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EXPLANATORY FOREWORD

Introduction

These accounts set out the overall financial position of the Chief Constabie for Derbyshire, who is
responsible for Derbyshire Constabulary, for the year ended 31 March 2014,

Serving Derbyshire e
Mev: wills
Derbyshire Constabulary serves an area of more
than 1,000 square miles, and a population around et
one million. Derbyshire is renowned for being Hnion Rt
hugely diverse. It encompasses the rural areas of e it
the High Peak, Derbyshire Dales and the Derwent 5 A
Valley, a World Heritage Site. These areas attract veind: | A
a significant amount of tourism throughout the C o aweian

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

This is the second year that Accounts have been prepared for the Chief Constable under arrangements
following the Police Reform and Social Responsibility Act 2011. This Act introduced a significant shift in
the way the Police in England and Wales are governed and held accountable. One of the key reforms
was to replace the Derbyshire Police Authority with a Police and Crime Commissioner for Derbyshire
(PCC), known as the ‘Commissioner' on the 22 November 2012. At the same time the Chief Constable
was established as a separate body with responsibility for Derbyshire Constabulary.

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

For accounting purposes the Commissioner and Chief Constable together are known as the PCC
Group. A separate set of statutory accounts has been published for the Commissioner and PCC Group
to recognise all the financial transactions incurred during 201:3/14 for policing in Derbyshire.

This Foreword provides an overview of the new accounting arrangements and outlines the financial
performance of the Chief Constable during 2013/14.

The 2013/14 Statement of Accounts Is prepared in accordance with the Chartered Institute of Public
Finance and Accountancy's (CIPFA) Code of Practice on Local Authority Accounting 2013/14. The
Accounts refiect the current legislative framework as well as the local arrangements operating in
practice. Key elements of this framework inciude: -

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

= The Home Office Financial Management Code of Practice for the Police Service of England and
Wales 2013.

*  Scheme of Delegation between the Commissioner and Chief Constable.

=  The Financial Handbook of the Commissioner and Chief Constable.
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The Accounts also refiect the Government's intention to phase in the reforms within the Police Reform
and Social Responsibility Act 2011 over a number of years, with the second phase introduced in April
2014. The Commissioner is responsible for the finances of the whole Group and he controls the assets,
liabilities and reserves. The Commissioner receives all income and funding and makes all the payments
for the Group from the Police Fund. In tum the Chief Constable fulfils his functions under the Act within
an annual budget (set by the Commissioner in consultation with the Chief Constable). A scheme of
delegation is in operation between the two bodies determining their respective responsibilities during
this first phase, as well as local arrangements in respect of the use of the Commissioner's assets and
staff.

The accounting arrangements between the Commissioner and the Chief Constable during the first
phase of the transition are reflected in the Accounts. The governance and support staffing
amangements under the second phase are currently being put in place, following agreement from the
Secretary of State in December 2013 to the proposals put forward by the Commissioner.

Financial Statements

The financial statements for the Chief Constable required under the 2013/14 Code consist of: -

Comprehensive Income and Expenditure Statement (CIES)

This statement shows the accounting cost in the year of providing policing services under the direction
of the Chief Constable for the 12 months to 31 March 2014, (as opposed to the overall cost of policing
Derbyshire, which includes the cost of administering the Office of the Police and Crime Commissioner
(OPCC) and OPCC expenditure on community safety and crime prevention, as shown in the Group
Accounts}. The CIES has been prepared by applying the accounting principles set out in the CIPFA
Accounting Code of Practice. The headings used are from CIPFA’s Service Reporting Code of Practice
(SeRCOP) and highlight the financial consequences of the different policing activities in Derbyshire last
year under the direction of the Chief Constable.

Movement in Reserves Statement

This summarises movements to and from the reserves for the year 2013/14. It is analysed into usable
reserves (i.e. those that can be applied to fund expenditure) and unusable reserves. The Commissioner
holds all reserves and accordingly the reserve balances on the Chief Constable’s Movement in
Raserves Statement as at 31 March 2014 are nil

The Balance Sheet

This summarises the financial position of the Chief Constable at 31 March 2014 and sets out any
assets, liabilities and reserves. All liabilities are ultimately the responsibility of the Commissioner, so at
year end the net worth (total assets minus liabilities) is nil. The liability for police pensions is offset by an
intra-group debtor reflecting Commissicner's continuing responsibility to provide funds from the Police
Fund to enable the Chief Constable to administer pension payments.

The Cash Flow Statement
This shows the changes in cash and cash equivalents of the Chief Constable during the reporting

period. As all of the Group's cash flows are presented in the Commissioner's Accounts this statement
simply shows the net surplus on provision of services adjusted for non-cash movements.

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

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

Other Contents

In addition to the financial statements, the Annual Accounts include a Statement of Responsibilities for
the Accounts and information on the Police Officer Pension Fund {providing statements for pension fund
income and expenditure, assets and liabilities).
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An Annual Governance Statement (AGS) is included within this Statement of Accounts. The statement
is a statutory document which explains the govemance processes and procedures in place to enable
Derbyshire Constabulary to carry out its functions effectively. Following the Police Reform and Social
Responsibility Act 2011 the Chief Constable is required to produce his own AGS each year which must
accompany the Chief Constable’s Statement of Accounts.

Financial Report

Revenue Budget

The outturn position achieved for 2013/14, as set out below, shows the success of the savings initiatives
that have been set during a time of unprecedented austerity and considerable uncertainty. This has put
Derbyshire Police in a strong financial position and in particular enabled the Commissioner to build up
raserves to help manage future budget cuts and austerity.

A revenue budget for 2013/14 was set at £167.210 million, an increase of 0.89% over 2012/13. The
funding of the £167.210 million comprised ceniral govemment formula funding (Police Specific Grant,
Localising Council Tax Support Grant and Revenue Support Grant (RSG)) of £118.802m, and Council
Tax of £48.408m. A total of £18.384m funding was also received from the Home Office to cover the
police pension fund deficit for the year.

The consequential Council Tax for an average band D dwelling was £166.95, as the Commissioner
decided to increase Council Tax for 2013/14 by 1.96% (£3.21).

Performance

Finance

Net expenditure incurred against the Revenue Budget for the Chief Constable and the Group amounted
to some £164.322m, which allowed £2.888m to be added to reserves at the end of the year. Part of this
will be set aside in a carry forward reserve to meet future commitments, while the remainder will be
available to help address future budget pressures.

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

The positive 2013/14 outturn position has been achieved with a much smaller organisation. The
Constabulary has gone through immense change, which has resulted in 400 officers and staff leaving
over the past five years. Despite the organisational change and the financial pressures the
Constabulary, working with its pariner agencies has continued to maintain performance. Recorded crime
in Derbyshire has risen for the first time in ten years, but crime rates are still significantiy lower than they
were two years ago.

The table below is presented in a subjective analysis format, which Is used for intemal reporting
purposes.
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' ~ Ravised ‘
Budget Heading Budget QOutturn DOver/

£ £ {indarjspend &
Police Officer Pay & On Costs 92,921,800 92,430,090 (491,710)
Police Staff Pay & On Costs 35,731,700 35,178,076 (553,624)
Cther Employee Expenses 601,100 492 485 (108,615)
Police Pensions 2,952,900 2,784,031 (168,869}
Premises 8,713,100 8,673,330 (38,770)
Transport 3,740,500 3,664,925 {75,575)
Supplies & Sendces 11,877,000 11,997 453 120,453
Agency 1,274,900 1,336,815 61,915
Debt Charges 853,600 1,219,808 266,208
Revenue Contribution to Capital 2,904,600 2,677,037 {227 ,563)
Government Grants (2,879,800) (2,901,648) (21,848)
General Income (2,893,650) (3,181,911) (288,261}
Regicnai Units 9,507,900 9,415,612 (92,288)
Interest Receipts (290,000) (278,828) 11,172
Contributions toffrom Reserves (783,734) (620,348) 163,386
BCU Fund 621,400 585,919 (35,481)
Regional and National Policing (112,800} (424,202) (311,402)
Other Specific Grants 134,859 75723 (59,136)
Partnerships 701,841 533,050 (168,791)
otal for the Chust Consabls _ BSTIAIE|  1aBSTANT]  @bwams
Office of the Police and Crime Commissioner 1,533,197 664,495 (868.702)
Yotel fiv Derbyshits Polies 1672104131  t8421.992 ) pLasBA0%]

Key points to note in respect of individual variations in the table above include; -

Police Officer Pay and Allowances, including Overtime — (£0.492m) underspend. The majority of the
underspend is against overtime budgets where demands have been contained, without the need to incur
extra payments for working beyond normal hours.

Poiice Staff Pay and Allowances, including Overtime — (£0.554m) underspend. This underspend is

largely due to staff vacancies in Criminal Justice, Information Services and Contact Management
Departments. Information Services and Contact Management Departments have been recruiting to
bring the numbers of staff back up to full establishment, whilst Criminal Justice have been holding
vacancies until a review of structures in light of recent investment in system and procedures has been
completed.

Other Employee Expenses — (£0.109m) underspend. The majority of the underspend relates to there
being less reliance on extemal training companies to provide training for the Constabulary, as more is
being provided by the regional collaborative unit.

Police Pensions — (£0.169m) underspend. A budget was set to cover the cost of 14 officers retiring on
the grounds of ill health during the year, whereas only 10 actually retired. This figure can fluctuate from
year to year depending on the number of applications that are made and more importantly whether they
meet the strict criteria for ill health retirement.

Supplies and Services — £0.120m overspend. This overspend has occurred across a range of budget
headings explanations for the largest variances include: -

=  Uniforms — £0.306m overspend. This variance is due to an accounting adjustment of moving the
cost of uniforms from the balance sheet to the revenue account. This is not a true revenue
overspend as charging to the balance sheet smooth's the impact of purchasing uniforms over a
number or years, whilst a direct charge to revenue resuits in expenditure being shown in one
accounting period. The amendment was necessary as part of changes to the Constabulary’s stores
function being undertaken by Business Support.

¢ Professional Fees — £0.137m overspend. This budget covers a wide range of specialist services
the Constabulary has to buy in e.g. medical advice in support of investigations. Demand is difficult
to predict and has been greater than anticipated.
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«  Handheld Terminals/Blackberrys — (£0.106m) underspend and ICT Circuits: (£0.140m) underspend.
Both these budgets have under spent due to the work undertaken by the IS Department, which
included the upgrade of Force's ICT network. This has resulted in being able to reduce the number
of circuits needed. Negotiations have also been undertaken with the mobile phone supplier, which
has also resulted in reductions in cost.

Debt Charges — £0.266m overspend. Following the transfer of the North Midlands Helicopter to the
National Police Air Service (NPAS) additional debt charges were incurred following the early repayment
of the ioan taken out for the purchase of the helicopter. This additional cost is being met from the
earmarked reserve, which was created for the North Midlands Helicopter Unit.

Revenue Contribution to Capital Outlay — (£0.228m) underspend. A contribution from the revenue

budget has been made to ensure the sustainability of the capital programme. The variance reflects the
timing of the delivery of projects for which orders have been placed but also, in some areas, additional
external funding has been secured.

Income — (£0.288m) additional generated. Income generation is very difficult to estimate, therefore
budgets are usually pessimistic. The main areas where more income has been generated than
anticipated include: -

* Proceed of Crime Act (POCA) £0.132m
+ Vehicle recovery £0.200m

Regional Collaboration — (£0.092m) underspend. The outtun reflects collaboration areas where some

cost sharing has taken place during 2013/14, This includes the ‘officers in kind’ contributed to the
already existing EM Special Operations Unit.

Partnerships — (£0.169m)underspend. The underspend reflects the timing of the delivery of projects for
which orders have been placed but will be not spent next year.

Regional and National Policing — (£0.575m) underspend. The majority of this underspend relates to

extemnal funding held on behalf of the national POCA scheme, administered in part by Derbyshire.

Crime

The end-of-year figures for the Constabulary show that recorded crime rose by two per cent in 2013/14
compared to April to March 2012/13; an increase of 1,094 offences.

A combination of tough economic circumstances and an increase in offences classed as stealing has
made a direct impact on crime levels in Derbyshire and especially other parts of the north of England.
Many of the 2000 newly classified stealing offences are of very low value and do not represent a
significant increase in crime risk.

The significant reduction in police and other agencies’ budgets has meant hundreds less police officers,
police staff and big reductions in other partners’ staff numbers. This makes it more and more difficult to
carry out the preventative and diversionary work that can make such a difference to levels of crime.
Although the number of offences reported by the public increased, there were still 15 per cent fewer
than there were two years ago.

Crimes of violence reduced by 6.5 per cent from 9,820 to 9,177 while shoplifting and non-domestic
burglaries rose by 17 per cent (848) and 19 per cent (787) respectively. Vehicle crime (which includes
theft of and from vehicles) rose by nine per cent (470) and domestic burglary rose by two per cent (51).

The confidence and satisfaction levels continue to remain high. In the latest independent Crime Survey
of England and Wales, Derbyshire saw its highest ever level of confidence with more than 76 per cent of
people in Derbyshire indicating that they have confidence in their police and satisfaction with our service
is also high at 87 per cent.

Outlook for 2014/15 and key challenges

The financial outlook continues to be uncertain as the Government is continuing to announce grant
settlements for one year at a time. It is clear that there are to be deeper cuts for 2015/16 and some
commentators are predicting that the period of austerity could last up to 2020. This will have an even
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more fundamental impact on the resources available to deliver policing services in Derbyshire and the
way we deliver those services.

in September 2013 the Constabulary embarked on the next phase of the Moving Forward programme.
The main focus is on conducting Priority Based Budgeting (PBB). The aim of PBB is to understand the
services that are currently delivered and how much they cost; to prioritise the services that should be
invested in and deliver in the future to meet the Constabulary’s priorities and the Police and Crime Plan.
Every aspect of police spending is being reviewed and the Constabulary intends to set out a clear long
term plan to close the remaining budget gap over the next five years. Some tough choices will need to
be made as the Commissioner and Constabulary tries to balance the need to continue to deliver high
quality services during this period of austerity, as well as redirecting resources towards new emerging
policing demands.

Reserves and in particular the operational funding reserve will play an important part in helping to
implement this next savings programme. The reserve, which has risen to some £21m will play two
important roles over the next period of austerity up to 2020,

+« Managing temporary budget deficits — reserves will provide a cushion {o manage any budget
deficits that may arise as a result of substantial upfront costs (e.g. redundancy or retirement costs),
unforeseen additional pressures (as a result of deeper Government grant cuts) or due to the timing
of implementing savings initiatives

e Investing for the future — the Commissioner has already committed to build a new joint force HQ
that will deliver future savings. Similarly there will be a need to invest further in [T if the force is to
deliver more efficient working and manage with fewer staff and officers.

Derbyshire Police has a good track record of delivering savings and managing the impact that these
have on the service we provide to local people. The reserves that we have built up will help us to
manage these further reductions so that we continue o adopt 2 measured approach. Nevertheless we
still cannot under-estimate the scale of the savings we will still need to make or the impact that they will
have on the way we deliver our service.

Pensions

The Police Officer Pension Liability and Police Officer Pension Reserve, which are disclosed at the end
of this Statement of Accounts, reflect the implementation of Intemational Financial Reporting Standard,
IAS 19. The pension liability shows the underlying commitments that the Group has in the long run to
pay retirement benefits obligations as they fall due. The Chief Constable’'s Balance Sheet also
recognises a long-term debtor with the Commissioner's equivalent to the 1AS19 liability. This debtor
reflects the commitment of the Commissioner to provide funding to the Chief Constable to meet these
obiigations. The most recent Police Pension fund valuation by the scheme's actuary shows an increase
in liabilities due in the main to the change in actuarial assumptions used to calculate the pensions
liability and changes to members’ commutation terms. The pension coniributions of 24.2% of
pensionable pay are made to finance the liability, with the actual pensions and commuted lump sums
being met directly by the Police Pension Fund Revenue Account. The shortfall on the Pension Fund
between contributions and other income receivable and benefits payable was met by the Home Office in

2013M4.

Police Reform and Social Responsibility Act 2011

Following the Stage 1 transfer introducing Police and Crime Commissioners and abolishing Police
Authority’s the Act now requires a second ‘Stage 2’ transfer which refers to the subsequent movement
of certain staff, property, rights and liabilities from the Commissioner to the Chief Constable to be
completed by April 2014. The Stage 2 transfer is designed to allow the Commissioner the freedom to
make his own local arrangements about how their functions and those of the police force will be
discharged in future.

The governance and support staffing amrangements under the second phase submitted by the
Commissioner were approved by the Secretary of State in December 2013. The accounting treatment
reflecting these arrangements will be reflected in the Statement of Accounts for the year ending 31
March 2015.
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Collaboration

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

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

Caollaboration is based on three key principles:

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

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

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

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

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

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

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

Derbyshire Police has always engaged actively in a range of collaborative initiatives, It has adopted a
prudent approach to collaboration based on a set of collaboration principles agreed by the Police and
Crime Commissioner and Chief Constable. This includes the two key principles that:-

1. The Derbyshire Constabulary and PCC will ensure we maximise local savings to address our
immediate and future financial pressures. We are already very efficient and will focus greater
efficiency and on delivering savings at a local level prior to entering into collaborative ventures.

2. Any future collaboration will be tested against the priorities of the force and the objectives and
manifesto pledges set by the Commissioner within his Police and Crime Plan. Any current and
future collaborative models will be commensurate with risk and not expose Derbyshire to any
greater risk or cost than a local solution.

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

Changes to the Statement of Accounts

This year the Commissioner and Chief Constable have adopted & new accounting treatment to
recognised police pension costs in the Chief Constable’s accounts in accordance with IAS 19
(Employee Benefits). The liability for police pensions on the Chief Constable’s Balance Sheet is offset
by an intra-group debtor refiecting the Commissioner's responsibility to provide funds from the police
fund each year to enable the Chief Constable to administer police pension payments.

Similarly within the Chief Constable’s CIES the IAS 19 pension costs are offset by intra-group funding
adjustments within the Net Cost of Policing Services and within ‘Financing and Investment’ and ‘Non
Specific Grant Income and Contributions’ lines. The Commissioner's Balance Sheet shows a matching
liability and police pension reserve to refleci its responsibility o provide funds for the payment of police
pensions.
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The same accounting treatment has been adopted in respect of accumulated absences due to police
officers, but not taken at the reporting date. The liabilities in the Chief Constable’s Balance Sheet are
offset by an intragroup transfer from the Commissioner to reflect the fact that the Commissioner
ultimately funds these costs.

The prior year Accounts for the Commissioner and Chief Constable have been restated to reflect the
above change in accounting treatment.
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STATEMENT OF RESPONSIBILITIES FOR THE ACCOUNTS
The Chief Constable’s Responsibilities
The Chief Constable is required: -

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

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

o to approve the statement of accounts

| approve these Statements of Accounts

Signed

Mick Creedon

Chief Constable
Date: 23 {200

The Director of Finance and Business Services’s Responsibilities

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

In preparing this Statement of Accounts the Director of Finance and Business Services has: -
» selected suitable accounting policies and then applied them consistently;

» made judgements and estimates that are reasonable and prudent; and

» complied with the local authority code.

The Director of Finance and Business Services has also: -

» kept proper accounting records which were up to date; and

» taken reasonable steps for the prevention and detection of fraud and other irregularities.
DIRECTOR OF FINANCE AND BUSINESS SERVICES CERTIFICATE

| certify that the Statement of Accounts presents a true and fair view of the financial position

of the Chief Constable for Derbyshire as at 31 March 2014 and of its income and
expenditure for the year ended 31 March 2014.

Signed —— A
Terry Neaves CPFA
E Director of Finance and Business Services

Date: =x = l2oni
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Independent auditor’s report to the Chief Constable for Derbyshire

We have audited the financial statements of the Chief Constable for Derbyshire for the year ended
31 March 2014 on pages 17 to 32. The financial reporting framework that has been applied in their
preparation is applicable iaw and the CIPFA/LASAAC Code of Practice on Local Authority Accounting
in the United Kingdom 2013/14.

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

Respective responsibilities of the Director of Finance and Business Services and auditor

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of whether the
accounting policies are appropriate to the Chief Constable’s circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the Director of Finance and Business Services; and the overall presentation of the
financial statements.

In addition, we read all the financial and non-financial information in the Explanatory Foreword to
identify material inconsistencies with the audited financial statements and to identify any
information that is apparently materially incorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing the audit. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion the financial statements:
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¢ give a true and fair view of the financial position of the Chief Constable as at 31 March 2014 and
of the Chief Constable’s expenditure and income for the year then ended;

¢ have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2013/14.

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

¢ the annua! governance statement set out on pages 33 to 40 does not reflect compliance with
‘Delivering Good Governance in Local Government: a Framework’ published by CIPFA/SOLACE in
June 2007; or

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

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

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

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

We have nothing to report in respect of these matters

Conclusion on the Chief Constable for Derbyshires arrangements for securing
economy, efficiency and effectiveness in the use of resources

The Chief Constable’s responsibilities

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

Auditor’s responsibilities

We are required under Section 5 of the Audit Commission Act 1998 to satisfy ourselves that the
Chief Constable has made proper arrangements for securing economy, efficiency and effectiveness
in its use of resources. The Code of Audit Practice issued by the Audit Commission requires us to
report to you our conclusion relating to proper arrangements, having regard to relevant criteria
specified by the Audit Commission.

We report if significant matters have come to our attention which prevent us from concluding that
the Chief Constable has put in place proper arrangements for securing economy, efficiency and
effectiveness in the use of resources. We are not required to consider, nor have we considered,
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whether all aspects of the Chief Constable’s arrangements for securing economy, efficiency and
effectiveneass in the use of resources are operating effectively.

Scope of the review of arrangements for securing economy, efficiency and effectiveness in the use
of resources

We have undertaken our audit in accordance with the Code of Audit Practice, having regard to the
guidance on the specified criteria, published by the Audit Commission in October 2013, as to
whether the Chief Constable has proper arrangements for:

o securing financial resilience; and
e challenging how he secures economy, efficiency and effectiveness.

The Audit Commission has determined these two criteria as those necessary for us to consider under
the Code of Audit Practice in satisfying ourselves whether the Chief Constable put in place proper
arrangements for securing econcmy, efficiency and effectiveness in the use of resources for the year
ended 31 March 2014,

We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment,
we undertook such work as we considered necessary to form a view on whether, in all significant
respects, the Corporation Sole of the Chief Constable had put in place proper arrangements to
secure economy, efficiency and effectiveness in the use of resources.

Conclusion

On the basis of our work, having regard to the guidance on the specified criteria published by the
Audit Commission in October 2013, we are satisfied that, in all significant respects the Chief
Constable for Derbyshire put in place proper arrangements to secure economy, efficiency and
effectiveness in the use of resources for the year ending 31 March 2014.

Certificate

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

Ao

Andrew Cardoza

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

One Snowhill

Snowhill Queensway

Nottingham

B4 6GH

26 September 2014
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CHIEF CONSTABLE
STATEMENT OF ACCOUNTING POLICIES

Accounting Policies

General Principles

These financial statements have been prepared in accordance with the Code of Practice (the Code) on
Local Autherity Accounting in the United Kingdom issued by the Chartered Institute of Public Finance
and Accountancy (CIPFA) and the Accounts and Audit Regulations 2003 (as amended) and the Service
Reporting Code of Practice for Local Authorities 2013/14 (SeRCOP). The accounting policies contained
in the Code apply International Financial Reporting Standards (IFRS) as adapted for the public sector by
the International Public Sector Accounting Standards (IPSAS).

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

The Accounting Policies below also reflect the powers and responsibilities of the Chief Constable as
designated by the Police Reform and Social Responsibility Act 2011 and the Home Office Financial
Management Code of Practice for the Police Service, England and Wales 2013. The Accounting
policies defined here are consistent with local reguiations, local agreement and practice as well as the

PCC Group policies.

The Accounts cover the 12 months to 31 March 2014.

Cost Recognition

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

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

=  Supplies are recorded as expenditure when they are consumed.

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

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

Provisions

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

Chief Constable for Derbyshire Statement of Accounts 2013/14
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Employee Benefits

Benefits Payable During Employment

Short-term employee benefits are those due to be settled within 12 months of the year end. They
include such benefits as salaries, paid annual leave and paid sick leave, expenses, bonuses and non-
monetary benefits {e.g. cars) for current employees. The financial consequences of these benefits are
recognised in the Chief Constable’s CIES in the year in which the employee renders service to the Chief
Constable. |AS 19 Employee Benefits also requires the Group to account for short-term compensating
absences which include time owing and annual leave accrued by accruing for the benefits which have
accumulated but are untaken by the 31 March 2014,

Termination Benefits

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

Post employment benefits

The Police Pension Scheme (PPS) is a contributory occupational pension scheme (contracted out from
the State eamings Related Pension Scheme), govemmed by the Police Pension Regulations 1987 (as
amended) and related regulations that are made under the Police Pensions Act 1976. The 2006 New
Police Pension Scheme (NPPS), which started on 1 April 20086, is a contributory occupational pension
scheme {contracted out from the State earnings Related Pension $cheme), governed by the Police
Pensions Act 1976 (as amended by the Police Pension Regulations 2007). Officers make contributions
of 24.2% of pensionable pay. The employees’ contribution is set nationally by the Home Office and is
subject to triennial revaluation. A Pension Fund was set up on 1 April 2006 to administer both schemes.

Police staff and PCSO’s

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

Value Added Tax (VAT)

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

Jointly Controlled Operations

Jointly controlled operations are activities undertaken in conjunction with other venturers that involve the
use of the assets and resources of the venturers rather than the establishment of a separate entity. The
Group recognises on its Balance Sheet the assets that it controls and the liabilities that it incurs. The
Chief Constable Accounts include Derbyshire’s share of running these operations as part of the CIES.

Events after the date of signing the accounts

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

Chief Constable for Derbyshire Statement of Accounts 2013/14
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Changes in Accounting Estimates
Significant estimates and judgements in applying Accounting Policies

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

Material estimates and assumptions are made in the following cases:

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

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

The Accounting Policies and Changes in Accounting Estimates can sometimes be found as a note to
the Financial Statements,

Chief Constable for Derbyshire Statement of Accounts 2013/14

16






COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT FOR THE CHIEF CONSTABLE

This statement shows the accounting cost in the year of providing services in accordance with generally accepted accounting principles for the Chief '
Constable, In addition to the amount of funding by way of grant income. In practice all the respective costs are paid for by the Commissioner and the CIES
includes the intra-group adjustment resutting in a nil balance for total comprehensive income and expenditure.
Rastated
Chief Constable Chief Constable
For the year ended 31 March 2013 For the year ended 31 March 2014
14 4 E g
g . % £ £
w E e £ £ 0 E E £
w @ @ ] H
[-% 5 H =% e & g e a
58 of Ef 61 & 2§
£000 £000 £000 £000 £000 £000
79,820 (6,642) 73,178  Local Policing 83,213 (2,634) 80,579
14,108 (411) 13,697 Dealing with the Public 14,860 {324) 14,536
15,555 (1,145) 14,410  Criminal Justice Arrangements 16,127 (1,110 15,017
9,440 (2,290) 7,150 Road Policing 9,373 (2,240) 7,133
9,127 (258) 8,869 Speclalist Operations 9,887 {601) 9,206
9,216 (579} 8,637 Inteligence 10,500 (537) 9,963
40,879 (2,114) 38,765 Specialist investigation 40,391 (1,821) 38,570
7,300 (986) 6314 Investigative Support 5,617 (72) 5,545
6,665 (5,903) 762 National Policing 12,283 (8.637) 2,646
354 [} 354 Corporate and Demacratic Core 330 o 330
456 0 456  Non Distributad Costs 77 0 T7
192,920 {20,328) 172,592 Cost of Policing Services before revaluations/funding 202,668 (18,978) 183,682
0 0 0 Revaluation losses not charged to Chief Constable 0 o 0
(192,920) 20,328 {172,692) Intra-group funding (202,668) 18,976 (183,692)
0 [] 0 Cost of Policing Services [] 0 []
Financing and Investment Income and Expenditure
66,640 0 66,640 Police Pensions interest Cost 69,260 0 69,260
(66,640) 0 (66,640) Intra-group Fund adjustment (Police Pensions Interest Cost) (69,260) 0 {69,260)
Taxation and Non-Speclific Grant Income
0 0 (185,840} Intra-group Fund adjustment (Acluarial Loss/Gain on Police Pensions) 0 0 77,720
0 0 (185840} (Surplus) or Deficit on the Provislon of Services [ 0 77,720
185,840  Actuarial (Gains) or Losses on Police Pansion (77,7200
185,840 Other Comprahensive incoma and Expenditure {77,720)
0 Total Comprehensive Income and Expenditure /]
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BALANGE SHEET OF THE CHIEF CONSTABLE

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the Chief Constable. The Chief
IConstable does not own any assets or liabilities nor hold any reserves at year end. |t does include Police Pension Fund entries to show the

reader its accounting for pension liabilities on the Balance Sheet 31 March.

Restated
31-Mar-13
£000

1,610,650 Police Officer Pension - Intra Group Debtor
0  Total Long-Term Assets

1,837 Accumulated Absences - Intra Group Debtor
1,837 Total Current Assets

(1,837)  Pollice Officer Benefits (Accumulated Absences)
{1.837)  Total Current Liabilities

{1.610,550)  Police Officer Pensions Liabilities
(1,610,550)  Total Long-Term Liabilities

{1,610,550) Net Assets/{Liabilities)

0 Usable Reserves
0 Unusable Reserves

[1] Total Reserves

31-Mar-14
£000

1,602,656
0

1,204
1,204

(1,204)
(1,204)

{1,602,656)
(1,602,656)

(1,602,656)

0
0

CASHFLOW OF THE CHIEF CONSTABLE

This statement does not show any cash-flows for the year ending 31 March as all payments were made from the Police Fund which is held by
lthe Commissioner and similarly all income and funding is received by the Commissioner during the year. The financial consequences of the
operational activities undertaken by the Chief Constable can be seen in the Comprehensive Income and Expenditure Statement.

Chief Constable for Derbyshire Statement of Accounts 2013/14

Restated
31-Mar-13 31-Mar-14
£'000 £'000
{185,840) Net {Surplus) or Deficit on the Provision of Services 77,720
185,840 Adjust Net (Surplus) or Deficit on the Provision of Services for Non-cash Movements (77,720)
Adjust for ltems Included in the Net Surplus or Deficit on the Provision of Services that are
[ Investing and Financing activities 0
0 Investing Activities 0
0 Financing Activities 0
0 Net (Increase) or Decrease in Cash and Cash Equivalents 0
0  Cash and Cash Equivalents at the Beginning of the Reporting Period o
0 Cash and Gash Equivalents at the End of the Reporting Period 0
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Notes to the Financial Statements for the Chief Constable

Note 1 Change to Accounting Treatment

This year the Commissioner and Chief Constable have adopted a new accounting freatment to
recognise police pension costs in the Chief Constable’s accounts in accordance with 1AS 19
(Employee Benefits). The liability for police pensions on the Chief Constable’s Balance Sheet
is offset by an intra-group debtor reflecting the Commissioner's responsibility to provide funds
from the police fund each year to enable the Chief Constable to administer police pension
payments.

Similarly within the Chief Constable’s CIES the IAS 19 pension costs are offset by intra-group
funding adjustments within the Net Cost of Policing Services and within ‘Financing and
Investment’ and ‘Non Specific Grant Income and Contributions’ lines. The Commissioner's
Balance Sheet shows a matching liability and police pension reserve to reflect its responsibility
to provide funds for the payment of police pensions.

The same accounting treatment has been adopted in respect of accumulated absences due to
police officers, but not taken at the reporting date. The liabilities in the Chief Constable's
Balance Sheet are offset by an intragroup transfer from the Commissioner to reflect that the
Commissioner ultimately funds these costs.

The prior year Accounts for the Commissioner and Chief Constable have been restated to
reflect the above change in accounting treatment.

Note 2 Subjective Expenditure Analysis

In the table below the financial resources of the Commissioner consumed at the request of the
Chief Constable for the year to 31 March 2014 are presented in a subjective analysis format.
The subjective analysis is used by management to make decisions about resource allocation
in internal management reports. It differs from the analysis of income and expenditure on the
face of the CIES as specified by the CIPFA Service Reporting Code of Practice (SeRCOP),
which is by policing activity.

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

Chief Chief
Constable Constable
201213 2013/14
Restated
£'000 Financial Resources of the £000
Commissioner consumed at the
request of the Chief Constable
85,381 Police Pay & Allowances 81,724
41,347 Police Staff Pay & Allowances 43,333
228 Other Pay and allowances 225
643 Other Employee Expenses 641
30,130 Police Pensions {Current Cost) 38,300
7,794 Premises 7,769
4,572 Transport 4,346
13.519 Supplies & Services 14,310
3,522 Agency & Contracted Services 6,785
5,328 Cost of using Commissioner's Assets 5,158
456 Non Distributed Costs 77
192,920 202,668
Income from fees/charges and Special
(20,328) Government Grant (18,976}
172,592 Net Cost of Policing Services 183,692
{172,592) Intra-group funding {183,692)
0 0
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Note 3 Officers Remuneration

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

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

in cash.
Post Holder Note Total Salary Allowances Other Benefite | Employer Total
Information Remuneration £ £ payments in Kind pension Remuneration
2012113 £ £ £ 201314
£ £

Chief Constable {CC) 1,3 177,630 148,626 12,17 13,070 6,156 180,269
Deputy CC 3 129,809 115,441 9,736 775 4,245 130,197
Deputy CC 2 151,765 115,441 4,935 775 3,603 27,937 152,691
Coliaboration
Assistant CC Crime 4 124,200 26,563 1,419 50 1,796 6,315 36,143
and Territorial
Policing _
Assistant CC 5 146,036 86,507 15,391 627 3,320 19,645 125,490
Operational Support
Chief Supt C Division/ 6 89,215 8,096 708 21,242 119,261
Temp ACC Crime and
Territorial Policing
Chief Supt Corporate 7 78,730 4,254 2,537 19,053 104,574
Services / Temp ACC
QOperational Support
Assistant CC Special 8 136,820 63,910 8,541 364 501 73,316
Branch {secondment})
Director of Finance 113,033 90,957 7,000 775 14,644 113,376

Note 1 - As the total remuneration for 2013/14 has exceeded £150k the regulations require that Mr M Creedon

be named.
Note 2 - As the total remuneration for 2013/14 has exceeded £150k the regulations require that Mr P Goodman

be named.

Note 3 - The Chief Constable & Deputy Chief Constabie have opted out of the Police Officers Pensicn scheme.
Note 4 - ACC Crime and Territorial Policing retired on the 15/07/13.

Note 5 - ACC Operational Support resigned on 06/01/14.

Note 6 - Chief Supt C Division carried out the role of Temporary ACC between 15/07/13 to 31/03/14 full salary

detalls for the whole year have been shown.

Note 7 - Chief Supt Corporate Services carried out the role of Temporary ACC between 08/01/14 to 31/03/14 full
salary details for the whole year have been shown.

Note 8 - ACC Special Branch is a secondment to ACPO TAM and costs are fully recovered. The holder of this
post isft on the 01/11/2013 and was not replaced with a Derbyshire officer.

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

Remuneration Band Note No. Of Employees No. Of Employees
201213 201314

£50,000 - £54,999 8 10
£55,000 - £59,999 2 3
£60,000 - £64,999 0
£65,000 - £69,999 1 0
£70,000 - £74,999 1 3
£75,000 - £79,909 3 1
£80,000 - £84,999 4 5
£85,000 - £89,999 3 0
£90,000- £94,999 2 3

£130,000- £134,999 1 0 1

TOTAL 24 26

Note 1 — The remuneration for this Police Officer included a one off payment of £60,700 for the
backpay of rent allowance for a number of years.

Exit Packages

The total cost of £324,018 in the table below is the cost of exit packages that have been
agreed, accrued, and charged to the Group’s Comprehensive Income and Expenditure
Statement in the cument year. Included in the 2013/14 bandings is the cost of 1 exit package
that was provided for in the previous year provision.
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The majority of the exit packages agreed in 2013/14 are as a result of the East Midlands
Forensic Collaboration, where employees have TUPE transferred to Derbyshire and then
volunteered for redundancy. The cost of the collaboration redundancies have been split
between the participating forces based on the agreed formula.

201213 201314
Number of Number of Total Total cost Exit package Number of Number of Total Total cost
compulsory other Number of of exit cost band compulsory other Number of exit
redundancies | departures Exit packages in {including redundancies | departures of Exit packages
agreed Packages each band special agreed Packages in each
Agreed £ payments) Agreed band
£
0 13 13 91,274 £0 - £20,000 0 13 13 101,620
1 3 4 110,715 £20,000-£40,000 0 2 2 48,791
0 1 1 41,798 £40,001-£60,000 0 2 2 104,488
0 0 0 £60,001-£80,000 0 2 2 148,287
0 1 1 81,200 £80,001-£100,000 0 0 0 0
1 18 19 324,987 Sub Total 0 i9 19 403,186
Less Amount met
{1 (14) (15) (212,737} from previous 0 {1) 1 {79,168)
years provision
0 4 4 112,250 TOTAL 0 18 18 324,018

Note 4 External Audit Fees

Fees in relation to external audit for the Chief Constable are as follows: -

201213 201314
£'000 £'000
Fees payable with regard to external audit services 20.0 20.0
TOTAL 20.0 20.0

Note § Jointly Controlled Operations

East Midlands Jointly Controlled Operations

Jointly Controlled Operations (JCO) or Collaborations with other East Midlands Forces are
used to deliver services within the Force. The share of cost to Derbyshire is different
depending on the number partaking in the JCO,

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

Derbyshire.

31 March 2013 31 March 2014
Jointly Derbyshire | Comprehensive Income and Jointly Derbyshire
Controlled Police Expenditure Statement Controlled Palice
Operations Operations

£'000 £'000 £000 £'000
16,329 4112 Employees’ Expenses 16,883 4227
1,013 227 Premises 515 114
854 201 Transport 946 226
2,795 655 Supplies and Services 3,024 704
111 25 Agency and contracted Services 110 25
299 66 Capital Charges 411 a1
Revaluation Losses 3,266 725
21,401 5,286 Gross Operating Expenditure 25,155 6,112
{386) (105) Other Income (362) (89)
{1 0 Profit and loss on disposal of 0 0
Fixed Assets
21,014 5,181 Net Operating Expenditure 24,793 6,023
Financed by:-
{19,593) (4.879) Contributions from Partners {20,476) (5,076)
{1.735) (382) Extemal Grants (2,516) {559)
0 0 Capital Grants & Contributions (145} (48)
(314) {80) {Surplus} / Deficit for the year 1,656 340

Chief Constable for Derbyshire Statement of Accounts 2013/14
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The JCO's to which the Commissioner contributes cover a number of operational and support
areas. Details of these are set out in the table below {(Where reference is made to ‘all 5 forces’
this means Derbyshire, Leicestershire, Lincolnshire, Northamptonshire and Nottinghamshire)

Jointly Controlled Activity Participants | Commenced | Derbys Gross Total | (Surplus)
Operation % Exp | Income 1 Deficit
£'000 £°000
EM SOU - SOC Specialist All 5 forces Jan 2003 222 2,968 {2,526) 442
Operations
EMSOU Major Crime — Co-ordination of All 5 forces Sept 2011 222 315 (317) (2)
Command Team Major Crime
investigations
EMSOU TSU Technical All 5 forces July 2011 22.2 457 (481) (24)
Surveillance
EMSOU Forensics Forensic analysis Derbys, April 2012 35.6 849 {920) (71)
and identification Lincs, Notts
EM Legai Services Specialist Legal Derbys, See note 1 25.5 261 (266) (5)
advice and services, | Leics, below
incl Insurance Northants,
Notts
EM CHRS — Learning & | Co-ordination of Derbys, April 2012 25.5 627 {632) (5)
Development regional fraining Lincs, Leics,
provision Notts
EM CHRS - Occupational Health | All 5 forces April 2012 222 357 (354) 3
Occupational Health Services
EM Strategic Procurement and Derbys, Sept 2012 33.3 278 {276) 2
Commercial Unit contract services Northants,
Notts
Totals 6,112 {5,772) 340

Chief Constabie for Derbyshire Statement of Accounts 2013/14

Note 1

Derbyshire and Nottinghamshire began collaborating on Legal Services from July 20711.
Northamptonshire and Leicestershire joined the collaboration during 2012/13 (in September 2012 and
November 2012 respectively). In 2012/13 therefore each force met a share of the unit’s net operating
costs only relating to the proportion of the year that it was involved in the collaboration. !'n 2013/14 the net
costs were fully shared across all 4 forces in accordance with the agreed formula, Derbyshire's percentage
being as shown in the above table.

Air Support Unit
The North Midlands Helicopter Support Unit (NMHSU)} is based at Derbyshire's Police

Headquarters. The unit is a consortium funded on a 50:50 split basis by Derbyshire &
Nottinghamshire forces. This is based on a set number of flying hours by each Force and in
both 2012/13 and 2013/14, neither Force flew excess hours. NMHSU was disbanded in
October 2013 and transferred to the National Police Air Service (NPAS). The Derbyshire
contribution for 2013/14 amounted to £0.291m, which reflects the cost until October.

North Midlands Helicopter Support Unit Statement of Accounts
£'000 £'000
2012113 Expenditure 2013114

- Employee Reiated Expenditure -
26 Premises 10
659 Transport Related Expenses 365
342 Supplies & Services 180
45 Capital Financing Costs 262
1,072 817
Less Income
- Sponsorship -
(38) Other (235)
(38) (235)
1,034 Net Expenditure 582
Funded By:
517 Derbyshire Constabuiary 201
517 Nottinghamshire Constabulary 291
1,034 582

Note 6 Related Party Transactions

The Chief Constable is required to disclose all material transactions with related parties -
bodies or individuals that have the patential to control or influence the Chief Constable or to be
controiled or influenced by the Chief Constabie.

24




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

Central Government

Central Government has significant influence over the general operations of the Chief
Constable — it is responsible for providing the statutory framework within which the Chief
Constable operates, provides the majority of its funding in the form of grants which are paid to
the Commissioner. lt also prescribes the terms of many of the transactions that the PCC
Group has with other parties {eg council tax bills). Grants received from govemment
departments to the Commissioner are set out in the PCC Group Statement of Accounts.

Officers
Certain senior officers might be in a position to influence significantly the policies, no related
party transactions have been identified following the consultation with relevant officers.

Other Public Bodies
The Chief Constable participates in Jointly Controlled Operations with other East Midlands
Forces. The transactions have been disclosed in Note 5.

Note 7 Accounting for Pension Costs {a)

As part of the terms and conditions of employment of officers and staff, the Chief Constable
offers post-employment (retirement) benefits. Although these benefits will not actually be
payable until employees retire, there is a commitment to make payments which needs to be
disclosed at the time that employees earn their future entilement. The Chief Constable
participates in two retirement schemes: -

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

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

The 2013/14 employer contribution of £5.167m consisted of £5.046m in ‘regular
contributions representing 16.1% of gross pay and £0.121m in additional ¢ne-off
contributions towards early retirements. This is in line with pension costs necessary to be
provided in accordance with IAS19 “Employee Benefits”.

In addition to contributions, compensation payments in the form of "added years” awarded
on premature retirement were paid amounting to £0.036m in 2013/14.

* The Police Pension Scheme for police officers is an unfunded single empioyer 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
pensfons liabilities. Two schemes are operated. The 1987 Police Pension Scheme is
based on a maximum pensionable service of 30 years, whilst the 2006 New Police
Pension Scheme (effective for police officers commencing from April 2006 onwards) is
based on a maximum pensionable service of 35 years.

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

For 2013/14 a Top up grant of £18.384m was received from the Home Office and the
employer's contributions to the account amounted to £16.48fm representing 24.2% of
pensionable salary. The rate from 1 April 2013 is again 24.2% and this will be reviewed
by the Government Actuary’s Department during 2013/14 for the period commencing 1
April 2014, In addition, payments were made into the Pensions Fund Account totalling
£0.777m to reimburse the costs of benefits becoming payable eary due to ill-health
retirement. Injury-related payments amounted to £2.103m and these were paid from the
Comprehensive Income and Expenditure Accourt. The Pensions Fund Account is
shown on page 31.
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Transactions relating to post-employment benefits (b)
In order to reflect the fuli financial consequences of using the services of staff during the year,
a charge for pensions is made to the Chief Constable’s CIES. Under IAS 19 this charge is

made up of the Current Service Cost, and past service cosls.

The Current Service Cost represents the total pension benefits eamed by active employees

during the year (not benefits paid), converted to their present value.

It is determined by

actuaries, independently of the funding of the 2 schemes and is a measure of the full liability

created during the year.
previous early retirements.

Past service costs and curtailments are commitments arising from

The total charges for Police Staff made to the Chief Constable for retirement benefits are as

follows:
Local Govt Local Govt
Pension Pension
Scheme Scheme
2012113 2013/14
Operating Cost Statement £°000 £'000
e  Current Service Cost 5,506 7,004
+  Non Distributed Costs - past service cost/{(gain} 8 67
o Non Distributed Costs - curtailments 388 -
Total Charges made to the Chief Constable 5,902 7,161

In the PCC Group Accounts the costs shown above are reversed out of the General Reserve
via the Movement of Reserves Statement and replaced by the Actual pensions paid.

Police Pensions Schemes

2012113
Restated

201314

Comprehensive [&E Statement

1987
scheme

2006
scheme

Total

1987
scheme

Scheme

2006

Total

Cost of Services

. current service cost

. Non Distributed Costs - past
service cost/(gain)

*

Financing and Investment Income
and Expenditure
¢+  Net Interest cost

£000
25,380

64,930

£'000
4,750

1,710

£'000
30,130
60

66,640

£000
31,040
10

66,940

£000
7,260

2,320

£'000
38,300

69,260

Total Post Employment Benefits

Charged to the Surplus or Deficit

on the Provision of Services

Other Post Employment Benefits

charged to the Comprehensive

income and Expenditure Statement

. Re-measurement of surpluses
Ideficits

¢  Actuarial losses arising from
changes in financial assumptions

¢«  Other experience changes

Total Re-measurements

90,370

6,460

96,830

87,990

8,580

107,570

216,810
(40,730)
176,080

8,840
820
9,760

225,750
(39,910)
185,840

{45,700}
(26,160)

(71,860)

(4,430)
(1,430}

{5,860)

(50,130)
(27.580)
(77.720)

Total Post Employment Benefits

Charged to the Comprehensive

Income and Expenditure Statement

Movement in Reserves Statement

Expenditure

* Reversal of net charges for post
employment benefits in
accordance with the code

266,450

(266,450)

16,220

(16,220)

282,670

(282,670)

26,130

(26,130)

3,720

(3,720)

29,850

(29,850)

Actual amount charged against the
General Reserve Balance for
pensions in the year
«  Employers’ contributions
payabie to scheme
*  Retirement benefits payable

to pensioners

16,822

2,728

19,550

16,281

3.081

19,362

Chief Constable for Derbyshire Statement of Accounts 2013/14
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The Current Service Cost — which is the total increase in entitlements eamed by existing
employees during the year - and the other gains and losses are affected by changes in the
key actuarial and financial assumptions used in projecting future pension entitliements. Note
8b details the key demographic and financial assumptions which have been used in
caiculating these figures. It also quantifies the impact if different assumptions are used.

Note 8 Assets and Liabilities in relation to Post employment benefits (a)

The Police Pension scheme has no assets. Reconciliation of the present value of the
schemes’ liabilities is as follows:

Unfunded Liabilities:
Police Pension Schemes 1987 and 2006
£000
201213 201314
1987 2006 Total 1987 2006 Total
scheme scheme scheme scheme

Opening Balance (1,330,082) | (31,570} | (1,361,652) | (1,561,060) {49,490) | (1,610,550)
Current Service cost {25,380) {4,750} (30,130) {31,040) (7.,260) {38,300)
Interest on pension liabllities (64,930} {1,710) {66,640) (66,940) {2,320) {69,260)
Contributions  from  scheme 35,472 (1,700) 33,772 39,874 {2,130} 37,744
participants
Past Service (Cost) / Gain {60) - {60) {10) - {10}
Remeasurement (gains) and
losses:
»  Actuarial gains/losses arising {(216,810) (8,940) (225,750) 45,700 4,430 50,130

from changes in

assumptions
» Other - experience gains 40,730 (820) 39,910 26,160 1,430 27,590

and losses
Deficit as at 31 March (1,561,060) (49,490) | (1,610,550) | (1,547,316) (55,340) | (1,602,656)

Chief Constable for Derbyshire Statement of Accounts 2013/14

The Police Pension Scheme shows an overall deficit, this is a centrally funded scheme
administered and underwritten by HM Government. This and the fact that the employer
contribution rate will be assessed on a regular basis to ensure that it accurately reflects the
cost of the scheme creates a more stable environment for Police Officer pensions. The
government implemented staged increases to the rates of employee contributions over a 3-
year period which began from 1 April 2012. In addition, upcoming reforms to the scheme will
mean that as from 2015 accrued benefits will be based on a retirement age of 60, which is
later than currently.

Expected contributions for the scheme in the year to 31 March 2015 are £36.293m. The
weighted average duration of the defined benefit obligation for the Police Pension Scheme is
21 years for the 1987 scheme and 38 years for the 2006 scheme.

Basis for estimating liabilities (b)

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

The Police officer scheme has been assessed by the Government Actuary Department (GAD).
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The main assumptions used in their calculations have been: -

Police Pension
Schemes
201213 201314
Mortality assumptions: Years Yoars
Longevity at 85 for current pensioners:
Men 23.4 23.4
Women 25.8 25.9
Longevity at €5 for future pensicners
Men 257 25.6
Women 279 28.0
Financial Assumptions % %
Rate of RPI inflation
Rate of CPI inflation 25 25
Rate of increase in salaries 4.7 4.5
Rate of increase in pensions 25 2.5
Rate for discounting scheme liabilities 4.3 44
Take up option to convert annual pension
into retirement grant nfa nfa

The estimation of the defined benefit obligations is sensitive to the actuarial assumptions set
out in the table above.

The sensitivity analyses below have been determined based on reasonably possible changes
of the assumptions occurring at the end of the reporting period and assumes for each change
that the assumption analysed changes while all the other assumptions remain constant. The
assumptions in longevity, for example, assume that life expectancy increases or decreases for
men and women. In practice this is unlikely to occur and changes in some of the assumptions
may be interrelated. The estimations in the sensitivity analysis have followed the accounting
poiicies for the scheme, i.e. on an actuarial basis using the projection unit credit method. The
methods and types of assumptions used in preparing the sensitivity analysis below did not
change from those used in the previous period.

Change In Assumption as at 31/03/14 Police Pension Schemes - | Police Pension Schemes -
1987 scheme 2008 scheme
Approximate | Approximate | Approximate | Approximate
% increase to | monetary % increase to | monetary
Employer amount Employer amount
Liabllity £'000 Liability £'000
0.5% decrease in Real Discount Rate 111 164,000 19.7 9,400
1 year increase in member life expectancy 18 27,000 14 5,100
0.5% increase in the salary increase rate 22 32,000 10.7 4,300
0.5% increase in the pension increase 8.9 132,000 9.0 700
rate

Note 9 Accumulated Absences Account

Chief Constable for Derbyshire Statement of Accounts 2013/14

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

Accumulated Absences Account 2012113 | 2013M14
£'000 £000

Balance as at 1 April {1,401) (1,837)

Settlement or cancellation of accrual made at the end 1,401 1,837

of the preceding year

Amounts accrued at the end of the current year (1,837) {1.204)

Balance at 31 March (1,837) (1,204)
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Note 10 Note to Cashflow statement

Adjustments to the net surplus or deficit on the 201213 | 2013114
provision of service or non-cash movements £000 £000
Movement in Police Officer Pension Liability (248,898) | 7.894
Increasef(decrease) in Debtors 249,334 | (8.527)
Other non-cash items 185,404 | (77,087)
Balance at 31 March 185,840 | (77,720)

Chief Constable for Derbyshire Statement of Accounts 2013/14
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POLICE PENSION FUND ACCOUNT

201213 2013/14
£'000 £'000
Contributions Receivable :
(16,914) Employer { 16,481)
{731) Employer - lll Health Capitaf Credit (777}
{7,151) Employee - Existing Scheme ( 7,454)
{(1,172) Employee - New Scheme { 1,434)
Transfers In :
( 594} Transfer values receivable ( 707)
Benefits Payable :
32,650 Pensions 34,566
7,247 Commutations and lump sum retirement benefits 9,678
233 Lump sum death benefits 207
Payments to and on account of leavers :
2 Refunds of contributions 6
651 Transfer values payable 780
14,221 Sub-total : Net amount payable for the year 18,384
{ 14,221) Additional contribution from the Police and Crime Commissioner { 18,384)
to fund the deficit for the year
0 Net amount payablefreceivable for the year 0
Net Assets Statement
Current assets
2,819 Pensions paid in advance 3,170
Current Liabilities
0 Unpaid pension benefits 0
0 Unpaid pension benefits - previous vears 0]
(2,819) Surplus for year payable to Police and Crime Commissioner (3,170)
0 Other current liabilities 0
0 0

Chief Constable for Derbyshire Statement of Accounts 2013/14
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Notes to the Pension Fund Account

Note 1 Police Pensions Fund Account

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

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

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

the Government Actuary’s Department.

Under the new arrangements the Pension Fund Account balances to nil at the year end by
either receiving a contribution by the Commissioner to or fram the Police Fund. In 2013/14 a
contribution of £18.384m was received, this being equivalent to the pension top-up grant
received from the Home Office in 2013/14.

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

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

Note 2 Pension Fund Liabilities

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

Note 3 Accounting Policies

Accounting policies conform to those set out in the Statement of Accounts (page 14 to 16).
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Annual Governance Statement

1. Introduction

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

The Police and Crime Commissioner (Commissioner) and the Chief Constable have approved
and adopted a Derbyshire Joint Code of Corporate Governance which is consistent with the
principles of the CIPFA Framework: Delivering Good Governance in Local Government:
Guidance note for Police. A copy of the Joint Code of Corporate Governance can be obtained
from the Chief Executive, Office for the Police and Crime Commissioner for Derbyshire,
Butterley Hall, Ripley, Derbyshire, DE5 3RS. It is also available on the Commissioner's
website at  hitp:/’www.derbyshire-pcc.gov.uk/Public-Information/Policies-Procedures-and-

Guidance-Documents.aspx

This Annual Governance Statement explains how the Chief Constable has complied with the
joint code and also meets the requirements of Regulation 4[2] of the Accounts and Audit
(England) Regulations 2011 in relation to the review of the effectiveness of the system of
internal control.

2. Scope of responsibilities

The Commissioner and the Chief Constable are responsible for ensuring that business is
conducted in accordance with the law and proper standards, that public money is safeguarded
and properly accounted for, and used economically, efficiently and effectively. The
Commissioner and Chief Constable are responsible under the Police Reform and Social
Responsibility Act 2011 (the Act) for securing, inter alia, efficient and effective policing for
Derbyshire and to deliver value for money, being continuous improvement in the way in which
its functions are exercised, having regard to a combination of economy, efficiency and
effectiveness.

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

The Chief Constable for Derbyshire is responsible for maintaining the Queen's peace and
has direction and control over the officers and staff operating within Derbyshire
Constabulary. The Chief Constable holds office under the Crown and is appointed by the
Commissioner.

The Chief Constable is accountable in law for the exercise of policing powers and to the
Commissioner for the delivery of efficient and effective policing, management of
resources and expenditure by Derbyshire Constabulary. At all times the Chief Constable, his
officers and staff remain operationally independent in the service of the public. In
discharging his overall responsibilities, the Chief Constable is responsible for establishing
and maintaining appropriate risk management processes, governance arrangements and
ensuring that there is a sound system of internal control which facilitates the effective
exercise of these functions.
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The Chief Constable appointed a professionally qualified Chief Financial Officer (CFO) for
Derbyshire Constabulary with effect from 22 November 2012. Under the Police Reform and
Social Responsibility Act 2011 the Chief Constable’s CFO has a personal fiduciary duty by
virtue of their appointment as the person responsible for the proper financial administration of
Derbyshire Constabulary. This includes requirements and formal powers to safeguard
lawfulness and propriety in expenditure (Section 114 of the Local Government Act 1988 as
amended by paragraph 188 of Schedule 16 to the Police Reform and Social responsibility
Act 2011 (*2011 Act")). The Chief Constable’s CFO is a key member of Derbyshire
Constabulary’s Chief Officer Team, helping it to develop and implement strategy and to
resource and deliver the Commissioner's strategic objectives sustainably and in the public
interest. The CFO is actively involved in, and able to bring influence to bear on, all strategic
business decisions of the Chief Constable to ensure immediate and longer term implications,
opportunities and risks are fully considered. The CFO leads the promotion and delivery by
the Chief Constable of good financial management so that public money is safeguarded at all
times and used appropriately, economically, efficiently and effectively. The CFO ensures the
finance function is resourced to be fit for purpose and oversees that appropriate
management accounting systems, functions and internal controls are in place so that
finances are kept under review on a regular basis.

Under .35 of the 2011 Act in exercising his functions the Chief Constable must ensure that
goed value for money is obtained and this includes ensuring that persons under his direction
and control obtain good value for money in exercising their functions. Derbyshire
Constabulary {as a standalone entity} is legally required to produce an Annual Governance
Statement. The Statement helps the Commissioner to hold the Chief Constable to account
for efficient and effective policing. The Statement sits alongside the statutory accounts for
the Chief Constable and gives assurance to the Commissioner of Derbyshire
Constabulary’s governance arrangements. In addition, the Commissioner produces his own
Governance Statement.

3. The Governance Framework

The governance framework comprises the systems and processes, culture and values by
which the Chief Constable is directed and controlled and its activities through which it accounts
to, engages with and leads its communities. It enables the Chief Constable to moniter the
achievement of its strategic objectives and to consider whether those objectives have led to the
delivery of appropriate services and value for money.

The Constabulary's governance framework was in place at the year end 31st March 2014 and
is expected to be up to the date of the approvai of the Statement of Accounts 2013/14.

This statement has been prepared for the 2013/14 financial year to state Derbyshire
Constabulary’s current governance arrangements, to report on their effectiveness during the
year and to outline future actions planned to further enhance the arrangements. Derbyshire
Constabulary has adopted a joint code of corporate governance with the Commissioner,
which is consistent with the principles of the CIPFA/SOLACE Framework: Delivering Good
Governance in Local Government. This statement explains how the Chief Constable has
complied with the code and also meets the requirements of Section 4 of the Accounts and
Audit Regulations (England) 2011 in reiation to the publication of a statement on internal
control. This is underpinned by the governance framework as follows.

A Joint Audit Risk and Assurance Committee (JARAC) is in place providing independent
assurance to both the Commissioner and the Chief Constable on the adequacy of:-

¢ The risk management and the internal control framework operated by the PCC
and the Chief Constable.

= The effectiveness of their respective governance arrangements including
providing for value for money services.
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= Appointment, support and keep under review the work of internal and external
auditors as they provide assurance on risk management, internal controls and the
annual accounts through their work.

* The financial reporting process.
4. Corporate Governance Reporting and Processes

Derbyshire Constabulary's Chief Officer Team, led by the Chief Constable, is responsible for
ensuring Derbyshire Police has a corporate governance framework that reflects the principles
of openness, integrity, accountability and equality, and supports the delivery of quality policing.

The governance framework enables Derbyshire Constabulary to monitor the achievement of its
strategic objectives and to consider whether those objectives have led to the delivery of
appropriate, cost-effective services, inciuding achieving value for money. An annual review of
this framework takes place and appropriate improvements are made to ensure that it remains
fit for purpose. The Constabulary also carries out regular performance reviews, where each
Chief Officer holds the Division or Department to account for their performance.

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 and 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 Constabulary’s policies, aims and
objectives, to evaluate the likelihood and potential impact of those risks being realized, and to
manage them efficiently, effectively and economically.

5. Organisational Structures and Processes

Decision making structures are well established and are regularly reviewed to ensure they are
fit for purpose. The Commissioner’s Palice and Crime Plan sets out policing priorities and the
resourcing of those priorities. It reflects the areas of greatest importance locally, identified
through consultation with the public, or where performance improvement is required. Our plan
and our planning process are complementary to other partnership plans such as Community
Safety Partnerships, Local Criminal Justice Board and Local Strategic Partnerships.

We will work closely with our partners in order to ensure consistency and alignment where
possible. The Chief Constable holds monthly Senior Officer Meetings, which are attended by
the Constabulary’s Chief Officer Team, Divisional Commanders and Heads of Departments.
These meetings are used to consult on and develop policy and ensure the engagement of the
senior managers of the organisation in change. Police and Crime Plan objectives are
cascaded throughout the Constabulary via Divisional and Departmental briefings and included
as appropriate in individual Performance Development Reviews (PDRs).

The Commissioner approves an annual budget for the Constabulary activity which is aligned to
the Police and Crime Plan.

6. The risk management process by which Derbyshire Constabulary identifies
and seeks to prevent and mitigate key risks

An infrastructure has been established to support the effective management of risk and ensure
that information on risks is gathered and acted on in a consistent and efficient manner. The
Risk Management Group annually reviews the Risk Management Policy Statement and policy
guidance.
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The Constabulary recognises exposure to a wide and diverse range of risks and opportunities
in securing the delivery of priorities and objectives. All employees, volunteers, contractors and
partners are responsible for identifying and managing risks as part of their role and the Deputy
Chief Constable, as corporate sponsor, ensures that risk management is supported and
championed at Chief Officer Team level.

The Risk Management Policy provides clear guidance by which the Constabulary manages
uncertainty in a structured and effective way. The risk management framework and
infrastructure provide a solid foundation for risk management and standard for consistency
ensuring that information on risks is gathered and acted upon in an efficient manner.

Risk management is fully embedded into the business planning process in order to identify the
threat, harm and risk facing the Constabulary in order to prioritise and identify areas which
need resourcing. The Constabulary maintains a hierarchy of risk registers for strategic,
operational, project and programme risks. The JARAC maintains a strategic oversight of the
Risk Management Process.

The Risk Management Board, chaired by the Deputy Chief Constable, meets quarterly to
monitor changes to the Force risk profile and process. The Commissioner has a risk champion
who attends the meeting to maintain a strategic overview of risk management issues in the
Constabulary and report as appropriate to the JARAC.

7. Business Continuity

Derbyshire Constabulary has robust plans in place to ensure business continuity following
incidents. The Business Continuity Steering Group, comprising of relevant departmental
representatives assist the Business Continuity Manager in developing the business continuity
management process and respond to any business continuity crisis, as required.

8. ' Insurance

The Commissioner continues to maintain, develop and renew its insurance programme in
order to minimise financial risks.

9. Health and Safety

Derbyshire Constabulary takes very seriously its responsibility for the health and safety of all
who attend the premises where the business of Derbyshire Constabulary is conducted or are
affected by our undertaking. The overall responsibility for health and safety matters rests with
the Chief Constable, who ensures that effective procedures and processes are in place.

10. Reviewing and updating standing financial instructions, a scheme of
delegation and supporting procedure notes/manuals, which clearly define how
decisions are taken and the processes and controls required managing risks

The Financial Handbook is reviewed and updated regularly to ensure it remains fit for purpose.
Procedure notes and manuals are in place for all key systems and are also reviewed regularly.
A Scheme of Delegation sets out financial authorisation levels for police officers and staff
throughout the organisation. A Medium Term Financial Strategy is in place and is fully linked fo
the organisation’s strategic objectives. At an operational level, rigorous and regular budget
monitoring takes place and a well-established fraud assurance programme is in place. Robust
management of income collection and debt recovery continues.
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11. Ensuring compliance with relevant laws and regulations, internal policies and
procedures, and that expenditure is lawful

Processes for ensuring compliance with relevant law and regulations are well established and
work effectively. The Director of Finance and Business Support has statutory responsibilities in
this regard, and Internal Audit provides an assurance function and an annual independent
objective opinion on the control environment, comprising risk management, internal control and

governance.
All reports to Chief Officer Team and Project Boards together with all reports presented to the

Commissioner must consider legal implications.

A Regional Procurement Strategy is in place with regular procurement reporting to Regional
and Constabulary governance structures.

12. Determining the conditions of employment and remuneration of officers and
staff, within appropriate national frameworks

Processes for determining the conditions of employment and remuneration of officers and staff
within appropriate national frameworks are well established. Modernisation of police pay
reports go to the Chief Officer Team detailing financial impacts, risks and progress to date.

Regular equal pay reviews are undertaken and there is a focus on maintaining market
competitive pay and benefits. The Constabulary operates an approved job evaluation scheme
based upon role profiles for each post. Regular strategic and local consultation is underiaken
with staff associations and trades unions.

13. identifying the development needs of members and senior officers in relation
to their strategic roles, supported by appropriate training

A Performance Development Review process is in place that identifies, manages and monitors
work related and personal development objectives for all Police Officers and Police Staff skiils.
Training programmes are available through the regional learning and development structure,
the College of Policing, other professional bodies and external suppliers where appropriate.

14. Establishing clear channels of communication with all sections of the
community and other stakeholders, ensuring accountability and encouraging
open consultation

Derbyshire Constabulary is committed to ensuring our service meets the needs of the people of
Derbyshire. Due regard has been taken of emerging stakeholder processes such as the
Commissioner’'s Police and Crime Plan and the development of the ‘Over to You' campaign.

15. Whistleblowing and receiving and investigating complaints from the public and
handling citizen and other redress

A confidential reporting policy is in place to enable officers and staff to report any concerns
about malpractice or unlawiul actions without fear of recrimination.

The Commissioner has made a commitment to putting things right and has a range of policies in
order to deal with public complaints.

Complaint handling in Derbyshire Constabulary is monitored in regular meetings between the
Head of Professional Standards Department and the Chief Executive of the OPCC or the
Independent Police Complaints Commissioner.
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16. Standards of Behaviour

Codes of conduct are in place for police officers and police staff. Relevant officers in the
Constabulary are also subject to professional codes of conduct for their particular profession.
For example the Chief Constable’s Chief Financial Officer is bound by the code of the Chartered
Institute of Public Finance and Accountancy (CIPFA), of which he is a member.

At least once a year, the Constabulary’s policy on professional standards is reviewed by the
Professional Standards Department and assessed based on its effectiveness and discrepancies
over that period. Derbyshire Constabulary expects all members of staff to always be honest,
truthful and sincere. We will uphold, administer and enforce all laws without bias or prejudice in
a just, consistent and reasonable manner.

17. Review of Effectiveness

The Chief Constable has responsibility for conducting a review of the effectiveness of the
governance framework within Derbyshire Constabulary at least annually. This review is
informed by the work of the Director of Finance and Business Services and managers within
Derbyshire Constabulary who have responsibility for the development and maintenance of the
governance environment. In preparing the Annual Governance Statement for 2013/14 the
Commissioner has placed reliance on this review and the Annual Governance Statement of
Derbyshire Constabulary.

Internal Audit provided an independent opinion on the adequacy and effectiveness of the
system of internal control and concluded that reasonable assurance can be given regarding the
overall internal control environment, with no areas of concern identified by Internal Audit during
201314,

In the Annual Audit Letter for 2012/13, the External Auditor reported that he had issued an
unqualified opinion on the Statement of Accounts and an unqualified conclusion on the
Constabulary’s arrangements for securing economy, efficiency and effectiveness in use of
resources. He also reported that he had not identified any significant weaknesses in the
Constabulary’s intemal control arrangements.

We have been advised on the implications of the results of the review of the effectiveness of the
governance framework by JARAC and that the arrangements continue to be regarded as fit for
purpose in accordance with the governance framework. Having undertaken the review of
governance, the following areas have been identified that are considered important in
maintaining and strengthening the internal control environment. These areas will be tracked by
the Constabulary and the JARAC over the next 12 months to ensure continuous improvement.
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[ Governance Areas

‘Action

Following the Stage 2 fransfer under the Act
the new governance arrangements will need
to be fully embedded.

Derbyshire Constabulary will continue to
work with the Office of the Police and Crime
Commissioner to ensure that ali the
necessary processes and procedures are
put in place to support these changes.

The Chief Constable will also further
develop his own internal governance
arrangements, in particular for publishing
and recording decisions.

Given the further organisational changes
that may follow as a result of the continuing
Government austerity measures and to
address changing risk and threat, it is
important that performance management
and monitoring continues to be refocused in
line with business need.

Derbyshire Constabulary will build on
approaches such as Priority Based
Budgeting and Moving Forward as weli as
continuing to focus on performance
management of the organisation overall.

Corporate risk processes will continue to be
maintained ensuring that structured risk
information further helps inform decision-
making and organisational learning at both
an operational and strategic level.

Further development of risk processes and
information will take place working closely
with operational and support units.

Derbyshire Constabulary continues to
develop its approach to community
engagement in partnership with key
stakeholders such as local councils, the
voluntary and community sector and the
private sector.

The Constabulary in conjunction the
Commissicner will continue to consult via
the ‘Over to You’ programme that aims to
find out what local people think about
policing and the broader crime agenda.

Understanding the differing needs of
Derbyshire’s diverse communities becomes
even more important as National austerity
measures are impacting on the
Constabulary’s parthers, which will
inevitably affect preventative and
diversionary work that can make such a
difference to levels of crime.
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18. Declaration

We propose over the coming year to take steps to address the above matters to
further enhance our governance arrangements. We are satisfied that these steps will
ensure that Derbyshire Constabulary’s governance processes will remain effective in
a changing environment. We will continue to monitor their implementation and
operation.

Signed Signed

\

M. Goe. sy HaS—

I

Chief Constable of Derbyshire Director of Finance and Business
Constabulary Services

Date: Zjvd éﬂ("'\é/ 2{96Date: .231‘3(‘5-0“—9
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DEFINITIONS

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

April.

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

is received or paid.

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

Budget

A statement of the Group’s (financial) plans for a specific period of time. A budget is prepared and
approved by the Commissicner prior to the start of the financial year. The Commissioners 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 Expenditure
Expenditure on the acquisition of a fixed asset or expenditure which adds to the life or value of an

existing fixed asset.

Chief Constable
The Chief Constable is a separate corporation sole which was established on 22 November 2012 under
the Police Reform and Social Responsibility Act 2011.

CIPFA
The Chartered Institute of Public Finance and Accountancy. This is the main professional body for

accountants working in the public services.

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

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

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

not been paid for by the end of the financial year.

Debtors
Sums of money due to the Commissioner for work done or services supplied but not received at the

end of the financial year.

Defined Benefit Scheme

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

Formula Grant Distribution System

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

Group
The term Group refers to the Commissioner and the Chief Constable.
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Non Distributed Costs
The cost of discretionary benefits awarded to employees retiring early. These are overheads which are
not charged or apportioned to activities within the service expenditure analysis in the Operating Cost

Statement.

Operating Cost Statement

A primary financial statement showing the financial resources of the Commissioner consumed at the
request of the Chief Constable for the financial years and corresponding funding of Commissioner
resources.

Police and Crime Commissioner {PCC)

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

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