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EXPLANATORY FOREWORD

Introduction

We have pleasure in presenting the Statement of Accounts for 2009/10 for the Derbyshire
Police Authority. The intention of the Statement of Accounts is to give the reader an overall
perspective of the finances of the Derbyshire Police Authority.

Background
The Police Authority incurs both revenue and capital expenditure.

Broadly the Income and Expenditure account relates to 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 to day activities of the Police Service in Derbyshire. The revenue expenditure is funded
by Central 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 Distribution system, plus Council Tax set by the
Authority. This can be supplemented by utilising accumulated balances.

The Police authority currently holds £25.4m in short term investments. These are held to
cover ear-marked reserves.

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

The main changes to the 2009/10 accounts required by the 2009 Statement of Recommended
Practice (SORP) are:-

+ Changes to the accounting requirements of Private Finance Initiative (PFl) schemes,
this is no longer based on UK accounting standards FRS5 but on International
Financial Reporting Standards (IFRS). This has resulted in PFl schemes no longer
being ‘off balance sheet’. These properties are now included in the balance sheet
along with a liability for the financing provided by the PFl operator.

+ Requirements to account for local taxes. The SORP has been changed to reflect that
billing authorities act as the major preceptors’ agent, as such there is a requirement to
include appropriate shares of Council Tax debtors and creditors in the billing
authorities’ and major preceptors’ Balance Sheets.

¢ Change to the reporting requirements for senior officers’ salaries

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

» Introduction by the Treasurer
- This provides a brief background to the Authority's budget for 2009/10, the final
outturn position and an assessment of the Authority’s financial prospects.

+ Statement of Accounting Policies

- The Statement of Accounting Policies, which supports the accounts, identifies the
accounting practices adopted in the preparation of the accounts. Other notes are
provided to explain further the information given. Wherever possible the
accounts and statements have been prepared in accordance with the Code of
Practice on Local Authority Accounting for Great Britain published in 2009.
Where full compliance has not been achieved this is referred to in the
accompanying notes.
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Income and Expenditure Account
- The purpose of this account is to give a summary of the resources generated
and consumed by the Force and Authority in the year.

Statement of the Movement on the General Reserve Balance
- This shows the reconciliation 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 expenditure.

Balance Sheet
- This shows the Police Authority’s financial position as at the 31st March 2010
and identifies the balances and reserves at the Authority’s disposal at that date.
it also summarises the fixed and net current assets employed in carrying out the
Authority’s functions and its long-term liabilities.

Statement of Total Recognised Gains and Losses
- This demonstrates how the movement in net worth in the Balance Sheet relates
to the Income and Expenditure 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 transactions with third parties for revenue and capital
purposes during 2009/10. The indirect method of cashflow reporting has been
used.

Notes to Core Accounts
- This section provides notes to the core accounts prescribed by the Code of
Practice.

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 to operate a
Pension Fund and the amounts that must be paid into and paid out of the
Pension Fund are specified by regulation. This account shows the transactions of
the Pension Fund.

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

Revenue Budget 2009/10

The Police Authority set a revenue budget for 2009/2010 of £165.1 million, an increase of 4.99% over
2008/09. Funding of £165.1 million set out in the accounts, is the total of central government formula
funding, being Police Specific Grant, National Non-Domestic Rates (NNDR) and Revenue Support
Grant (RSG) of £112.6 m, and Council Tax of £52.4m. In addition £11.1m funding was received from
the Home Office to cover the police pensions deficit for the year.

The National Funding Formula for allocating resources to the Police Service block showed that
Derbyshire Police Authority needed central government formula funding of £117.65m in 2009/2010;
however funding of £5.03m was held back to resource minimum increases for some other police
authorities.

The consequential Council Tax for an average band D dwelling increased by 8.68% to £161.32,
compared with £148.44 in 2008/09, an increase of £12.88 a week.

The budget that the Police Authority approved for 2009/10 was ‘nominated’ by the Government.
Nomination is a legal process by which the Government formally signals that it considers a budget to be
excessive. [nstead of restricting the budget in the year in question, it sets a ‘notional’ budget amount
as the benchmark for allowable increases in future years. The Authority’s notional budget for 2009/10
was eventually set at £1.158m less than the approved budget. This outcome followed 2 partially
successful appeals, the first against capping ‘in-year’, the second against a notional budget reduction of
£1.562m.

Although 2009/10’s actual budget was not affected by the above considerations, the notional budget did
influence spending increases for the following year. The force began to prepare early for the anticipated
future financial circumstances. By making decisions early, expenditure reductions were planned and
implemented in a coherent manner.

Performance against 2009/10 Revenue Budget

When compared to the total funding available from Council Tax and Central Government grant the
Police Authority achieved an underspend of £1.783k for the year. However, from this figure amounts
totalling £806k were identified as being needed to be carried forward to pay for commitments started in
2009/10 falling in 2010/11. When this is taken into account the net underspend was £977k, equivalent
to 0.59% of the total budget.

The underspend was very much a consequence of a number of specific initiatives implemented during
the year aimed at reducing overall expenditure whilst maintaining levels of service to the people of
Derbyshire. In common with all other public services the Authority is acutely aware that the
Government’s priority over the medium-term is the reduction of the National Budget Deficit.  Whilst
there are differing views on the details, the consensus is that funding for public service will need to be
significantly reduced and the new Coalition Government has already taken the unprecedented step of
reducing funding ‘in-year’ for 2010/11. This is widely accepted as a signal of bigger restraints to come.

The first step taken was the implementation of strict Vacancy Control procedures from May 2009
onwards. This ensured that only high-priority non-Uniformed posts were filled and, wherever possible,
they were filled by existing personnel in lower-priority roles. Likewise, intakes of new Police Officers
and Community Support Officers utilised current staff who wished to and were able to perform
Uniformed, front-line roles. In addition the time-lag involved in filling Uniformed posts that become
vacant through natural wastage was increased.

A Moving Forward Programme was also established to investigate fundamental ways that the
Constabulary could re-organise its processes and structures in order to deliver services more cost-
effectively.  Major initiatives have been implemented from 1 April 2010, such as the reduction from
four to three territorial divisions, and the planning for these reinforced the moves to limit recruitment
during 2009/10.

The Vacancy Control procedures and Moving Forward Programme complemented a further initiative
which had been planned and implemented over a number of years — the building of a new Central
Contact Management Centre at Constabulary HQ in Ripley. This facility now allows all personnel
involved in managing contact with the public to be located at one site. The building was completed in
December 2009 and became operational in March 2010, the project was completed ahead of time and
under budget. In a full year, a reduction in management overheads will save £1.1m per annum and
reductions began in 2009/10 in anticipation of this.
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Of the overall underspend in 2009/10, £1.353m was against the staffing budgets for Police Officers and
Police Staff and is the consequence of the actions described. This amount is partly offset by a
provision of £525k made in the accounts for estimated redundancy and early retirement payments
which will be paid during 2010/11.

Savings against the budget were also made in a number of other areas including payments to the
suppliers of communications and information technology (£224k) and through income recovered for
rechargeable services supplied to external parties (£239k).

The outcome for 2009/10 meant that £977k could be added to the Authority's Operational Funding
Reserve. This will assist with the financial challenges that lie ahead.

Revenue Expenditure 2009/10

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

Changes to the Accounts in 2009/10 regarding Private Finance Initiative (PF1) schemes and Accounting
for local taxes has meant that the 2008/09 Accounts have been restated.

The Income and Expenditure account is in a format to bring the accounts into line with commercial and
other sectors. The Income and Expenditure Account shows a deficit of £55.2m in 2009/10 compared to
a restated deficit of £74.9m in 2008/09. This mainly reflects the reduction in the costs of the pension
accounts future benefits. However, this account excludes any actuarial losses where the actuary
considers that there may have been an increase in the Authorities pension liabilities. These losses total
some £434m. This is an increase compared to the previous year but reflects changes in assumptions
with regard to inflation and ‘discount rates’ used by the Actuary. Gains and Losses are brought together
in the Statement of Total Recognised Gains and Losses which show a net loss of £486.1m.

The Statement of Movement on the General Reserve Balance reconciles the Income and Expenditure
Account to the Statutory Requirements for raising council tax. This shows contributions totalling
£1.760m from a number of earmarked reserves (see reconciling note to Statement of Movement on the
General Reserve Balance). This includes £0.006m transferred from East Midlands Special Operations
Unit (EMSOU) Reserves. The intended use of these Reserves is detailed within the accounts. The level
of the Authority’s General Reserve has been increased to £3.3m in 2009/10. Earmarked Reserves
amount to £20.709m.

The Income and Expenditure account for 2009/10 continues in its twin format. The ‘subjective’ format,
which shows expenditure, split between Employees, Premises costs, Transport costs, and so on; and
the ‘objective’ format for the Police Service which BVACOP states should be analysed over various
activities.

Capital Expenditure 2009/10

Capital expenditure in the year was £14.03m (£10.13m in 2008/09), financed by a mixture of capital
grant, contributions from revenue, reserves, capital receipts and internal borrowing (This excludes
EMSOQU capital expenditure).

Capital expenditure can be analysed as follows:-

£m
Central Contact Management Centre 7.57
Cotton Lane Refurbishment 017
Other Building works 0.88
East Midlands Counter Terrorism Intelligence Unit 0.36
Airwave Terminal Replacement 0.75
Other IT and communications 1.25
Automatic Number Plate Recognition 0.38
Replacement Vehicles 0.96
Custody CCTV System 0.76
Equipment 0.44
Total 13.51
PFI Lifecycle Expenditure 0.52
Total including PFI 14.03
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Borrowing

The Authority borrows money to fund some capital investment. As at 31 March 2010, the Authority’s
Capital Finance Requirement was £32.793m. This includes £16.195m for PF| schemes that are now
included in the Balance Sheet. 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 April 2004 and from this date the Authority
was given greater flexibility to borrow as long as the costs of borrowing could be afforded through the
revenue budget.

The policy on borrowing is set out in the Council's Treasury Management Practices and annually in
February, the Treasury Management and Investment Strategy is approved by the Police Authority.

No new loans have been taken out in 2009/10 due to the present economic climate. The authority took
the decision to use some of its resources to invest in new buildings rather than getting a poor return by
investing in cash deposits. This is called internal borrowing and is common practice.

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. 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 into the fund so that the liabilities are paid for evenly over the
employment period. Actuarial valuations of the fund are undertaken every three years to determine
the contribution rates needed to meet its liabilities. The next valuation will be in 2010/11 for the
period commencing 1 April 2011.

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

Impact of Financial Reporting Standards (FRS)

FRS17 Retirement Benefits

The Accounts for 2009/10 continues the full implementation of FRS17 on Retirement Benefits. The
main effect of this is the recognition of the net liability and the inciusion of a pensions reserve in the
balance sheet with associated entries in the Income and Expenditure Account for movements in the
liability relating to the employee pension schemes in which the Authority participates (with reconciling
entries in the Statement of Movement on the General Reserve back to the true cost of pensions for
purposes of grant and local taxation).

FRS17 notes are also included on pages 33 to 37 of the accounts.

Helen Boffy
Treasurer

Date: June 2010
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STATEMENT OF RESPONSIBILITIES FOR
THE STATEMENT OF ACCOUNTS

The Authority’s Responsibilities

The Authority is required: -

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

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

to approve the statement of accounts

The Treasurer’s Responsibilities

The Treasurer is responsible for the preparation of the Authority’s Statement of Accounts
which, in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom (“the SORP”).

In preparing this Statement of Accounts the Treasurer has: -

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

The Treasurer has also: -

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

TREASURER’S CERTIFICATE

| certify that the Statement of Accounts presents a true and fair view of the financial
position of the Derbyshire Police Authority as at 31 March 2010 and its income and
expenditure for the year ended 31 March 2010, and that in all material respects police
grant has been applied to the purposes intended by Parliament.

Helen Boffy CPFA
Treasurer

Date: ‘2“%’7 EK AL 2O
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STATEMENT OF ACCOUNTS 2009/10

CHAIRMAN’'S APPROVAL

| certify that the Statement of Accounts 2009/10 have been approved by the Finance,
Administration and Resources Committee on the 29 June 2010 in accordance with
section 3 of the Accounts and Audit Regulations 2003.

Howard Borrell
Finance, Administration and Resources Committee Vice Chairman
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STATEMENT OF ACCOUNTS 2009/2010

ANNUAL GOVERNANCE STATEMENT 2009/2010

Position as at 31 March 2010 including plans for the financial year 2010/11

INTRODUCTION

1.

Derbyshire Police Authority approved and adopted a Code of Corporate Governance at its meeting on
30 April 2009 which is consistent with the principles of the CIPFA/SOLACE Framework: Delivering Good
Governance in Local Government. A copy can be obtained from the Chief Executive, Derbyshire Police
Authority, Butterley Hall, Ripley, Derbyshire, DE5 3RS. It is also available on the Authority website
www.derbyshire.police.uk/policeauthority

This statement explains how the Authority has complied with the code and also meets the requirements
of Regulation 4({2] of the Accounts and Audit Regulations 2003 as amended by the Accounts and Audit
{Amendment) (England) Regulations 2006 in relation to the publication of a statement on internal
control.

SCOPE AND RESPONSIBILITY

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

Derbyshire Police Authority is responsible under the Police Act 1996 to secure an efficient and effective
police force for Derbyshire. The Police Authority also has a duty under the Local Government Act 1999
to arrange to secure continuous improvement in the way in which its functions are exercised, having
regards to a combination of economy, efficiency and effectiveness.

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

THE PURPOSE OF THE GOVERNANCE FRAMEWORK

6.

The governance framework has been in place at Derbyshire Police Authority for the year ending 31%
March 2010 and up to the date of the approval of the Statement of Accounts 2008/10.

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 accounts to and engages with the
community. It enables the Authority to monitor the achievement of its strategic objectives and to
consider whether these objectives have led to the delivery of appropriate, cost-effective services,
including achieving value for money.

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

Although the Chief Constable is responsible for operational policing matters, the direction and control of
police personnel and for putting in place proper arrangements for the governance of the Force, the
Authority is required to hold him/her to account for the exercise of those functions and those of the
persons under his/her direction and control. [t therefore follows that the Authority must satisfy itself that
the Force has appropriate mechanisms in place for the maintenance of good governance, and that
these operate in practice.
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THE INTERNAL CONTROL ENVIRONMENT

10.

1.

12.

13.

14.

15.

16.

The following documents establish the policies, aims and objectives at a high level:

The three year strategic Policing Plan reflecting local and national priorities
The Authority’s Business Plan

The Medium Term Financial Plan

Strategic Risk Registers (Force and Authority)

The Authority’s Code of Corporate Governance

* & & o

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

The Internal Control environment supports the Police Authority in establishing, implementing and
monitoring policies and objectives. The Police Authority, in consultation with the Chief Constable,
approves the annual policing objectives linked to the three-year Strategic Policing Plan, the Medium
Term Financial Plan and the Risk Registers. The Policing Plan takes into account the views of local
partnerships, the local community and fully supports the direction set by Government in the National
Policing Plan. These objectives are used to direct resources and manage activity and risk. Priorities for
Derbyshire Police Authority for 2009/10 were: -

= Deliver the Policing Pledge — to increase public confidence and satisfaction levels.

= Develop further neighbourhood and citizen focused policing — to minimise community
harm from anti-social behaviour and delinquent peer groups.

= Protect people from the harm caused by terrorism and other serious and organised
crime — to deal with those involved in terrorism, extremism or organised criminal activity and fo
reduce the threat from dangerous offenders particularly towards the most vulnerable people in
our society.

= Reduce violent crime — to reduce violent crime

= Keep the number of thefts from vehicles, shops and people’s homes down and detection
rates higher — to increase public confidence and satisfaction levels.

= To manage our resources efficiently and effectively.

The activities of the Force are further governed by the vision, corporate values, principles and
behaviours that have been agreed by Derbyshire Police Authority and the Force.

The Police Authority receives regular reports from the Chief Constable, Chief Executive and the
Treasurer on the implementation of these objectives, financial management and emerging issues. This
is supplemented by a range of policies and processes to support the operation of the Authority, including
a scheme of delegation to officers, standing orders relating to the business of the Authority, and a code
of conduct for members.

The financial management of the Police Authority is integrated with and influenced by many of the
above processes, and includes processes for forward planning of expenditure and resources; budget
consultation, setting and monitoring; and completion of final accounts, all 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 thereto, and to reflect the Police
Authority's current political and management structure and business activities.

In order to ensure compliance with policies, procedures and statutory requirements, the Police Authority
has a range of controls and processes in place, as set out below. These processes also assist the
Authority to ensure the economical, effective and efficient use of resources, and to secure continuous
improvement in exercising its functions, providing for an effective performance management and
reporting process.
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17.

18.

Members of the Authority sit on groups at all levels within the Force and the Force regularly provides the
Authority with information on performance, finance and risk management. There are direct links
between the Force project boards and the Authority committees and panels, including the fact that
Members sit on the board that most closely links with the relevant committee or panel.

The Corporate Governance Committee of the Police Authority is specifically charged with overseeing
the corporate governance process. It carries out the role of an audit committee; it reviews the full Annual
Governance Statement and recommends an abridged version to the Finance Administration and
Resources Committee for inclusion in the annual Statement of Accounts. Also as part of the year end
process, an annual report for each commitiee is prepared which includes a review of the Committee
Action Plan to determine a year-end position.

REVIEW OF THE CODE OF CORPORATE GOVERNANCE 2009/10

19.

20.

In adopting its Code the Authority undertook to demonstrate 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 local area.

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

c. Promoting values for the authority and demonstrating the values of good governance
through upholding high standards of conduct and behaviour.

d. Taking informed and transparent decisions which are subject to effective scrutiny and
managing risk.

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

f. Engaging with local people and other stakeholders to ensure robust public
accountability.

Attached at Appendix 1 to the Corporate Governance Committee report of 17 June 2010 is a review of
these six areas with EOAS comment as to how these have been achieved. This review evaluates how
well the Authority has met its own code in 2009/10, provides an update on delivery of planned
improvements from 2008/09, and identifies what areas of work will be reviewed or improved in 2010/11.

DELIVERING THE GOVERNANCE FRAMEWORK

21.

22.

23.

24.

25.

26.

The Authority and Force are committed to maintaining an effective governance framework.

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

External Inspection activity includes HM Inspectorate of Constabulary and the Audit Commission, who
have appointed the District Audit service as the Authority’s external auditors. RSMTenon provides the
internal audit service.

The Standards Committee is responsible for promoting and maintaining high standards of conduct of
Police Authority members by monitoring compliance with the Members' Code of Conduct and the
Members’ Register of Interests.

The Professional Standards Panel oversees officer and employee standards across the Force as a
whole and is supported by an effective Professional Standards Department. 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 Force.

The Performance Monitoring and Targeting Panel enhances the role of Police Authority members in
setting performance targets and monitoring delivery against those targets. As it meets as a Panel, it is
also able to carry out more robust and detailed scrutiny of performance, so providing depth to the
performance function. A dedicated performance management officer supports this function.
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27.

The Force has made a significant commitment to risk management via the Strategic Risk Management
Group and through its Strategic Risk Assessment. Over recent years it has sought to bring together the
assessment of organisational and operational risks. This process has engaged Police Authority
Members and partners 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, Derbyshire Police Authority was selected to assist the Audit Commission and HMIC
as the first pilot authority to undergo Police Authority inspection. An internal report (not publicly
available) has assisted the Authority in gaining assurance that its activities are comprehensive and
robust. .

Formal inspection for Derbyshire Police Authority is expected to take place in 2010/11 although other
inspection regimes (Comprehensive Area Assessment and Use of Resources inspections) have recently
been abolished.

REVIEW OF EFFECTIVENESS OF INTERNAL CONTROL

30.

31.

32.

33.

34.

35.

36.

The Derbyshire Police Authority has responsibility for conducting, at least annually, the review of the
effectiveness of the system of internal control. The review of effectiveness of the system of internal
control is informed by the work of the internal auditors and the managers within the Force and Authority
who have responsibility for the development and maintenance of the internal control environment. it is
also informed by the comments received from external auditors, inspectorates and other agencies.

There are a number of ongoing processes, which review effectiveness from several different
perspectives, and these are explained at Appendix 2 to the Corporate Governance Committee report of
17 June 2010.

Management Assurance statements were provided to the Treasurer and Chief Executive by individual
Senior Officers, Directors, Heads of Department and Business Managers to provide confirmation on the
status of the internal control environment within their areas of responsibility. Action plans are in place,
monitored by the Corporate Governance Committee, where areas need attention.

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

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

The Internal Audit Annual Assurance Statement opinion regarding the adequacy and effectiveness of
the arrangements for governance, risk management and control is classified as GREEN.

In addition to the above formal review, assurance is provided throughout the year through:

The framework of regular management information.

Internal audit reviews, advisory reports and progress reports.
Performance monitoring arrangements.

The role of the Professional Standards Department.

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

® o s o @

SIGNIFICANT INTERNAL CONTROL ISSUES

37.

Significant Internal Control Issues 2009/10 — There were no significant control issues identified during
the year and the system of Internal Control is considered to have operated adequately in 2009/10. At
the time of writing, the annual accounts for 2009/10 have not yet been audited. There are no known
post balance sheet events. There were no significant control issues identified and reported in the
Statement of Accounts for 2008/09.
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38. In looking forward, there will be serious challenges to be faced not only in 2010/11 but thereafter, with
the inevitable pressure on resources and large reductions in funding anticipated. The Derbyshire Police
Authority and the Derbyshire Constabulary are committed to delivering a high quality policing service
and have already started, through the ‘Moving Forward’ Programme to identify even more efficiency
savings and release resources to further address risk and threat. The organisation is also looking to
make savings by reducing bureaucracy, and it is accepted that there may be some areas where
reducing control and cost increases risk.

SUMMARY

39. In 2009/2010 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 Corporate Governance Committee has expressed its satisfaction at the improved
level of reporting 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
steps 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:

M Geeas.

Mick Creedon
Chief Constable Derbyshire Police
Date 15 June 2010

=R

Janet Birkin
Chair to the Police Authority
Date 15 June 2010

Simon Bate OBE
Chief Executive to the Police Authority
Date 15 June 2010
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Independent auditor’'s report to Members of Derbyshire 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 2010 under the Audit Commission Act 1998. The accounting
statements comprise the Income and Expenditure Account, Statement of
Movement on the General Fund Balance, Balance Sheet, Statement of Total
Recognised Gains and Losses, 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 accounting 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 Il of the Audit Commission Act 1998 and for no other
purpose, as set out in paragraph 49 of the Statement of Responsibilities of
Auditors and of Audited Bodies published by the Audit Commission in April

2008.

Respective responsibiiities of the Treasurer and auditors

The Treasurer's responsibilities for preparing the accounting statements,
including the police pension fund accounting statements, in accordance with
applicable laws and regulations and the Code of Practice on Local Authority
Accounting in the United Kingdom 2009: A Statement of Recommended
Practice 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).

| report to you my opinion as to whether the accounting statements, the police
pension fund accounting statements and related notes give a true and fair
view, in accordance with applicable laws and regulations and the Code of
Practice on Local Authority Accounting in the United Kingdom 2009: A
Statement of Recommended Practice, of:

» the financial position of the Authority and its income and expenditure
for the year; and

= the financial transactions of its police pension fund during the year and
the amount and disposition of the fund’s assets and liabilities, other
than liabilities 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 statement is misleading or
inconsistent with other information | am aware of from my audit of the
accounting statements. | am not required to consider, nor have | considered,
whether the governance statement covers all risks and controls. Neither am |
required to form an opinion on the effectiveness of the Authority’s corporate
governance procedures or its risk and control procedures.

I read other information published with the accounting statements, the police
pension fund accounting statements and related notes and consider whether
it is consistent with the audited accounting statements, the police pension
fund accounting statements and related notes. This other information
comprises the Explanatory 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 to
the amounts and disclosures in the accounting statements, the police pension
fund accounting statements 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 to the Authority’s circumstances, consistently applied and

adequately disclosed.

I planned and performed my audit so as to obtain all the information and
explanations which | considered necessary in order to 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 | also evaluated the overall
adequacy of the presentation of information in the accounting statements, the
police pension fund accounting statements and related notes.
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Opinion
In my opinion:

The accounting statements and related notes give a true and fair view, in
accordance with applicable laws and regulations and the Code of Practice on
Local Authority Accounting in the United Kingdom 2009: A Statement of
Recommended Practice, of the financial position of the Authority as at 31
March 2010 and its income and expenditure for the year then ended; and

The police pension fund accounting statements give a true and fair view, in
accordance with the Code of Practice on Local Authority Accounting in the
United Kingdom 2009: A Statement of Recommended Practice, of the
financial transactions of the police pension fund during the year ended 31
March 2010 and the amount and disposition of the fund’s assets and liabilities
as at 31 March 2010, other than liabilities to pay pensions and other benefits
after the end of the scheme year.

Conclusion on arrangements for securing economy, sfficiency and
effectiveness in the use of resources

Authority’s Responsibilities

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

Auditor’'s Responsibilities

| 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 its 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 published in
May 2008 and updated in October 2009. | report if significant matters 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 aspects of the Authority’s arrangements for securing
economy, efficiency and effectiveness in its use of resources are operating

effectively.

Conclusion
| 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 May 2008 and updated in October 2009, and
the supporting guidance, | am satisfied that, in all significant respects,
Derbyshire Police Authority made proper arrangements to secure economy,
efficiency and effectiveness in its use of resources for the year ended 31

March 2010.
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Certificate
| certify that | have completed the audit of the accounts in accordance with the
requirements of the Audit Commission Act 1998 and the Code of Audit

Practice issued by the Audit Commission.

——

John Cornett, District Auditor
Officer of the Audit Commission

Rivermead House
Lewis Court
Grove Park
Enderby
Leicestershire
LE19 1SU

2ot September 2010
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STATEMENT OF ACCOUNTING POLICIES

General Principles

The Police Authority’s accounts have been prepared in accordance with the accounting principles
contained within the Code of Practice on Local Authority Accounting in the United Kingdom 2009 issued
by the Chartered Institute of Public Finance & Accountancy (CIPFA) and the Statement of
Recommended Practice (SORP) on the application of Financial Reporting Standards (FRS's). Unless
otherwise indicated the accounting practices adhere to the fundamental concepts contained in FRS18.

Debtors & 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 included 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. An exception to this is that no accrual
has been made for Time off in lieu outstanding as at 31 March 2010.

Accounting for Local Taxes
In accordance with the SORP, the accounts include appropriate shares of Council Tax debtors and
creditors from billing authorities in the Income and Expenditure Account (Precepts) and Balance Sheet.

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

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

Details of provisions held at 31° March 2010 are shown in Note 30 to the accounts.

Reserves & Balances

In accordance with the Code of Practice the Police Authority's reserves are analysed between those
reserves which are ‘earmarked’ for specific purposes and those reserves which are available to
generally support the budget. The intended use of 'earmarked’ reserves is shown in Note 36 to the
accounts.

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

Government Grants & Contributions

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

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

Capital grants and contributions are also 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 released 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 they are received.

Pensions
The Authority participates in 2 different pension schemes;

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

Derbyshire Police Authority - Final Accounts 2009/10 16



The funding arrangements for the police officers pension scheme changed on 1 April 2006.
Before April 2006 each Police Authority was responsible for paying the pensions of its former
officers on a “pay as you go” basis. From April 2006 there is 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 Fund are specified by
regulation. This account is shown on page 54. Officer's contributions and the new employer's
contribution are paid into the pensions account from which pension payments are then made.
This will be topped up as necessary by the Home Office if the contributions are insufficient to
meet the cost of pensions payments. Any surplus will be recouped by the Home Office. Injury
awards and ill health retirements will continue to be paid from the Authority’s Income and
Expenditure Account.

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

b) Other Employees

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

The Accounts show the full implementation of FRS17 on Retirement Benefits. The main effect of this is
the recognition of the net liability 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 reconciling entries in the Statement of Movement on the General
Reserve Balance back to the true cost of pensions for the purposes of grant and local taxation).

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

Assets in the Local Government Pension scheme are included in the Balance Sheet at their fair value:
» Quoted & Unitised securities — Current Bid Price
+ Unquoted securities — Professional Estimate
« Property — Market Value

Notes on Pensions are included on pages 33 to 37 of the accounts.

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

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
2009. The full cost of overheads and support services are shared between users in proportion to the
benefits received, with the exception of:

« Corporate and Democratic Core — costs relating to the authority’s status as a democratic
organisation.
*  Non Distributed Costs — the cost of discretionary benefits awarded to employees retiring early.

These two cost categories are accounted for as separate headings in the Income and Expenditure
Account (Objective Analysis), as part of Net Cost of Services.
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Fixed Assets - Intangible

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

Fixed Assets - Tangible
Tangible assets are assets that have physical substance and are held for use in the provision of
services or for administrative purposes on a continuing basis.

Recognition and Measurement

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

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

Non operational assets and assets surplus to requirements are included in the balance sheet at net
realisable value. These assets are valued at Market Value. Surplus properties are those assets held for
disposal. Assets under construction are also classed as non operational assets, these are held in the
balance sheet at historical cost until completed, whereupon they will be valued and included in the
balance sheet as operational assets. Under the latest valuation Police Houses have been reclassified
from non operational to operational from 1 April 2009.

No allowance in the valuation is made for any costs of sale or any liability for taxation, including VAT,
which may arise upon a disposal.

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

Revaluation

Assets included in the balance sheet at current value are revalued where there have been material
changes in the value, but as a minimum every five years. Increases in valuations are matched by
credits to the Revaluation Reserve to recognise unrealised gains. Exceptionally, gains might be
credited to the Income and Expenditure Account where they arise from the reversal of an impairment
loss previously charged to a service revenue account.

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

A full revaluation of assets has been completed as at 1 April 2009.

Impairments
The values of each category of assets and of material individual assets that are not being depreciated

are reviewed at the end of each financial year for evidence of reductions in value. Where impairment is
identified as part of this review or as a result of a valuation exercise, this is accounted for by:

*  Where attributable to the clear consumption of economic benefits — the loss is charged to the
service revenue account.

s Otherwise — written off against any revaluation gains attributable to the relevant asset in the
Revaluation Reserve, with any excess charged to the service revenue account

Where an impairment loss is charged to the Income and Expenditure Account but there were

accumulated revaluation gains in the Revaluation Reserve for that asset, an amount up to the value of
the loss is transferred from the Revaluation Reserve to the Capital Adjustment Account.
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Disposals
When an asset is disposed of or decommissioned, the value of the asset in the balance sheet is written

off to the Income and Expenditure Account as part of the gain or loss on disposal. Receipts from
disposals are credited to the Income and Expenditure Account as part of the gain or loss on disposal (ie
netted off against the carrying value of the asset at the time of the disposal). Any revaluation gains in
the Revaluation Reserve are transferred to the Capital Adjustment Account. Amounts in excess of
£10,000 are categorised as capital receipts. The balance of receipts is required to be credited to the
Capital Receipts Reserve, and can then only be used to finance new capital investment or set aside to
reduce the authority’s underlying need to borrow (the capital financing requirement). Receipts are
appropriated to the Reserve from the Statement of Movement on the General Reserve Balance.

The written off value of disposals is not a charge against council tax, as the cost of fixed assets is fully

provided for under separate arrangements for capital financing. Amounts are appropriated to the
Capital Adjustment Account from the Statement of Movement on the General Reserve Balance.

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

Land Nil

Vehicles Over the life of the asset (3-10 years)

IT/Communications Equipment Over the life of the asset (3-10 years) Majority of assets
are 5 or 7 years

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

Non Operational Buildings Nil

Surplus properties Nil

Assets under Construction Nit

it is the Authority’s policy not to charge depreciation in the year of acquisition but a full year's charge is
made in the year of disposal. Depreciation is charged to the Income and expenditure account and is
reversed out through the Statement of Movement on the General Reserve Balance.

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

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

s depreciation attributable to the assets used;
impairment losses attributable to the clear consumption of economic benefits on tangible fixed
assets used by the service and other loses where there are no accumulated gains in the
Revaluation Reserve against which they can be written off;

e amortisation of intangible fixed assets.

The Authority is not required to raise council tax to cover depreciation, impairment losses or
amortisations. However, it is required to make an annual provision from revenue to contribute towards
the reduction in its overall borrowing requirement (Minimum Revenue Provision (MRP)). Authorities are
required to prepare an annual statement of their policy on making MRP, in accordance with statutory
guidance this should be calculated on a prudent basis. The statutory guidance gave 4 options. The
policy for Derbyshire is:
e For Supported Capital Expenditure, the MRP Policy will be based on the Capital Financing
Requirement at 4% of the opening balance (Option 2).
»  For unsupported borrowing the MRP policy will be based on the Asset Life Method, equal
instalment over the life of the asset (Option 3)
e For PFl contracts that are deemed to be on balance sheet, the MRP requirement would be
regarded as met by a charge equal to the element of the charge that goes to write down the
balance sheet liability.
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Depreciation, impairment losses and amortisations are therefore replaced by revenue provision in the
Statement of Movement on the General Reserve Balance, by way of an adjusting transaction with the
Capital Adjustment Account for the difference between the two.

As well as MRP, the Authority also made an additional voluntary repayment of £14k in 2009/10 for debt
relating to the Helicopter.

Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions but does not
result in the creation of 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
existing capital resources or by borrowing, a transfer to the Capital Adjustment Account then reverses
out the amounts charged in the Statement of Movement on the General Reserve Balance so there is no
impact on the level of council tax.

Leasing Charges

The Authority 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 rental are not shown
in the Balance sheet.

Financial Liabilities and Financial Assets

Financial liabilities are initially measured at fair value and carried at their amortised cost. Annual
charges to the Income and Expenditure Account for interest payable are based on the carrying amount
of the liability, multiplied by the effective rate of interest for the instrument. For most of the borrowings
that the Authority has, this means that the amount presented in the Balance Sheet is the outstanding
principal repayable (plus accrued interest) and interest charged fo the Income and Expenditure Account
is the amount payable for the year in the loan agreement.

Financial assets are classified into two types: -
« loans and receivables — assets that have fixed or determinable payments but are not quoted in
an active market
* available-for-sale assets — assets that have a quoted market price and/or do not have fixed or
determinable payments.

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

Loans and receivables are initially measured at fair value and carried at their amortised cost. Annual
credits to the Income and Expenditure Account for interest receivable are based on the carrying amount
of the asset muiltiplied by the effective rate of interest for the instrument. For most of the ioans that the
Authority has made, this means that the amount presented in the Balance Sheet is the outstanding
principal receivable (plus accrued interest) and interest credited to the Income and Expenditure
Account is the amount receivable for the year in the loan agreement.

Stocks & Stores
Stocks are included in the Balance Sheet at the lower of cost or net realisable value.

Comparison with Previous Years

The 2009/10 Statement of Accounts reflects the financial position of Derbyshire Police Authority. To
assist the reader the financial statements provide a comparison with the 2008/09 accounts. These have
been restated for the changes to PFI and the need to account for local taxes.

Private Finance Initiative (PFI)

The Authority has entered into two PFl arrangements, llkeston Police Station and D Divisional HQ at
Derby. The first affected the accounts from 1998/99, the second from 2000/01. Both have a continuing
commitment by the Authority for 30 years. PF! contracts are agreements to receive services, where the
responsibility for making available the fixed assets needed to provide the services passes to the PFI
contractor. As the Authority is deemed to control the services that are provided under its PFl schemes
and has control over the residual interest in the property at the end of the arrangement, the Authority
carries the fixed assets under the contracts on the Balance Sheet.

The original recognition of these fixed assets was balanced by the recognition of a liability for amounts
due to the scheme operator to pay for the assets.
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Fixed assets recognised on the Balance Sheet are revalued and depreciated in the same way as
property, plant and equipment owned by the Authority. As such they were revalued as at 1 April 2008
and for the five yearly revaluation as at 1 April 2009.

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

« fair value of the services received during the year —~ debited to the Income and Expenditure
Account

» finance cost — an interest charge of 9.114% for likeston PFI and 8.425% for Derby PFI on the
outstanding Balance Sheet Liability, debited to Interest Payable and Similar Charges in the
Income and Expenditure Account

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

¢ payment towards liability — applied to write down the balance sheet liability towards the PFI
contractor. This is also the MRP charge for PFI schemes.

* Lifecycle replacement costs — recognised as fixed assets on the Balance Sheet.

As these changes are a change in Accounting Policy the 2008/09 Accounts have been restated.

North Midland Helicopter Support Unit (NMHSU)

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

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

East Midlands Special Operations Unit (EMSQOU)

Derbyshire is part of a joint arrangement with the East Midland forces for special operations. EMSOU
was formed on the 1 January 2003 and is responsible for undertaking special operations across
Leicestershire, Nottinghamshire, Derbyshire, Lincolnshire and Northamptonshire. Leicestershire acts
as lead Authority. Derbyshire make an annual contribution to the unit which for 2009/10 was £683,236.
The accounts include a share of the assets, liabilities, income, expenditure and cash flows of EMSOU
(Derbyshires’ share is 22% based on the current resourcing model for the unit).
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Restated
Actual
Expenditure
2008/09
£000

87,297
44,501
369
1,217
22,120
6,976
4,581
16,153
3,922

0

4,519
(2,630)
8,213
626

19
197,883

(25,842)

172,041

59

422

2,152
(2,553
68,303
240,424
(45,741)
(63,422)

(8,262)
( 48,120)

165,545
74,879

Derbyshire Police Authority
Income & Expenditure Account for Year Ended 31 March 2010

Subjective Analysis

Gross Expenditure

Police Pay & Allowances

Police Staff Pay & Allowances (Note 14b}
Other Pay and Allowances

Other Employee expenses

Police Pensions (Current Cost) (Note 14b}
Premises

Transport

Supplies & Services

Agency & Contracted Services

Central, Departmental & Technical Support

Depreciation & Debt Financing

Govt Grants Deferred Amortisation

Impairments

Revenue Expenditure Funded from Capital under Statute

Non Distributed Costs (Note 14b}
Gross Operating Expenditure

Income from fees/charges and Special Government Grant {Note 8 and 9}

Net Cost of Services

Loss on the disposal of fixed assets
Levies to national police services
- Police National Computer

Interest payable and similar charges {Note 25}
Interest & Investment income {Note 25}
Pension interest cost and expected return on pensions assets (Note 14b)

Net Operating Expenditure

Revenue Support Grant and Non domestic rate income (Note 13)
Police Grant
Home office grant payable towards the cost of retirement benefits (Note 14a)
Precepts *

DEFICIT FOR THE YEAR

* Precepts - this represents £52.452m received in the year for 2009/10 { £48.060m irr 2008/09)
plus an accrual of £0.178m in 2009/10 (£0.060m in 2008/08} under accounting for local taxes,
this is reconcited through the Statement of Movement on General Reserve Balance (see Note 1)
by a transfer to the Collection Fund Adjustment Account of the same amount.
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Actual
Expenditure
2009/10
£000

86,166
44,584
390
1,485
17,420
7,315
4,388
14,934
3,980

0

5,017
(2,757)
6,798

7

i)
191,727

(26,415)

165,312
59

423

1,907

( 424)

64,277
231,554
(47,407
(65,214

)

)
(11,138)
(52,630}

176,389
55,165
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Restated
Actual
Expenditure
2008/09
£000

85,114
13,570
17,517
7.515
9,349
9,191
19,023
7.909
1,603
19
1,231

172,041

59

422
2,152
(2,553)
68,303

240,424
(45,741)
( 63,422)
(8,262)
( 48,120}

(165,545
74,879

Restated
2008/09
£'000

74,879

(74,.879)
0
(3.000)

Derbyshire Police Authority
Income & Expenditure Account for Year Ended 31 March 2010

Obiective Analysis

Local Policing

Dealing with the Public
Criminal Justice Arrangements
Road Policing

Specialist Operations
Intelligence

Specialist investigation
Investigative Support
National Policing

Non Distributed Costs
Corporate Democratic Core

Net Cost of Police Services

Gains/Losses on Disposali of Fixed Assets
Levies to national police services
- Police National Computer
Interest payable and similar charges
Interest and Investment income
Pensions Interest Costs and Expected Return on Assets

Net Operating Expenditure
Revenue Support Grant and Non domestic rate income
Police Grant

Home office grant payable towards the cost of retirement benefits
Precepts

DEFICIT FOR THE YEAR

Statement of Movement on the General Reserve Balance

Deficit for the year on the income & Expenditure Account

Net additional amount required by statute and non-statutory
proper practices to be debited or credited to the General Reserve
Balance for the year

Decrease/{increase) in General Reserve Balance for the Year
General Reserve Balance brought forward

General Reserve Balance carried forward
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{Note 25}
{Note 25}
{Note 14b)

{Note 13}

{Note 14a}

{Note 1}

Gross Gross Actual Net
Expenditure Income Expenditure
2008/10 2009/10 2009/10
£°000 £'000 £000
93,018 (11,346) 81,672
14,148 (1,076) 13,072
19,402 (2,534) 16,868
8,219 (1,015) 7,204
10,200 {1,250) 8,950
10,570 (1,749) 8,821
18,310 (1,084 18,226
8,031 ( 455} 7,576
7,492 (5,904) 1,588
4] 0 0
1,337 (2) 1,335
191,727 (26,415) 165,312
59
423
1,807
(424)
64,277
231,554
(47,407)
(65,214)
{11,138}
{ 52,630}
(176,389)

55,165

2009/10
£'000

55,165

( 55,465)

(300}
(3,000}
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Statement of Total Recognised Gains and Losses

This statement brings together all the gains and losses 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
assets and re-measurement of the net liability to cover the cost of retirement benefits.

Restated
2008/09 2009/10
£000 £000
74,879 Deficit for year on Income and Expenditure Account 55,165
(2,461) Gain arising on revaluation of Fixed Assets (2,913)
(138,670) Actuarial (Gains)/Losses on pension fund assets/liabilities 433,866

(29) Any other Gains and Losses -

(66,281) Total Recognised (Gains)/ Losses 486,118

Derbyshire Police Authority - Final Accounts 2009/10
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Restated
As at
31/03/09

£000

1,187

48,261

2,866
51,127
52,314

52,314

34,426
1,024
295
14,365
50,110

( 580)
(86}

( 15,503)
(970)

( 2,460)
(19,599}

30,511

82,825

(8,903)
(842)
(16,194)
(1,076)
( 8,855)
( 5,543)

( 927,546)

(968,959)

(886,134)

2,461
14,383
12

0

3.000
222
21,324
(927,548)

(886,134)

Derbyshire Police Authority

Balance Sheet

Fixed Assets
Intangible Fixed Assets

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

Current Assets

Temporary Investments

Cash

Stocks & Stores

Debtors (includes payments in advance)

Current Liabilities

Short Term Borrowing (PWLB & Deferred Liabilities under 1yr)
Short Term PFI Liabilities

Creditors (inciudes receipts in advance)

Other liabilities

Cash Overdrawn

NET CURRENT ASSETS
TOTAL ASSETS

Long Term Liabilities

Long Term Borrowing

Deferred Liabilities

PFl Finance Lease liabilities

Provisions

Government Grants - Deferred Account
Government Grants Unapplied
Pensions Liability (FRS17)

TOTAL ASSETS LESS LIABILITIES

Financed By:

Revaluation Reserve

Capital Adjustment Account
Collection Fund Adjustment Account
Usable Capital Receipts Reserve
General Reserves / Balances
Earmarked Reserves (EMSOU)
Earmarked Reserves

Pensions Reserve (FRS17)

TOTAL NET WORTH

Derbyshire Police Authority - Final Accounts 2009/10

Notes

(17)

(18) - (19)

{24)

(22)

(24)
(28)
(23

(24}
(24)
{28)
(30)
(32)

(15b}

(33)
(34)
(40}
(35
(40)
(40}
(36, 40, 41)
(15b)

As at
31/03/10

£'000
1,460

55,325
182
55,507
56,967

56,967

25,388
1,120
209
12,640
39,357

( 658)
(181)
(12,459)
(1,002)
(2,074)
(16,464)

22,893

79,860

(8,437)
(781)
(16,014)
(1,550)
(10,065)
(4,497)

( 1,410,788)
(1,452,112)

(1,372,252)

5,295
8,815

190

0

3,300

227

20,709
(1,410,788)

(1,372,252)
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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.

Restated
2008/09 2009/10
£'000s £'000s
(597) Revenue Activities Net Cash Flow (3,218)
Returns on Investments and Servicing of Finance
Cash outflows
1,986 Interest Paid 2,185
Cash inflows
(2,449) Interest Received (1,020)
Capital Activities
Cash outflows
8,959 Purchase of fixed assets 14,289
Cash inflows
(8) Sale of fixed assets (164)
(2,791) Capital Grants received (4,005)
0 Other Capital Cash Income / Payments (66)
(2,799) (4,235)
5,100 Net cash (inflow)/ outflow before financing 8,001
Management of Liquid Resources
(5,913) Net increase/(decrease) in short term deposits (9,038)
Financing
Cash outflows
1,062 Repayment of Loans 555
Cash inflows
0 New loans raised 0
(3) Loans repaid - long term debtors 0
246 (Increase)/ Decrease in cash (482)
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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.
Restated
2008/09 2009/10
£000 £000
Amounts inciuded in the Income & Expenditure Account but required by
statute to be excluded when determining the Movement on the General
Reserve Balance for the year
(441) | Amortisation of intangible fixed assets (421)
(12,388) | Depreciation and impairment of fixed assets (11,480)
2,630 | Government Grants Deferred Amortisation 2,757
393 | Revenue Expenditure Funded from Capital under Statute financing 0
(626) | Revenue Expenditure Funded from Capital under Statute (7)
(211) | Net loss on sale of fixed assets (282)
60 | Movement to Collection Fund Adjustment Account 178
(95.942) | Net charges made for retirement benefits in accordance with FRS17 (85,332}
(106,525) (94,587)
Amounts not incliuded in the Income & Expenditure Account but required
to be included by statute when determining the Movement on the
General Reserve Balance for the year
885 | Minimum Revenue Provision for capital financing 499
1,108 | Capital expenditure charged in-year to the General Fund Balance 372
Capital expenditure PFi Lifecycle 522
Employer’s contributions payable to the pensions account and retirement
24,010 | benefits payable direct to pensioners 24,817
Additional contribution to the pension fund to balance the deficit on the fund
8,262 | account {met by Home Office grant) 11,138
34,265 37,348
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
176 | Voluntary Revenue Provision for capital financing 14
(2,795) | Net transfer to or from earmarked reserves 1.760
(2,619} 1,774
Net additional amount required to be credited to the General Reserve
(74,879} | balance for the year (55,465)

Note 2 Prior Year Adjustments

As a result of changes in Accounting Policy with regard to PFl and Accounting for Local Taxes
a prior year adjustment has been made fo the accounts.

This affects the Income and Expenditure account in several places for PFI and affects
precepts for Accounting for Local Taxes. This is offset by adjustments in the Statement of
movement to the General Reserve Balance as shown below

Extract from Income and Expenditure Account

2008/09 Adjustments | 2008/09 2009/10
Prior Year PFl and Prior Year Net
Before Local Taxes Net Expenditure
Adjustments expenditure
£'000 £000 £'000 £000
167,004 5,037 172,041 Net Cost of Services 165,312
725 1,427 2,152 Interest and Investment Income 1,907
233,960 6,464 240,424 Net Operating Expenditure 231,554
(48,060) (60) (48,120} Precepts (52,830)
68,475 6,404 74,879 Deficit for year 55,165
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Note 3

Extract from Statement of movement on the General Reserve Balance

2008/09 Adjustments | 2008/09 2009/10
Prior Year PFl and Prior Year Net
Before Local Taxes Net Expenditure
Adjustments expenditure
£'000 £'000 £'000 £000
(5,477) (6,911) (12,388) Depreciation & Impairments (11,480)
0 60 60 Movement to Collection Fund 178
Adjustment Account
438 447 885 Minimum Revenue Provision 499
(68,475} (6,404) (74,879) Net additional amount required to be (55,465)

credited to the General Reserve
balance for the year

The changes also affect the Balance Sheet for the creation of the asset and liability to the
balance sheet for PFl and for the proportion of debtors and creditors for Accounting for Local

taxes.

Extract from Balance Sheet

31 March 09 | Adjustments | 31 March 09 31 March 10
Before PFl and
Adjustments | Local Taxes
£000 £'000 £000 £'000
38,437 9,824 48,261 Operational Assets 55,325
12,256 2,109 14,365 Debtors 12,640
(13,408) (2,097) (15,503) Creditors (12,459)
0 (86) (86) PFi Finance Lease Liabilities S/T (181)
73,075 9,750 82,825 Total Assets 79,860
0 (16,194) (16,194) PFi Finance Lease Liabilities L/T (16,014)
(879,690) (6,444) {886,134) Total Assets Less Liabilities (1,372,252)
10 2,451 2,461 Revaluation Reserve 5,295
23,300 (8,907) 14,393 Capital Adjustment Account 8,815
4] 12 12 Collection Fund Adjustment Account 190
(879,690) (6,444) (886,134) Total Net Worth (1,372,252)

The changes also affect the Statement of Total recognised Gains and losses for the changes
in the Income and Expenditure Deficit for PFl and Accounting for Local Taxes and changes in
the revaluation reserve for PF| assets.

Extract from Statement of Total Recognised Gains and Losses

2008/09 2009/10
£'000 £°000
Total recognised gains and losses (70,234) 486,118
Prior year adjustment Income and Expenditure Deficit 6,404
Prior year adjustment increase in revaluation gains (2,451)
Total gains and losses recognised since published Statement of (66,281) 486,118
Accounts for 2008/09

Minimum Revenue Provision

The Local Authorities (Capital Finance and Accounting) Regulations 2003 requires the
Authority to set aside an amount from revenue each year to provide for the repayment of

loans. This amount is the Minimum Revenue Provision (MRP).

Authorities are required to

prepare an annual statement of their policy on making MRP, in accordance with statutory

guidance this should be calculated on a prudent basis. The policy for 2009/10 was

¢ For Supported Capital Expenditure, the MRP Policy will be based on the Capital Financing
Requirement at 4% of the opening balance (Option 2).
e For unsupported borrowing the MRP policy will be based on the Asset Life Method, equal
instalment over the life of the asset (Option 3)
s For PFI contracts that are deemed to be on balance sheet, the MRP requirement would
be regarded as met by a charge equal to the element of the charge that goes to write
down the balance sheet liability.

In 2009/10 the MRP is £498,684 (£885,125 in 2008/09).

Derbyshire Police Authority - Final Accounts 2009/10
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Note 4 Operating Leases

Equipment

The SORP requires that where hire purchase contracts bear the characteristics of an operating
lease they should be accounted for in the same way as operating leases and disclosed in the
Accounts. The Authority has a contract for Hired Photocopiers which was renewed from
December 2009 for five years. In 2009/10 £48,676 was spent on rental payments (£52,515 in
2008/09). The Authority also makes rental payments for Livescan units (an electronic system
for taking fingerprints), this was originally piloted at Ripley custody unit and was rolled out
across the Force under a five year contract. In 2009/10 £105,000 was spent on rental
payments (£105,000 in 2008/09).

As at 31% March 2010, outstanding commitments in respect of Equipment leases were: -

£'000
Within 12 Months 154
Between 2 and 5 years 334

Land and Buildings

The Authority leases a number of buildings, which have been accounted for as an operating
lease. In 2009/10 £540,373 was paid for the lease of land and buildings (£524,841 in
2008/09). The majority of these leases are less than £10,000 per annum.

As at 31° March 2010, outstanding commitments in respect of property leases were: -

£'000
Within 12 Months 529
Between 2 and 5 years 1,657
More than 5 years 2,520

Authority as Lessor

The Authority acts as lessor for a number of offices and rent received for these properties in
2009/10 was £1,231 (£13,593 in 2008/09). A further £124,542 was received for mast rental
(£124,388 in 2008/09).

Note 5 Members’ Remuneration

From 2009/10 the SORP requires all remuneration paid to members to be disclosed not just
that formally described as allowances. The fotal of members’ remuneration paid in 2009/10
(including employers NI} was £268,013. The equivalent in 2008/09 was £274,544. A list of
individual payments is available for public inspection and a summary is shown on the Police
Authority website.

Note 6 Officers Emoluments
a) A requirement of the 2009 Accounts and Audit Regulations is that the number of employees

and officers whose remuneration, was £50,000 or more in bands of £5,000 is disclosed. This
does not include employer’s pension contributions.

Remuneration Band No. Of Employees No. Of Employees
2008/09 2009/10
£50,000 - £54,999 101 108
£55,000 - £59,999 62 64
£60,000 - £64,999 16 19
£65,000 - £69,999 7 3
£70,000 - £74,999 4 6
£75,000 - £79,999 5 9
£80,000 - £84,999 5 3
£85,000 - £89,999 3 1
£90,000 - £94,999 0 1
TOTAL 203 214
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Note 6b Disclosure of remuneration for senior employees

The table below provides disclosure of the remuneration of Senior Officers and relevant Police
Officers whose salary is less than £150,000 but more than £50,000 or more per year. These
officers have not been included in the previous note.

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

Post Holder Note Total Salary Allowances Other Benefits Employer Total
Information Remuneration £ £ payments in kind pension Remuneration
2008/09 £ £ £ 2009/10
£ £

Chief Constable (CC) 1 177,127 151,285 10,736 924 3,935 32,483 199,363

Deputy CC 148,483 110,737 9,701 924 3,505 26,798 151,665

Assistant CC Support 122,082 93,840 9,512 924 3,699 22,597 130,572

Assistant CC 126,612 100,184 4,935 924 6,276 24,244 136,563

Operations

Assistant CC Special 2 128,283 96,101 8,507 120 1,213 22,248 128,189

Branch (secondment)

Director of Finance 98,990 91,103 7,000 924 14,668 113,695

Chief Executive 96,867 76,839 7,000 662 12,371 96,872

Police Authority

Treasurer Police 3 66,487 52,558 280 118 7,546 60,502

Authority

Chief Sup Corp 4 82,440 8,376 975 19,951 111,742

Services/ Temp ACC

Chief Sup Crime 5 78,567 4,411 4,389 1,197 19,014 107,578

Support/ Temp ACC

Note 7

Note 8

Derbyshire Police Authority - Final Accounts 2009/10

Note 1 -~ Included within the salary figure for the Chief Constable is a bonus of £17,057 which has been
approved but not yet taken.

Note 2 - ACC Special Branch is a secondment to ACPO TAM and costs are fully recovered.

Note 3 - Treasurer for Police Authority is a part time appointment, the full time equivalent salary is
£78,827.

Note 4 — Chief Superintendent Corporate Services carried out the role of Temporary ACC between
27/4/09 to 8/5/09 and 2/11/09 to 31/3/10 full salary details for the whole year have been shown.

Note 5 — Chief Superintendent Crime Support carried out the role of Temporary ACC between 3/8/09 to
25/9/09 and 1/3/10 to 31/3/10 full salary details for the whole year have been shown.

External Audit Fees
In 2009/10 external audit is carried out by the Audit Commission, under the Audit
Commission’s Code of Audit Practice in accordance with section 5 of the Audit Commission

Act 1998.

The Audit Fee for 2009/10 was £78,000 (£78,700 in 2008/09). Detailed below: -

2008/09 2009/10
£°000 £000
Use of Resources 32 32
Financial Statements 46 46
78 78
Other audit work 1 0
TOTAL 79 78

Gifts and Sponsorship

The Police & Magistrates Court Act 1994 permits the Police Authority to accept gifts of money,
and gifts or loans of other property. This can supplement Policing Activities. In accordance
with the Financial Management Code of Practice a Register of such items is maintained. In
2009/10 the amount 'gifted’ to the Force under this scheme was £2,238 compared to £480 for
2008/09.
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Note 9

Special and Specific Revenue Grants

Income from fees and charges of £26.4m in 2009/10 included Special and Specific Grants
from central government totalling £21.4m. These were as follows: -

GRANTS 2008/09 2009/10
£'0600 £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 4,545 4,544
Additional Rule 2 Grant 2,567 2,567
Neighbourhood Policing Grant 3,628 3,631
East Midlands Counter-Terrorism Intelligence Unit 3,592 4,403
Safety Camera Project and Road Safety 1,271 1,082
BCU Funding 815 815
Loan Charges Grant 5 5
Police National Case Preparation/Custody System/Corporate 47 0
Database/IMPACT
Grant towards specific operations 145 113
Football Policing Initiative 40 41
Special Branch — Prison Intelligence Officer 29 52
Specials Co-ordinator 3 18
Financial Investigation Doctrine Pilot 195 201
Security Grant 151 155
Business Crime Prevention Service 84 0
Confiscation of alcohol 132 O
Prevent funding 109 360
Other Home Office Grants 204 116
17,362 17,903
Criminal Justice Grants
Criminal Justice Board & No Witness No Justice 233 319
TOTAL 20,330 20,957
Regional Grants - EMSOU 451 485
Total 20,781 21,442

Note 10 Local Area Agreement

The Authority is a participant in a Local Area Agreement (LAA) — a partnership with other
public bodies, business sector and voluntary groups involving the sharing of resources to
ensure the capacity to deliver jointly agreed objectives for the people of Derbyshire. In
2009/10 the LAA completed the second year of its second three year agreement.

The purpose of the LAA is:

To form an agreement between Partners 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 priorities in consuliation with the communities of Derbyshire, in
accordance with the City and County Community Safety Strategies;

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 vulnerable, reducing inequalites and
barriers to achievement overseen by the new Comprehensive Area Assessment.

The LAA partners are:

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

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

Health, Learning and Voluntary Bodies.

Derbyshire County Council acts as the accountable body for the LAA.
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Note 11 East Midlands Special Operations Unit (EMSOU)

The East Midlands Special Operations Unit (EMSOU) was formed on the 1 January 2003 and
is responsible for undertaking special operations across Nottinghamshire, Leicestershire,
Derbyshire, Lincolnshire 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 2009/2010 was £683,236.

The following table show the accounts for the Joint Arrangements together with the balances
attributable to Derbyshire.

31 March 2009 31 March 2010
EMSOU Derbyshire Income and Expenditure EMSOU Derbyshire
Police Account Police
£000 £'000 £000 £°000
2,260 497 Employees’ Expenses 2,833 623
601 132 Premises 775 171
299 66 Transport 334 73
1,674 368 Supplies and Services 1,519 334
1,335 204 Capital Charges 322 71
6,169 1,357 Gross Operating Expenditure 5,783 1,272
(596) (131) Other Income (455) (100)
1 0 Profit and loss on disposal of (7) (2)
Fixed Assets
5,574 1,226 Net Operating Expenditure 5,321 1,170
Financed by:-
(2,100) (462) Contributions from Partners (3,106) (683)
(2,050) (451) External Grants (2,203) (485)
1,424 313 (Surplus) / Deficit for the year 12 2

Note 12 Air Support Unit

The North Midlands Helicopter Support Unit (NMHSU) is based at Derbyshire’s Police
Headquarters. The unit is a consortium funded on a 50:50 split basis by Derbyshire &
Nottinghamshire forces. This is based on a set number of flying hours by each Force. In
2008/09 the Nottinghamshire force exceeded this set number of hours and under NMHSU
policy was required to pay more. In 2009/10 neither Force flew excess hours. The Derbyshire
contribution for 2009/10 amounted to £516,963.

North Midlands Helicopter Support Unit Statement of Accounts
£000 £000
2008/09 Expenditure 2009/10
14 Employee Related Expenditure 14
28 Premises 29
714 Transport Related Expenses 620
333 Supplies & Services 335
125 Capital Financing Costs 85
1,215 1,083
Less income
- Sponsorship -
24 Other 49
24 49
1,191 Net Expenditure 1,034
Funded By:
585 Derbyshire Constabulary 517
606 Nottinghamshire Constabulary 517
1,191 1,034
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Note 13 Related Party Transactions

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

Chief Officers and Members have no related party transactions.

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

Payments Receipts
£'000 £'000

Central Government

Revenue Support Grant 8,890

Non Domestic rate income 38,517

Police Grant 65,214

Pensions Grant 11,138

Other Government Grant * 21,442
L.ocal Authority Precepts

Precepts and surpluses (including accruals) 52,630
Local Authorities

Derbyshire County Council 1,601 547

Derby City Council 559 302

* Details of government grants received can be found in Note 3 to the Accounts.
Note 14 Accounting for Pension Costs (a)

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

The Authority participates 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 into the fund so that
the liabilities are paid for evenly over the employment period. Actuarial valuations of the
fund are undertaken every three years to determine the contribution rates needed to meet
its liabilities. The next valuation will be in 2010/11 for the period commencing 1 April 2011.
The 2009/10 employer contribution of £5,539k representing 16.1% of gross pay. This is in
line with pension costs necessary to be provided in accordance with FRS17 "Retirement
Benefits”.

In addition to contributions to the Pension fund the Police Authority is responsible for
compensation payments in the form of “added years” awarded on premature retirement.
In 2009/10 these amounted to £34k

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

e The Police Pension Scheme for police officers is an unfunded single employer defined
benefit scheme. This means it provides pensions and other retirement benefits for police
officers based on final salaries but there are no investment assets built up to meet the
pensions liabilities. Two schemes are operated. The 1987 Police Pension Scheme is
based on a maximum pensionable service of 30 years, whilst the 2006 New Police
Pension Scheme (effective for police officers commencing from April 2006 onwards) is
based on a maximum pensionable service of 35 years.
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From April 2006 the method of financing Police Officers pensions changed. A new
Pensions Account was set up from April 2006. Officers’ contributions and an 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
insufficient to meet the cost of pensions payments. Any surplus will be recouped by the
Home Office. In 2009/10 a Top up grant of £11,138k was received from the Home Office.
In 2009/10, employers’ contributions amounted to £17,359k, representing 24.2% of
pensionable salary. The rate from 1 April 2010 is again 24.2% and this will be reviewed
by the Government Actuary’s Department during 2010/11 for the period commencing 1
April 2011. In addition, a payment into the Pensions Fund Account to reimburse the costs
of benefits becoming payable early due to ill-health retirement must be made by the
Authority. In 2009/10, a payment of £276k was made. Injury-related payments amounted
to £1,609k and these were paid from the Authority’s Income and Expenditure Account.
The Pensions Fund Account is shown on page 54.

Transactions relating to retirement benefits (b)

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

Local Government
Pension Scheme Police Pension Scheme
£'000 £'000
2008/09 2009/10 2008/09 2009/10
Net Cost of Services
. current service cost * 5,500 3,635 22,120 17,420
e past service cost/curtailments 19 0 0 0
Net Operating Expenditure
» Interest cost 7.578 7.454 66,490 61,530
» Expected return on assets in the (5,765) (4,707) - -
scheme
Net Charge to the income and 7.332 6,382 88,610 78,950
Expenditure Account
Statement of Movement in the General
Reserve Balance
s Reversal of net charges made for 7,332 6,382 88,610 78,950
retirement benefits in accordance
with FRS17
Actual amount charged against the
General Reserve Balance for pensions in
the year
«  Employers’ contributions payable to 5,203 5,573 18,806 19,244
scheme plus added years
+  Retirement benefits payable to - - - -
pensioners

*For the LGPS the current service cost is within the Police Staff Pay and Allowances figure on
page 22.

In addition to the recognised gains and losses included in the Income and Expenditure
Account, actuarial loss of £434m (gains of £139m in 2008/09) were included in the Statement
of Total Recognised Gains and Losses. Most of the actuarial loss on liabilities is for the Police
Officer pension scheme £411m. An actuarial loss of £45m also accrued on liabilities under the
Police Staff pension scheme but this was partially offset by an actuarial gain of £22m on the
scheme assets (see note 15a).

The losses have arisen from changes in the key actuarial assumptions used in projecting
future pension entitlements (see note 15¢ for assumptions used). Firstly, the inflation
assumption has increased over 2008/09 which has resulted in higher pensions being projected
for future years. Secondly, the ‘discount rate’ assumption has decreased over 2008/09 due to
failing yields on Government bonds. This has the effect of increasing the present value of
future pension payments. The actuarial gain on the assets of the Police Staff pension scheme
reflect much improved investment returns experienced in 2009/10.
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The cumulative amount of actuarial gains/losses recognised in the Statement of Total

Recognised Gains and Losses since April 2002 is a loss of £546m.

Note 15 Assets and Liabilities in relation to retirement benefits (a)

Note 14 contains details of the Authority’s participation in the Local Government Pensions
Scheme (administered by Derbyshire County Council) and the Police Pension Scheme in

providing Police staff and police officers with retirement benefits.

Reconciliation of present value of the scheme liabilities:

Funded liabilities: Local Unfunded liabilities: Police
Government Pension Scheme Pension Scheme
£000 £000 £'000 £000
2008/09 2009/10 2008/09 2009/10
Benefit Obligation at 1 April
2009 (121,556) (103,489) (965,415) (898,059)
Current Service Cost (5,500) (3,635) (22,120) (17,420)
Interest on pension liabilities (7,578} (7,454) (66,490) (61,530)
Members Contributions (2,060) (2,224) 27,069 30,383
Past Service Cost 0 0 0 0
Actuarial Gain/l.oss 30,998 (44,409) 128,897 (411,100)
Curtailments (19) 0 0 0
Benefits/transfers paid 2,226 2,872 0 0]
Deficit as at 31 March 2010 (103,489) (158,339) (898,059) (1,357,726)
Reconciliation of fair value of the scheme assets: -
Local Government Local Government
Pension Scheme Pension Scheme
£000 £000
2008/09 2009/10
Fair value of plan assets at 1 April 2009 84,424 74,002
Expected return on plan assets 5,765 4,707
Actuarial gains/(L.osses) on assets (21,224) 21,643
Contributions by scheme participants 5,203 5573
Member contributions 2,060 2,224
Benefits/transfers paid (2,226) (2,872)
Deficit as at 31 March 2010 74,002 105,277
The expected return on Scheme assets is determined by considering the expected returns
available on the assets underlying the current investment policy. Expected yields on fixed
investments are based on gross redemption yields as at the Balance Sheet date. Expected
returns on equity investments reflect long-term real rates of return experienced in the
respective markets.
The actual return on scheme assets including expected return on plan assets in the year was
a gain of £26,350k (2008/09 a loss of £15,459k)
Scheme History (b}
2005/06 2006/07 2007/08 2008/09 2009/10
£'000 £000 £000 £000 £°000
Present value of Liabilities
Local Government Pension
Scheme (105,492) (108,216) (121,556) (103,489) (158,339)
Police Pension Scheme (1,124,120} | (1,092,079) (965,415) (898,058) | (1,357,726)
Fair value of assets
Local Government Pension
Scheme 73,378 80,819 84,424 74,002 105,277
Surplus/(Deficit) in the scheme
Local Government pension
scheme (32,114) (27,397) (37,132) (29,487) (53,062)
Police Pension Scheme (1,124,120} | (1,092,079) (965,415) (898,059) | (1,357,726)
Total (1,156,234) | (1,119,476) | (1,002,547) (927,546) | (1,410,788)
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The liabilities show the underlying long-term commitments that the Authority has to pay for
retirement benefits. The total liability of £1,410,788k has a substantial impact on the net worth
of the Authority as recorded in the balance sheet, resulting in a negative overall balance of
£1,372,252k for the Authority. Some £1,357,726k of this overall deficit relates to the Police
Pension Scheme, which is now a centrally funded scheme administered and underwritten by
HM Government. However, statutory arrangements for funding the deficit mean that the
financial position of the Authority remains stable:-

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

* As stated in Note 14, the method of financing Police Officers pensions changed from April
2006. These changes along with the fact that the employer contribution rate will be
assessed every three years to ensure that it accurately reflects the cost of the scheme
which creates a more stable environment for Police Officer pensions.

The total contributions expected to be made to the Local Government Pension Scheme by the
Authority in the year to 31 March 2011 are £5,015k. Expected contributions for the Police
Pension Scheme in the year to 31 March 2011 are £27,366k.

Basis for estimating assets and liabilities (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 Government Actuary Department (GAD)
and the local government scheme has been assessed by Mercer Human Resource Consulting
Limited, an independent firm of actuaries - estimates for the County Council Fund being based
on the latest full valuation of the scheme as at 31 March 2007.

The main assumptions used in their calculations have been: -

Local Government
Pension Scheme Police Pension Scheme
2008/09 2009/10 2008/09 2009/10
Long-term expected rate of return on Yo Yo %o Yo
assets in the Scheme
Equities 7.5 7.5 n/a n/a
Government Bonds 4.0 4.5 n/a n/a
Other Bonds 6.0 52 n/a n/a
Property 6.5 6.5 n/a n/a
Cash/Liquidity 0.5 0.5 n/a n/a
Other 7.5 7.5 n/a n/a
Mortality assumptions: Years Years Years Years
Longevity at 65 for current pensioners:
Men 21.2 212 234 23.9
Women 24.0 24.1 26.6 27.1
Longevity at 65 for future pensioners
Men 22.2 222 25.6 26.0
Women 25.0 25.0 28.6 29.1
Financial Assumptions Yo % Yo Yo
Rate of inflation 3.3 3.5 3.0 3.9
Rate of increase in salaries 4.8 5.0 45 5.4
Rate of increase in pensions 3.3 35 3.0 3.9
Rate for discounting scheme liabilities 7.1 5.7 6.9 5.8
Take up option to convert annual pension 50 50
into retirement grant
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The Police Pension Scheme has no assets to cover its liabilities. Assets in the County Council
Pension Fund are valued at fair value, principally market value for investments, and consist of
the following categories, by proportion of the total assets held by the fund: -

31 March 31 March

2009 2010

Yo %

Equities 63.5 68.0
Government Bonds 20.9 14.6
Other Bonds 3.5 5.8
Property 7.1 5.1
Cash/liquidity 4.7 58
Other 0.3 0.7
Total 100.0 100.0

The market value of total fund assets was £2,238 million as at 31 December 2009 compared
to £1,907 million as at 31 December 2008.

Note 16 History of experience gains and losses
The actuarial gains identified as movements on the Pension Reserve can be analysed into the
following categories, measured as a percentage of assets or liabilities at 31 March. The SORP
requires that comparisons be made for the previous 4 years.

Local Government Pension Scheme Movement in Reserves:

2005/06 | 2006/07 | 2007/08 | 2008/09 | 2009/10
Yo % % Y% %o
Differences between the
expected and actual returns
on assets 14.1 0.3 7.7 28.5 20.6
Experience gains and losses
on liabilities 2.9 - 1.7 30.0 28.0
Police Pension Scheme Movement in Reserves:
2005/06 | 2006/07 | 2007/08 | 2008/09 | 2009/10
%o Yo % Yo Yo
Differences between the
expected and actual returns
on assets n/a n/a n/a n/a n/a
Experience gains and losses
on liabilities -17.0 9.0 19.9 14.4 30.3

Note 17 Fixed Assets — intangible Assets

Intangible assets are expenditure on software licences. The main purchases in 2009/10 being
software licences across the force and software for the Forensics case management system
and for the Central Contact Management Centre.

Purchased Software
Licences
£000
Balance at 1 April 2009 1,187
Expenditure in year 694
Written off to revenue in year (421)
Balance at 31 March 2010 1,460
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Note 18 Fixed Assets — Tangible Assets

In accordance with the Code of Practice, fixed assets at 31st March 2010 have been classified
and valued in accordance with the policy set out in the accounting policies.

Operational Assets

Non-Operational assets

Vehicles,

PFI

Operational Joint Non Op
Land& | (SR SNEMS) Arangement | Land & | SRR LT SURIS ToTAL
Buildings Equi EMSOU Buildings
quipment
£000 £'000 £000 £'000 £000 £'000 £000 | £'000

Cost or Valuation
At 31 March 2009 27,820 28,861 501 396 2,313 158| 60,049
Accumulated (4,102) (14,415) (228) (1) (18,746)
depreciation
Net Book Value of 23,718 14,446 0 273 395 2,313 158, 41,303
Assets 31 March
2009
Restatement PFI 9,824 9,824
Restated Net Book 23,718 14,446 9,824 273 395 2,313 158 51,127
Value 31 March
2009
Reclassifications 395 (395) 0
impairments (704) (117) (821)
Revaluations 3,266 52 (400) 2,918
Net Book Value of 26,675 14,498 9,307 273 0 2,313 158, 53,224
Assets 1 April 2009
Additions 7,214 5,420 522 182 13,338
Additions - EMSOU 55 55
Disposals (1,265) (158} (1,423)
Disposals — EMSOU (5) (5)
Reclassifications 2,313 (2.313) 0
As at 31 March 36,202 18,653 9,829 323 (1] 182 0, 65,189
2010
Depreciation and
impairments
Depreciation charge (592) (3,592) (386} (110) (4,680}
for year
Depreciation on g72 3 975
disposals
impairments (5,877) (100) (5,977)

(6,469) (2,720) (386) (107) 4] 0 0! (9,682)
Net Book Value of 29,733 15,933 9,443 216 0 182 0| 55,507
Assets 31 March
2010
Balance sheet 23,718 14,446 9,824 273 395 2,313 158 51,127
amount at 31
March 2009
Balance sheet 29,733 15,933 9,443 216 0 182 0| 55,507
amount at 31
March 2010
Nature of asset
holding
Owned 29,733 15,933 0 216 0 182 0| 46,064
Finance Lease 0 0 0 0 0 0 0 0
PFl 0 0 9,443 0 4] 0 0! 9,443

29,733 15,933 9,443 216 0 182 0 55,507
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Valuation of Assets

All Land and Building assets were re-valued as at April 1% 2009.

The valuations for land and buildings were made in accordance with the Appraisal and
Valuation Manual published by the Royal Institution of Chartered Surveyors. Valuations were
carried out by Andrew Martin BSc MRICS and Roger Smalley BSc MRICS, Valuers, Lambert
Smith Hampton.

The basis of valuation is shown in the Statement of Accounting Policies (page 18).

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

The assets of NMHSU have been split between Derbyshire and Nottinghamshire Police. The
helicopter and hangar assets are shown as 50% owned by Derbyshire Police.

The balance sheet shows a share of all 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. These represent vehicle, equipment and
IT assets.

2008/09 2009/10
Derbyshire EMSOU Total Derbyshire
Share Share
£'000 £'000 £'000
273 Fixed Assets 983 216
222 Net Current Assets 1034 227
(111) Government Grants Deferred (285) (62)
384 Total Net Assets 1,732 381
Represented by
222 EMSOU Reserves 1,034 227
162 Capital Adjustment Account 698 154
384 1,732 381

The above information has been included in Derbyshire Police’s Balance Shest.

Additions in Year

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

Note 17.

Note 19 Fixed Assets Held by the Police Authority

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

31/03/09 31/03/10

Main & Divisional Headquarters 4 4
Section Stations 20 20
Police Houses 3 2

Child Protection unit & Rape Crisis Centre 3 3
Community Offices & Others 23 22
Radio Masts 3 3
Vehicles 638 591
Helicopter 1 (50%) 1(50%)
EMSOU 22% of assets | 22% of assets
PFI Buildings 2 2
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Note 20 Capital Expenditure and Financing Statement

2008/09 2009/10
£'000 £'000
10,939 | Opening Capital Financing Requirement
16,728 | Restatement for PFi
27,667 | Restated Capital Financing Requirement 26,606
Capital investment
7,289 | Operational assets 13,156
2,085 | Non-Operational assets 182
366 | Intangible assets 693
9,740 | Total asset related expenditure 14,031
393 | Revenue Expenditure Funded from Capital under -
Statute
10,133 | Total Capital Investment 14,031
Sources of Finance
(11) | Capital receipts (163)
(6,260) | Government Grants and Contributions (3,968)
(393) | Revenue Expenditure Funded from Capital under -
Statute grant financing
(4,530) | Revenue Provision (NB: includes MRP) (3,713)
26,606 | Closing Capital Financing Requirement 32,793
Explanation of movements in the year
(1,061) | Decrease in underlying need to borrow (supported by (513)
Government financial assistance)
- | Increase in underlying need to borrow (unsupported by 6,700
Government financial assistance)
(1,061) | (Decrease)/Increase in Capital Financing 6,187
Requirement

The statement above excludes EMSOU expenditure.

Note 21 Capital Commitments

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

Central Contact Management Centre - The building was completed in December 2009 and
occupation commenced in March 2010 in a phased approach. The budget for the scheme was
£11.222m, £9.880m has been spent to the 31 March 2010. Some outstanding commitments

remain for IT works in 2010/11.

C Division Enquiry office refurbishment - A contract has been awarded and work commence
in February 2010 and will be completed in 2010/11. The budget for the scheme is £0.130m,

£0.039m has been spent to the 31 March 2010.

Voicemail & Telephony System - A contract has been awarded for the replacement of the
system. The capital budget for the scheme is £1m with no expenditure fo date. Works will

commence during 2010/11.

Note 22 Debtors

The level of debt outstanding during 2009/10 was analysed and it was decided that it would be
prudent to provide a bad debt provision of £15k after taking account of the current year's write-

offs. Debtors are analysed as follows:-

Debtors Restated
31 March 31 March
2009 2010
£'000 £'000
Government Departments and Agencies 7,630 5,517
Local and Police Authorities 3,152 3,817
Share of Council Tax Debtors 2,109 2,293
EMSOU (22% share) 200 21
Sundry Debtors 1,279 990
Employee Debtors 19 17
Car Loans to employees 1 0
Less: Provision for Bad debts (25) (15}
Total Debtors 14,365 12,640
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Note 23 Creditors

Creditors are analysed as follows:-

Creditors
31 March 31 March
2009 2010
£'000 £000
Government Departments and Agencies 4,260 4,215
Local and Police Authorities 1,876 780
Share of Council Tax Creditors 2,097 2,103
EMSQU (22% share) 282 257
Sundry Creditors 3,870 4,508
Employee Creditors (salary, overtime, expenses and pensions) 3,118 596
Total Creditors 15,503 12,459

Note 24 Borrowing and Investments

The borrowing and investments disclosed in the Balance Sheet are

31 March 2009 31 March 2010

Long Current Total Long Current Total

Term Term

£'000 £000 £'000 £°000 £000 £°000
PWLB 8,903 499 9,402 8,437 577 9,014
Deferred Liabilities 842 81 923 761 81 842
Total borrowing 9,745 580 10,325 9,198 658 9,856
Loans and receivables —
Temporary Investments G 34,426 34,426 0 25,388 | 25,388
Total investments 0 34,426 34,426 0 25,388 | 25,388

‘Current’ is investments and borrowing less than one year. Interest earned is charged to the
Income and Expenditure Account on an accruals basis and hence Temporary investments and
Short term borrowing figures on the Balance Sheet also includes interest earmned but not yet
paid as at 31 March 2010.

PWLB is borrowing with the Public Works Loan Board. No new loans have been raised during
2009/10. The total PWLB outstanding at the 31 March 2010 is £8,903k plus interest of £111k.

Total Deferred Liabilities outstanding at the 31 March 2010 is £842k (£923k in 2008/09).
These represent the balance of loans outstanding as at 31 March 1995 which were transferred
to the new Police Authority as established under the Police and Magistrates’ Court Act 1994.
The loans are administered by Derbyshire County Council on behalf of the Police Authority.
Repayments of £81k were made in 2009/10 (£81k in 2008/09).

The repayment schedule for PWLB & Deferred Liabilities is shown in Note 27c¢.
Loans and receivables are surplus cash that the Police Authority invests in short-term deposits
and temporary investments with a range of banks and financial institutions. Total temporary

investments outstanding as at 31 March 2010 is £25,356k plus interest of £32k.

PFi finance lease liabilities are shown in Note 28.

Note 25 Interest from borrowing and investments

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

Total Borrowings Investments Total
31 March 31 March
2009 2010
£'000 £'000 £'000 £'000
interest Payable and similar charges (551) (519) - (519)
Interest and investment Income 2,553 - 424 424

* The income and expenditure account in 2008/09 also includes pension interest on commutation
payments of £174k and PF! interest charges of £1,427k , with total interest payable and similar charges
being £2,152k. The income and expenditure account in 2009/10 also includes PFI interest of £1,388k,
with fotal interest payable and similar charges being £1,907k.
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Note 26 Financial Instruments - Assets and Liabilities

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

31 March 2009 31 March 2010
Carrying Carrying
Amount Fair Value Amount Fair Value
£000 £'000 £'000 £°000

Financial Assets
Temporary Investments (excl interest) 34,426 34,426 25,356 25,356
Cash 1,024 1,024 1,120 1,120
Debtors 14,365 14,365 12,640 12,640
Financial Liabilities
PWLB (excl interest) (9,402) (10,952) (8,903) (9,815)
Deferred Liabilities (923) (923) (842) (842)
Creditors (15,503) (15,503) (12,459) (12,459)
Other liabilities (970) (970) (1,092) (1,092)
Cash Overdrawn (2,460) (2,460) (2,074) (2,074)

Financial Assets

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

Financial Liabilities

The fair value of PWLB has been calculated by reference to the ‘premature repayment’ set of
rates as at 31 March 2010. 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 rates available for similar loans at the Balance Sheet date.

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

Cash overdrawn is assumed to have a fair value which is equivalent to the carrying amount
due to the short-term nature of the liability. In the case of creditors and other liabilities, the
carrying amount (the billed amount) as shown in the balance sheet is assumed to approximate
to fair value. These are likely to mature in the next 12 months.

Note 27 Financial Instruments - Risk Exposure

The Authority's overall risk management procedures focus on the unpredictability of financial
markets, and implementing restrictions to minimise these risks. The procedures for risk
management are set out through a legal framework set out in the Local Government Act 2003
and associated regulations. These require the Authority to comply with the CIPFA Prudential
Code, the CIPFA Treasury Management in the Public Services Code of Practice and
Investment Guidance issued through the Act. Overall these procedures require the Authority
to manage risk in the following ways:

» By formally adopting the requirements of the Code of Practice
By approving annually in advance prudential indicators for the following three years
limiting
o The Authority’s overall borrowing
o Its maximum and minimum exposures to fixed and variable rates
o Its maximum and minimum for exposures of the maturity structure of debt
o Its maximum annual exposures to investments maturing beyond a year
« By approving an investment strategy for the forthcoming year setting out its criteria for
both investing and selecting investment counterparties in compliance with the
Government Guidance.
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The Authority's Treasury Management Strategy is approved annually in February by Police
Authority before the start of the year to which it relates which outlines the detailed approach to
managing risk in relation to the Authority’s financial instrument exposure. Actual performance
is also reported at least annually to Police Authority. The key risks are:

a) Credit Risk Exposure

This is the risk that one party to a financial instrument will fail to meet their contractual
obligations, causing a loss for the other party. Exposure to this risk is managed through the
Authority's Treasury Management Strategy. The Authority only invests in approved institutions
who meet identified minimum credit criteria, in accordance with the Fitch, Moody's and
Standard & Poors Ratings Services. The current policy is to limit investment to the following
categories

UK Banks

UK Building Societies
Overseas Banks — Ireland
L.ocal Authorities

Debt Management Office

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

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

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

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

b)_Ligquidity Risk Exposure

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

¢} 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 risk relates to the maturing of longer term
financial liabilities and the fact that the Authority will be bound to replenish a significant
proportion of its borrowings at a time of unfavourable interest rates. The financial liabilities
however all mature at different times. The maturity analysis of financial liabilities is as follows

PWLB Deferred Total
Liabilities

£'000 £'000 £'000
Less than one year interest 111 0 111
Less than one year principal 466 81 547
Between one and two years 466 80 546
Between two and five years 1,398 240 1.638
Between five and ten years 2,328 400 2,728
More than ten years 4,245 41 4,286
Total 9,014 842 9,856

This excludes trade and other payables (creditors and other liabilities) which are due to be
paid in less than one year.
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d) Market Risk Exposure
This is the risk that the value of an instrument will fluctuate because of changes in interest
rates, market prices, foreign currency exchange rates. The Authority has limited risk. PWLB
interest rates are fixed and investments are only temporarily invested (less than a year). The
risk therefore arises from the uncertainty of what level interest rates will be at when the
authority either makes a temporary investment or enters into a new borrowing arrangement
with PWLB. A movement in interest rates could have a complex impact on the Authority. For
instance, a rise in interest rates may have the following effects:
e« Future borrowings may be more costly and result in a higher interest expense
charged to the Income and Expenditure Account
+  The fair value of existing borrowings may alter
« Future temporary investments may realise a greater return and result in a higher
interest receipt credited to the Income and Expenditure Account

Borrowings are not carried at fair value in the Balance Sheet, so nominal gains and losses on
fixed rate borrowings would not impact on the Income and Expenditure Account or Statement
of Recognised Gains and Losses (STRGL).

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

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

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

Note 28 PFI Commitments

The Authority has two Private Finance Initiative (PF1) project agreements. Under the SORP
2009 both these schemes have been judged to be on balance sheet, an asset is recognised
on the balance sheet balanced by the recognition of a liability for amounts due to the scheme
operator to pay for the assets:-

On 23 December 1997 an agreement for the provision of a new serviced police station at
llkeston was signed. The arrangement is for 30 years from October 1998 until September
2028. The building was occupied from October 1998 when payments commenced. As at
October 1998 the asset and liability were £2,774k.

On 26 February 1999 an agreement for the provision of a new fully serviced Divisional
Headquarters and City Section Station at Derby was signed. The arrangement is for 30 years
from 18 December 2000 until 17 December 2030. The building was occupied from 18
December 2000 when payments commenced. As at December 2000 the asset and liability
were £16,245k.

Fixed assets recognised on the Balance Sheet are revalued and depreciated in the same way
as property, plant and equipment owned by the Authority. As such they were revalued as at 1
April 2008 and as at 1 April 2009. The current value of the assets are as follows:

Hkeston PFl Derby PFi Total PFi

£'000 £'000 £000
Value of assets on occupation 2,774 16,245 19,019
Revaluations to 31 March 2009 151 2,300 2,451
impairments to 31 March 2009 (684) (5,799) (6,483)
Additions (lifecycle) to 31 March 2009 153 149 302
Depreciation to 31 March 2009 (1,107) (4,358) (5,465)
Net Book value as at 31 March 2009 1,287 8,537 9,824
Impairments (2} (115) {(117)
Revaluations (25) (375) (400)
Additions 2009/10 0 522 522
Depreciation 2009/10 (58) (328) (386)
Net Book value as at 31 March 2010 1,202 8,241 9,443

These are shown under operational assets in Note 18.
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The PFl liability is written down by the repayment of principal each year as shown below:

llkeston PFi Derby PFI Total PFi

£'000 £'000 £'000
Liability on occupation 2,774 16,245 19,019
Principal paid to 31 March 2008 (300) (1,991) (2,291)
Principal Paid 2008/09 (56) (391 (447)
Balance as at 31 March 2009 2,418 13,863 16,281
Principal Paid 2009/10 (62) (24) (86)
Balance as at 31 March 2010 2,356 13,839 16,195

In the balance sheet this is shown as short term (£181k) which is repayable within a year and
long term PF1 Finance lease liabilities (£16,014k).

The amount of Unitary charge paid in 2009/10 was £450k for likeston and £3,371k for Derby
(the equivalent paid in 2008/09 was £440k and £3,238k respectively). This can be analysed as

follows
2008/09 2009/10
likeston Derby Total ltkeston Derby Total
£'000 £000 £°000 £000 £'000 £'000
Service Payment 158 1,646 1,804 168 1,657 1,825
Interest on liability 226 1,201 1,427 220 1,168 1,388
Lifecycle Payments 0 0 0 0 522 522
Repayments of Principal 56 391 447 62 24 86
Total Unitary Charge 440 3,238 3,678 450 3,371 3,821
The future payments required under the PF| agreements are as follows:
likeston PFi
Service interest on | Lifecycle Principal Total
Payments Liability Payments Payments Payments
£:000 £000 £°000 £000 £'000
2010711 173 215 0 67 455
2011/12 to 2014/15 723 802 95 273 1,893
2015/16 to 2019/20 1,018 840 227 467 2,552
2020/21 to 2024/25 1,356 569 53 821 2,799
2025/26 to September 2028 886 142 380 728 2,136

For likeston this includes estimated infiation of 4% on service payments and lifecycle as per

the operators model.

Derby PFi

Service Interest on | Lifecycle Principal Total

Payments Liability Payments Payments Payments

£'000 £'000 £'000 £'000 £000
2010/11 1,660 1,166 420 114 3,360
2011/12 to 2014/15 7,195 4,519 1,026 1,129 13,869
2015/16 to 2019/20 10,040 4,890 987 2,486 18,403
2020/21 to 2024/25 10,811 3,700 2,028 3,228 19,765
2025/26 to 2029/30 13,242 2,020 269 5,812 21,343
To December 2030 2,057 64 0 1,070 3,191

For Derby this includes estimated inflation of 3% on service payments and lifecycle as per the
operators model. Elements of the fee will also be benchmarked every five years. The first

benchmarking exercise was carried out in 2007/08.

The Authority receives a Special Grant towards the financing of the PFI schemes as follows:

lkeston PFi | Derby PFI Total PFI
£'000 £000 £'000
2009/10 348 2,387 2,735

The payment of grant is on an annuity basis, the same amount of grant is paid each year over
the life of the contract.

The difference in grants received and actual payments plus current value of savings on the
original station, plus a contribution plus interest in the year has been transferred to or from the
PFl Reserves. This reserve is to fund future PFl payments and enables the net costs to be
spread evenly over the contract period. For likeston the movement from reserves in 2009/10
was £14k and for Derby the movement to reserves was £62k.
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Note 29 Finance L.eases

Other than PFI Commitment the value of assets held under finance leases for 2009/10 is nil.

Note 30 Provisions

Liability Insurance Provision -This provision was established to meet liability claims which are
not covered by external insurers. The balance reflects the claims handlers estimate of claims
outstanding to 31 March 2009 plus an estimate for claims for 2009-10 based on the claims
history over the last twelve years. Under FRS12 a provision should be made for any liabilities
of uncertain timing or amount that have been incurred. The provision is for events that are
more likely than not to occur. For this reason a provision of £634k is required.

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

Redundancy Provision — During 2009/10 the Authority and Force commenced a fundamental
review of its organisational structures and processes in order to identify areas of cost reduction
that could be implemented whilst minimising the impact on frontline services. By the end of
2009/10 decisions had been taken to delete 124 police staff posts. Whiist the Authority has an
established policy for redeploying ‘at risk’ staff, it is projected that 28 people will leave the
organisation under either redundancy or early retirement arrangements. A provision of £525k
has been made for the estimated payments that will be made in 2010/11 under these

arrangements
Liability | Vehicle Total Redundancy Total
Provisions Insurance | Insurance | Insurance Provision Provisions
Provisions
£°000 £000 £000 £'000 £'000
Balance at 1 April 2009 650 426 1,076 0 1,076
Provision in Year 121 174 295 525 820
Expenditure in year (137) (209) (346) 0 (346)
Balance at 31 March 2010 634 391 1,025 525 1,550

Note 31 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 be
confirmed by future events which are not in the Authority's control.

The Authority has no contingent liabilities at 31 March 2010.

Note 32 Government Grants and Contributions — Deferred

Capital Grants and contributions are accounted for using a deferred credit method. Assets are
capitalised at gross cost. Grants are credited to a government grants deferred account and
released to the Income and Expenditure Account over the life of the relevant asset to match
any charges for depreciation. Residual grant/contributions are transferred to the Income and
Expenditure Account when an asset is disposed of.

Government Grants Deferred EMSOU Total
£'000 £000 £'000
Balance at 1 April 2009 (8,744) (111) (8.855)
Grants/contributions received (3,968) 0 (3,968)
Grant amortised on disposal of vehicles 21 1 22
Amortisation of Government Grants 2,689 47 2,736
Balance at 31 March 2010 (10,002) (63) (10,065)
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Note 33 Revaluation Reserve

The Revaluation Reserve contains the residual gains realised since 1 April 2007 when Fixed
Assets are revalued. The account is credited with a revaluation gain or debited with a
revaluation loss (in so far as it can be contained by previous gains) on an asset by asset basis.
When the Revaluation Reserve balance for a specific asset is exhausted due to losses, any
future losses are instead transferred to the Income & Expenditure Account.

Adjustments are made to credit the Capital Adjustment Account with depreciation amounts
attributable to residual revaluation gains. Residual gains are transferred to the Capital
Adjustment Account when an asset is disposed of.

Revaluation Reserve £000

Balance at 1 April 2009 10
Restatement PFI 2,451
Restated Balance as at 1 April 2009 2,461
Revaluations 2,918
Disposals (5)
Depreciation (79)
Balance at 31 March 2010 5,295

Note 34 Capital Adjustment Account

The capital adjustment account reflects the difference between the cost of fixed assets
consumed and the capital financing set aside to pay for them. It provides a mechanism
between the different rates at which assets are depreciated under the SORP and are financed
through the capital controls system. It interacts with both the Government Grants Deferred
Account and Revaluation Reserve (depreciation on the revalued element of an asset's
carrying value or when an asset is disposed of).

Capital Adjustment Account EMSOU Total

£'000 £'000 £000

Balance as at 1 April 2009 23,138 162 23,300

Restatement for PFI (8,907) (8,907)

Restated Balance as at 1 April 2009 14,231 162 14,393
Movements in year

Capital receipts set aside 0 4] 0

Capital Financing — usable capital receipts 163 0 163

- revenue contributions 310 62 372

- reserves 2,369 0 2,369

- grants amortisation 2,710 46 2,756

- revenue expenditure from capital 0 0 0

- PFI 522 o 522

Depreciation and amortisation (4,992) (110)} (5,102

Impairments (6,798) 0} (6,798)

Revenue expenditure funded from capital by statute 0 (7) (7)

MRP 499 0 499

Additional Voluntary Set Aside 14 0 14

Revaluations in respect of depreciation 79 0 79

Disposais (445) 0 (445)

Balance at 31 March 2010 8,662 153 8,815

Note 35 Usable Capital Receipts Reserve

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

Capital Receipts Reserve £000

Balance at 1 April 2009 0

Receipts in year: 163
163

Less:

Capital receipts used (163)

Balance at 31 March 2010 0
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Note 36 Earmarked Capital and Revenue Reserves (Total £20,709,100)

Devolved Budget Commitments £1,403,800
This balance represents the underspendings on devolved budgets for 2009/10 which have
been earmarked to carry forward to meet commitments in 2010/11.

Operational Priorities Reserve £1,324,700

This balance has been accumulated to assist with urgent operational needs. As at 31 March
2010 £0.498 has been committed to identified areas, leaving £0.827m available to meet
further priority issues.

Operational Funding Reserve £4,538,800
This reserve is to assist with the ‘funding gap’ in the revenue budget between 2011/12 and
2012/13 identified by the Authority’'s medium-term financial planning process.

PFI Reserve — llkeston £1,342,400

This reserve represents the difference in grants received and actual payments for llkeston PF|
plus savings on the original station plus a contribution of £9,700 plus interest in the year. This
reserve is to fund future PFl payments and enables the net costs to be spread evenly over the
contract period.

PFl Reserve — Derby DHQ £4,672,600

This reserve represents the difference in grants received and actual payments for the Derby
DHQ PFI, plus savings on the original Full Street headquarters, plus a contribution of
£770,800 plus interest in the year. The reserve is to fund future PF| payments and enables
the net costs to be spread evenly over the contract period.

Capital Reserve £3,694,900

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

Centralised CMC Reserve £841,700

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. £9.880m
has been spent to 31 March 2010. The building works were completed in December 2009,
some outstanding commitments remain for IT works.

IT/IS Reserve £150,000
This reserve was created from underspendings on IT. The reserve will be used as part of the
network upgrade in the Force’s Capital Programme in 2010/11.

Pensions Reserve £500,000
This reserve is to meet any future pension liabilities accruing to the force from ill-health or
injury-related retirements.

Insurance Reserve £948,400

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
be used for any large claims. The level has been reduced by £1.430m in 2009/10 to reflect the
recommendation of a review by external insurance advisors.

Invest to Save £1,000,000

This reserve has been created to fund investment in ‘one-off expenditure — for example new IT
systems ~ which will then generate future ongoing savings by allowing more efficient work
practices fo be implemented.

Helicopter Reserves

Helicopter Reserve £49,600

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

Helicopter Debt Charges Reserve £242,200

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

Derbyshire Police Authority - Final Accounts 2009/10 48



Note 37 Police Property Act Fund

Police Authorities are required under the Police Property Act 1997 to set aside any money
received from the sale of property which has come into their possession in connection with a
criminal charge. The net proceeds from this fund are subsequently either repaid to the
individual, used to defray expenses incurred in the storage and safe custody of property, or
distributed to local charities. Derbyshire Community Foundation is the Police Authority’s
nominated charity. The Foundation operates an endowment fund for the Derbyshire Police
Property Act monies and distributes grants to other local charities from the net interest earned.
The balance on the fund as at 31% March 2010 was £25,129. This has not been included in the
Police Authority Balance sheet, as it does not represent monies owned by the Police Authority.

Note 38 Authorisation of Accounts for issue

The 2009/10 Statement of Accounts were authorised for issue by the Treasurer on 17 June
2010. All events after the balance sheet date until this date have been considered for
disclosure as events after the balance sheet date.

Note 39 Post Balance sheet events

Pension Liabilities - In his budget statement on 22 June, the Chancellor announced that the
Government would start to increase public service pensions in line with the consumer price
index (CP1) rather than the retail price index (RPI), which has been the practice in the past. As
a result, future pension increases are expected to be slightly lower, on average, than would
have been the case if this change had not been made. This change for the pensions
administered by Derbyshire County Council is estimated to reduce the FRS17/IAS19 benefit
obligations by between 5% and 8% for most employers. The precise financial effect will be
taken into account in the FRS17/IAS19 figures for the financial year ending 31 March 2011.
The impact on the pension schemes for police officers administered by the Government
Actuary’s Department will be determined in due course.
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Notes to Cash Flow Statement

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

£000 £000
Deficit on Income and Expenditure Account 55,165
Servicing of Finance: -
Interest Paid (2,185)
Interest Received 1,020 (1,165)
Non-Cash transactions: -
Increase in Provisions and Earmarked Reserves (412)
Depreciation and impairment of Fixed Assets (11,480)
Amortisation of Intangible Fixed Assets (421)
Revenue Expenditure funded from Capital by Statute (7)
Government Grants Deferred amortisation 2,757
Loss on sale of Fixed Assets (282}
Amount pension costs calculated in accordance with FRS17
are different to pension scheme contributions (49,377}  (59,222)
items on Accruals Basis: -
Decrease in stock (86)
Decrease in revenue Debtors (582)
Decrease in revenue Creditors 2,672 2,004
Revenue Activities Net Cash Fiow (3,218)
Note 43 Movement in Financing
As at As at
31/03/09 | 31/03/10 | MOvement
£000 £000 £000
Long Term Borrowing (8,903) (8,437) 466
Deferred Liabilities (842) (761) 81
Borrowing repayable within one year (580} (658) (78)
(10,325) (9,856) 469
PFI Finance Lease Liabilities (16.281)1 (16,195 86
(26,606), (26,051) 555
Note 44 Movement in Liquid Resources
As at As at Movement
31/03/09 | 31/03/10
£000 £000 £000
Temporary Investments 34,426 25,388 (9.038)

Liquid resources represent short-term investments. In the main, these are readily convertible
into cash, without disrupting the Authority’s activities. There have not been any changes in
accounting policies within this area during the year.

Note 45 Movement in Cash

As at As at Movement
31/03/09 | 31/03/10
£000 £000 £000
Cash (1,436} (954) 482
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Note 46 Movement in Other Current Assets

As at As at Movement
31/03/09 | 31/03/10

£000 £000 £000
Stock 295 209 (86)
Debtors 14,365 12,640 (1,725)
Creditors and Other Liabilities (16,473} (13,551) 2,922
Short term Borrowing (580) (658) (78)
Short term PFl Finance Lease Liabilities (86) (181) (95)
(2,479) (1,541) 938

Note 47 Reconciliation of 2009/10 Movement in Cash to the Movement in Debt

2009/10
£000 | £000
increase in cash per Cash Fiow Statement (482)
Plus
Revenue Activities 3,218
Capital Activities (10,054)
Servicing of Debt {1,165) (8,001)
(8,483)
Movement in Net Debt
Management of Liquid Resources (9,038)
Financing 555
(8,483}
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2008/09
£000

(16,932)
( 354)
(7,016)
( 594)

(361)

24,917
8,382
150

47
23

8,262

(8,262)

1,839

(69)
(1,424)
(346)

Pension Fund Account

Contributions Receivable :
Employer
Employer - lll Health Capital Credit
Employee - Existing Scheme
Employee - New Scheme
Transfers In :
Transfer values receivable
Benefits Payable :
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 Authority

to fund the deficit for the year

Net amount payable/receivable for the year

Net Assets Statement

Current assets
Pensions paid in advance

Current Liabilities
Unpaid pension benefits
Unpaid pension benefits - previous years
Surplus for year payable to police authority
Other current liabilities
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2009/10
£'000

(17,359)
(276)
(6,990)
( 780)

(736)

27,101
9,017

26
1,133

11,138

(11,138)

1,957

(2)
( 1,955)
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Notes to the Pension Fund Account

Note 1

Police Pensions Fund Account

The Police pension scheme is unfunded. This means it provides pensions and other retirement
benefits for police officers based on final salaries but there are no investment assets built up to
meet the pensions liabilities.

The funding arrangements for the Police Pension Scheme changed on 1 April 2006. 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 Fund are specified by
regulation (Police Pensions Regulations 2007 Statutory Instrument 1932/2007).

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

Under the new arrangements the Pension Fund Account balances to nil at the year end by
either receiving a contribution by the Authority to or from the Police Fund. In 2009/10 a
contribution of £11.14m was received, this being equivalent to the pension top-up grant
received from the Home Office in 2009/10.

The pension fund is statutorily prevented from including interest on cashflows and
administration expenses in the pension fund, these expenses are borne by the Authority’'s
Income and Expenditure Account.

Injury awards and ill health retirements are not part of the Pensions Fund Account and will
continue to be paid from the Authority’s Income and Expenditure Account.

Note 2 Pension Fund Liabilities

Note 3

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

Accounting Policies

Accounting policies conform to those set out in the Statement of Accounts (page 16 to 21).
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DEFINITIONS

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

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

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

Budget

A statement of the Authority’s (financial) plans for a specific period of time. A budget is prepared and
approved by the Police Authority prior to the start of the financial year. The Authority’s budget is
prepared on an out-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
assets consumed and the capital financing set aside to pay for them. It provides a mechanism between
the different rates at which assets are depreciated under the SORP and are financed through the
capital controls system.

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

Capital Financing Requirement

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

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

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

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

Contingent Liabilities

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

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

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

Debtors

Sums of money due to the 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 arrangement are payable beyond the next year at some point in the future or paid
off by an annual sum over a period of time.

Depreciation

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

Financial Instruments
Any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument
of another entity.

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

Financial Liability — a contractual obligation to deliver cash or another financial asset to another entity or
to exchange a financial instrument with another entity on potentially unfavourable terms. For example
trade payables, borrowings and financial guarantees.

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

Fixed Assets - Intangible

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

Formula Grant Distribution System

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

Government Grants Deferred Account
The balance of grants applied to the financing of fixed assets, awaiting amortisation to the Income and
Expenditure Account to match depreciation on relevant assets.

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

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

(b) operating leases where the ownership of the asset remains with the leasing
company and the annual rental is charged direct to the revenue account.

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

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

Precept
The method by which the Police Authority obtains the income it requires from council tax via the
appropriate authorities.
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Provision
An amount set aside to provide for a liability which is likely to be incurred but the exact amount and the
date on which it will arise is uncertain.

Prudential code

The Code developed by CIPFA that sets out a framework for self-regulation of capital spending, in
effect allowing authorities to invest in capital projects which best meet their service delivery objectives
as long as they are affordable, prudent and sustainable. The code came into force from 1 April 2004
and is incorporated into the Local Government Act 2003 and associated regulations.

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

Reserves

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

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

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

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