). Following a judicial review in
2008/09 the implementation date was changed to December 2006 and a further £1.424m was
paid to members. Both these amounts were fully recoverable from the Home Office under the
new Police Pension funding amangements infroduced in 2006.

Mote 3 Pension Fund Liabilities

Note 4

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

Accounting Policies

Accounting policies conform to those set out in the Statement of Accounts {page 19 to 23).
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DEFINITIONS

Accounting Period
The period of time covered by the accounts, normaily a period of twelve months commencing on 1
Apiil,

Accruals

The concept that income and expenditure are recognised as they are eamed or incurred, not as money
is received or paid.

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

Budge!

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

Capital Adjustment Account

Created from 1 April 2007 from the combination of the Capital Financing Account and the Fixed Asset
Restatement Reserve. The capital adjustment account reflects the difference between the cost of fixed
assels consumed and the capital financing set aside to pay for them. it provides a mechanism between
the different rates at which assels are depreciated under the SORP and are financed through the
capital controis system.

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

Capital Financing Requirement

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

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

CIPFA

The Chartered institute of Public Finance and Accountancy. This is the main professional body for
accountanis working in the public services.

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

Contingent Liabilities

A potential lizbility at the balance sheet dale when the accounts are submitted for approval. The Hability
will be included in the balance sheet if it can be estimated with reasonable accuracy otherwise the
fiability will he disclosed as a note to the accounts,

Corporate and Democratic Core
Cosis relating to the Authority’'s status as a mulli-functional, democratic erganisation.

Creditors

Amounts awed by ihe Police Authority for work done, goods received or services rendergd which have
not been paid for by the end of the fnancial year.

Debtors

Sums of money due to the Authority for work done or services supplied but not received at the end of
the financial year.
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Deferred Liabilities

Liabilities which by amangement are payable beyond the next year at some point in the fulure or paid
off by an annual sum over a period of time,

Depreciation

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

Financial Instruments

Any contract that gives rise fo a financial asset of one entily and a nancial Hiabilily or equity instrument
of anolher entity,

Financial asset - Cash, equity instrument of another entity or a contractual right to receive cash or the
right to exchange a financial instrumant with anather entity on potentially favourable terms. For example
bank deposits, loans receivable, frade receivables and investments.

Financial Liabllity — a confractual obligation to defiver cash or another financial asset to another entity or
to exchange a financial instrument with another entity on polentially unfavourabie terms. For example
trade payables, borrowings and financial guaranizes,

Fixed Assets - Tangible
Tangible assels that yield benefits to the Authorily for & period of more than one year.

Fixed Assets - Intangible

Under FRS 10 {Goodwill and Intangible Assels), intangible assets are defined as 'non financial fixed
assels that do not have physicat substance but are identifizble and are controlled by the enlity through
custody or legal rights’, for exampie, software fHicences.

Formula Grant Distribution System

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

Government Grants Deferred Account
The balance of grants applied {0 the financing of fixed assets, awaiting amortisation to the income and
Expenditure Account to malch depreciation on relevant assets.

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

{a} finance leases which transfer all of the risks and rewards of ownership of a fixed
asset to the lessee and such assels are included within the fixed assets in the
balance sheet.

{b} operating leases where the ownership of the asset remains with the ieasing
company and the annual rentzl is charged direct fo the revenue account.

Minimum Revenue Provision
The minimum amount which must be charged to the revenue accourt each year and set aside for
provision for credit iabilities, presently 4% of the capital financing requirement.

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

Precept
The method by which the Police Authosity obtains the income it requires from council lax via lhe
appropriate authorities,
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Provision

An amount set aside to provide for a liability which is likely 1o be incurred but the exact amount and the
date on which it will arise is uncertain,

Prudential code

The Code developed by CIPFA that sels out a framework for self-regulation of capital spending, in
effect aliowing authorilies to invest in capital projects which best meet their service delivery objectives
as long as they are affordable, prudent and sustainable. The code came inte force from 1 Aprit 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 irespactive of the period for which they
are due,

Reserves

Earmarked reserves are amounis set aside for a specific purpose in one financial year and carried
forward to meet expenditure in fulure vears. General reserves are accumulaied balances generally
avaitable to support revenue or capital spending.

Revaluation Reserve
This reserve records the net gain (if any) from revaluations made after 1 April 2007,

Revenue Expenditure funded from Capital by Statute
Expendilure incurred during the year that may be capitalised under statutory provisions but does not
result in the creation of fixed assets, for example, expenditure on property not owned by the Authority.

Supported Capital Expenditure

The amount of borrowing which is supported by Central Government through the revenue funding
formula.
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