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EXPLANATORY FOREWORD

Introduction

These accounts set out the overall financial position of Derbyshire Police for the year ended 31 March
2014.

Serving Derbyshire iy

Neve: Milly,
Derbyshire Police serves an area of more than -
1,000 square miles, and a population around one Dmdeis
million, Derbyshire is renowned for being hugely it . %,3‘;"*! :
diverse. it encompasses the rural areas of the - ik
High Peak, Derbyshire Dales and the Derwent i
Valley, a World Heritage Site. These areas attract Mol T T
a significant amount of tourism throughout the  apaee
year. In addition, there are old mining
communities, modem towns and business centres.
It is also home to the vibrant and culturally diverse i .,
city of Derby. There are more than 70 different S
languages spoken in Derby. Dty L

This is the second year that Accounts have been prepared 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.

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

For accounting purposes the Commissioner and Chief Constable together are known as the PCC
Group. A separate set of statutory accounts has been published for the Chief Constable to recognise
the financial transactions incurred during 2013/14 for the delivery of policing services by Derbyshire
Constabulary.

This Foreword provides an overview of the new accounting arrangements and outlines the financial
performance of the Commissioner and PCC Group during 2013/14.

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

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

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

Comprehensive Income and Expenditure Summary (CIES)

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

The Movement in Reserves Statement

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

The Balance Sheet

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

regulations’.

The Cash Flow Statement

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

Accounting policies are the specific principals, conventions, rules and practices that are applied in
preparing and presenting the annual accounts. These accounts reflect the position during the first
phase of transition under the Police Reform and Social Responsibility Act 2011. The Group’s
Accounting Policies are set out on pages 12 to 23. There are no major changes to the Group’s
Accounting Policies since the previous Statement of Accounts was produced for 2012/13.

Financial Report

This foreword provides an introduction and a broad analysis of the Group’s performance and position for
2013/14,

Deficit on the Provision of Services

The Comprehensive Income and Expenditure Statement for 2013/14 shows a deficit on the provision of
services of £72.265m. However, this outcome reflects the ‘full accounting costs’ attributable to the year
as required by the Code of Practice on Local Authority Accounting. This is mainly due to a number of
technical adjustments relating to pensions and capital charges e.g. depreciation. These technical
adjustments are reversed in the Movements in Reserve Statement to give 2 more realistic measure of
performance in the year of the amount funded from local taxation.

Net Expenditure against Revenue Funding Income (2013/14 Revenue Budgef)
A more significant measure of financial performance in the year is the level of net expenditure incurred
against the principal streams of revenue funding that make up the Group’s Revenue Budget.

() The Revenue Budget

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 central government 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
poiice 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).

{ll} Performance against budget

Net expenditure incurred against the Revenue Budget for the Chief Constable and the Group amounted
to some £184.322m, which allowed £2.888m to be added to reserves at the end of the year. Part of this
will be set aside in a carmry 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
Constabuiary, working with its partner agencies has continued to maintain performance. Recorded crime
in Derbyshire has risen for the first time in ten years, but crime rates are still significantly lower than they
were two vears ago.

(I} Capital Expenditure in 2013/14
As well as revenue expenditure the Group incurs capital expenditure, which is expenditure on assets
which have a life beyond one year, mainly building improvement works, T and vehicles.

The Capital Programme for 2013/14 was £8.814m and actual expenditure against the programme
totalled £6.043m, which was made up of the following:

Capital Programme £m

Buildings 1777
Equipment and Vehicles 1.222
IT and Communications 1.258
‘Invest to Save' Schemes 0.104
Derbyshire Contribution towards EMSOU's HQ 1.682
Total 6.043

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14



This expenditure was funded by: Reserves (£2.461m), Government Grant (£0.388m), Revenue
Contributions (£2.900m), Contributions from Other Bodies (£0.018m) and Capital Receipts (£0.276m).

The underspend will be used to fund planned expenditure that was delayed until 2014/15.

in addition Derbyshire's share of capital expenditure for the East Midlands Special Operations Unit, East
Midlands Technical Support Unit and East Midlands Forensics was £0.158m, increasing total capital
expenditure to £6.201m. This was funded from Revenue and Reserves {(£0.110m) and Govemnment
Grant (£0.048m).

(!V) Treasury Management
Cash Flow Management - During 2013/14 the Group continued to be a net lender of funds.

* Investment of Surplus Funds - The main Bank of England Base rate remained at 0.5% throughout
the year. The rate achieved on 7 day average was 0.542% (0.794% 2012/13). The rates for longer
term investments have reduced substantially, so when investments are replaced the rate achieved
is lower. The low interest rates continue to limit the amount of interest eamed on short-term
investments and bank deposits.

«  Prudential Indicators - in undertaking its treasury management functions during the year, the Group
managed its activities within the prudential indicators and approved lending policy.

(V) Pensions
Pension costs are accounted for in accordance with the accounting standard IAS 19. The objectives of

IAS 19 are to ensure that the financial statements: -

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

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

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

IAS 19 costs are not, however, chargeable to Council Tax, and the impact is reversed out by replacing
the IAS 19 figures with the actual cash payments made to the Pension Fund. The actuai payments are
shown derived through the Statement of Movement on the General Reserve Balance. The Pensions
Liability in the Balance Sheet reflects the underlying commitments that the Group has in the long-term to
pay retirement benefits. The impact of the net pension liability on overall reserves amounts to £1.654m
in 2013/14 (2012/13 £1.679m). Detailed information on the performance of the Pension Fund is set out
in the Core Financial Statements.

{VI) Medium Term Financial Plan

The outturn position achieved for 2013/14 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 buiid up reserves to
help manage future budget cuts and austerity.

The financial outlook continues to be uncertain as the Govemment is contihuing to announce grant
settlements for one year at a time. R 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
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 Commissioner's and Constabulary’s priorities as set out
in the Police and Crime Plan. Every aspect of palice spending is being reviewed with the intention 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.

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14



Reserves and in particular the operational funding reserve will play an important part in heiping 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.

a} Managing temporary budget deficits — reserves will provide a cushion to manage any budget
deficits that may arise as a resuit 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

b) 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 IT 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 to adopt a 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.

The Commissioner took the decision to raise Council Tax by 1.96% in 2014/15, equivalent to an
additional £3.27 per year for a Band D householder, bringing the total bill to £170.22 compared to the
current £166.95. This increase equates to an additional £1m to help maintain frontline resources and
police officer posts. in advance of the wide-ranging force spending review, there was only been minor
changes to the budget, so current services levels are largely maintained. The most significant changes
are; -

¢ The creation of an additional post to co-ordinate the Constabulary's response to Wildlife, Rural and
Heritage Crime across Derbyshire.

¢ Further savings as a result of regional collaboration and in particular a reduction in rental costs for
collaborative units.

= A reduction in funding for joint partnership activity (the BCU fund) as our pariners find they aiso
need o scale back their contributions to this activity.

*  Removal of specific funding for major policing incidents — instead the force will need to rely upon its
reserves if it has a major policing incident that cannot be managed within existing staffing levels.

{VHl} Police Reform and Social Responsibifity Act 2011

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

The govemance and support staffing amangements 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.

(Vill) Collaboration

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

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

Collaboration is based on three key principles:

=  Local policing will remain local.

= Collaboration in operational and non-operational support services should be sought.

*  The benefits and costs of working collaboratively will be shared between the five forces.

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

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

Changes to the Statement of Accounts

This year the Commissioner and Chief Constable have adopted a 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 reflecting the Commissioner's responsibility to provide funds from the palice
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 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 Police and Crime Commissioner’s Responsibilities

The Police and Crime Commissioner is required:; -

= to make arrangements for the proper administration of the Office of the Police and Crime
Commissioner’s financial affairs and to secure that one of its officers (Treasurer) has the
responsibility for the administration of these affairs:

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

¢ to approve the statement of accounts

k | approve these Statements of Accounts

Al VO

Alan Charles
Police and Crime Commissioner
A Se,a:zq,‘

The Treasurer’s Responsibilities

6o 74

The Treasurer is responsible for the preparation of the Statement of Accounts for the Office of
the Police and Crime Commissioner in accordance with proper practices as 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 Treasurer has: -

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

The Treasurer has also: -

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

] ]

TREASURER'S CERTIFICATE

I certify that the Statement of Accounts presents a true and fair view of the financial position
of the Office of the Police and Crime Commissioner for Derbyshire and the Office of the
Police and Crime Commissioner Group as at 31 March 2014 and of its income and

expenditure for the year ended 31 March 2014.

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

We have audited the financial statements of the Police and Crime Commissioner for Derbyshire for the year ended
31 March 2014 on pages 24 to 61. The financial reporting framework that has been applied in their preparation is
applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2013/14.

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

Respective responsibilities of the Treasurer and auditor

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error. This includes an assessment of whether the accounting policies are appropriate to the Police and Crime
Commissioner’s and the Group’s circumstances and have been consistently applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the Treasurer; 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:

e give a true and fair view of the financial position of the Police and Crime Commissioner and the Groups as at 31
March 2014 and of the Police and Crime Commissioner’s and the Group’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.
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Matters on which we are required to report by exception
The Code of Audit Practice 2010 for Local Government Bodies requires us to report to you if:

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

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

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

e 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 Police and Crime Commissioner for Derbyshire’s arrangements for
securing economy, efficiency and effectiveness in the use of resources

The Police and Crime Commissioner’s responsibilities

The Police and Crime Commissioner is responsible for putting in place proper arrangements to secure ecohomy,
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 Police and Crime
Commissioner has made proper arrangements for securing economy, efficiency and effectiveness in the 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 Police and
Crime Commissioner 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, whether all aspects of the Police and
Crime Commissioner’s arrangements for securing economy, efficiency and effectiveness in the use of resources are
operating effectively.
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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 October 2013, as to whether the Police and Crime
Commissioner has proper arrangements for:

= securing financial resilience; and
= chailenging how it 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 Police and Crime Commissioner put in place proper arrangements
for securing economy, efficiency and effectiveness in the use of resources for the year ended 31 March 2014

We pilanned 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 Police and Crime
Commissioner 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 Palice and Crime Commissioner 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 Police and Crime Commissioner 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.

Sy

Andrew Cardoza

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

One Snowhill

Snowhill Queensway

Birmingham

B4 6GH

26 September 2014
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POLICE AND CRIME COMMISSIONER AND GROUP
STATEMENT OF ACCOUNTING POLICIES

Accounting Policies

General Principles

These financial statements have been prepared in accordance with the Code of Practice {the Code) on
Local Authority Accounting in the United Kingdom issued by the Chartered Institute of Public Finance
and Accountancy {(CIPFA} and the Accounts and Audit Regulations 2003 (as amended) and the Service
Reporting Code of Practice for Local Authorities 2013/14 {SeRCOP). The accounting policles contained
in the Code apply Intemational 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 concern basis using an historic cost convention, modified
to account for the revaluation of certain categories of tangible fixed assets and financial liabilities.

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

The Financial Statements included here represent the accounts for the Commissioner and also those for
the Group. The financial statements cover the 12 months to 31 March 2014. The term ‘Group’ is used
to indicate individual transactions and policies of the Commissioner and Chief Constable for the year
ended 31 March 2014. The identification of the Commissioner as the holding organisation and the
requirement to produce group accounts stems from the powers and responsibilities of the Commissioner
under the Police Reform and Social Responsibility Act 2011,

The principal accounting policies adopted are set out below: -

Accruals of Income and Expenditure

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

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

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

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

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

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

The year end Balance Sheet includes the share of year end debtors (arrears and coliection fund
surpluses) and creditors (prepayments, overpayments and collection fund deficits).
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Cash and Cash Equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value. Cash equivalents are held for the purpose of meeting short-term
commitments rather than for investment or other purposes. The following have been classed as cash
and cash equivalents:

¢ (Cash on hand.
=  Cash in bank (Current Account, Call Account and Business Premium Account).
e Temporary investments with instant access and no penaities.

Exceptional ltems

When items of income and expense are material, their nature and amount is disclosed separately, either
on the face of the Comprehensive Income and Expenditure Statement or in the notes to the accounts,
depending on how significant the items are to an understanding of the Group’s financial performance.

Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors
Prior period adjustments may arise as a result of a change in accounting policies or to correct a material
error. Changes in accounting estimates are accounted for prospectively, ie in the current and future
years affected by the change and do not give rise to a prior period adjustment.

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

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

Employee Benefits
The Accounts are prepared in accordance with IAS19 Employee Benefits. This is a complex accounting

standard but it is based on a simple principle that:

“An organisation should account for empioyment and post employment benefits when employees eam
them and the authority is committed to give them, even if the actual giving will be many years into the

future”.

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

Benefits Payable During Employment

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

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Group to terminate
employment before the normal retirement date or a decision to accept voluntary redundancy and when
the Group is demonstrably committed to the termination of the employment of an individual or group or
making an offer to encourage voluntary redundancy.

Post employment Benefits (Pensions)

The main effect of |AS18 in relation to post employment benefits is the recognition of the net liability and
a pensions reserve in the Balance Sheet and entries in the Comprehensive Income and Expenditure
Statement for movements in the liability relating to the employee pension schemes in which the Group
participates (with reconciling entries in the Movement in Reserves Statement back to the true cost of

pensions for the purposes of grant and local taxation).
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IAS19 relies on the recognition of pension’s liabilities (being the retirement benefits promised measured
on an actuarial basis) and assets (being the Group’s share of investments (if any)).

The Group participates in two different pension schemes both of which are "defined benefit schemes” as
they are both based on employees eaming benefits from years of service;

a) Police Officers

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

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

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

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

b} 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 are paid from the fund. Employers and employees make regular contributions
into the fund so that the liabilities are paid for evenly over the employment period. Actuarial valuations of
the fund are undertaken every three years to determine the contributions rates needed to meet its
liabilities.

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

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

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

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

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

= Past service cost — the increass in liabilities arising from current year decisions whose effect relates
to years of service eamed in earlier years — debited to the Surplus or Deficit on the Provision of
Services in the Comprehensive Income and Expenditure Statement as part of non distributed costs.

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

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

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

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14

14



e Actuarial gains and losses — changes in the net pensions liability that arise because events have
not coincided with assumptions made at the last actuarial valuation or because the actuaries have
updated their assumptions — debited to the Pensions Reserve.

«  Contributions paid to the pension fund.

Notes on Pensions are included on pages 36 to 42 of the accounts.

Discretionary Benefits

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

Events after the Balance Sheet Date

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

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

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

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

Financial Instruments - Liabilities and Assets

Financial liabilities are recognised on the Balance Sheet when the Group becomes a parly to the
contractual provisions of a financial instrument and are initially measured at fair value and carried at
their amortised cost. Annual charges to the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement for interest payable are based on the camrying
amount of the liability, multiplied by the effective rate of interest for the instrument. For most of the
borrowings that the Group has, this means that the amount presented in the Balance Sheet is the
outstanding principal repayable {plus accrued interest) and interest charged to the Comprehensive
Income and Expenditure Statement is the amount payable for the year in the loan agreement.

The Group has not undertaken any repurchasing of borrowing. There has been early repayment of
Helicopter debt following the sale of the Helicopter to the National Police Air Service in 2013/14.

Financial assets are classified into two fypes: -

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

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

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

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

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

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

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

Non-Current Assets - Property, Plant and Equipment

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

Recognition and Measurement

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

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

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

¢ Assefs under construction are held in the Balance Sheet at historical cost untii completed,
wheretpon they will be valued and included in the Balance Sheet as operational assets.

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

Revaluation

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

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

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

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

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

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

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

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

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

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

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

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

IT/Communications Equipment Over the life of the asset (5 -10 years) Majority of assets are &
years.

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

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

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

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14

17



Disposals and Assets held for sale

When a non-current asset is planned to be disposed of, it is reclassified as an Asset held for sale. To be
reclassified it must meet the following criteria: -

e The asset must be available for immediate safe in its present condition subject to terms that are
usual and customary for sales of such assets.

+  The sale must be highly probable (with management commitment to sell and active marketing of the
asset initiated).

¢ It must be actively marketed for a sale at a price that is reasonable in relation to its current fair
value.

¢ The sale should be expected to qualify for recognition as a completed sale within one year.

The asset is revalued immediately before reclassification and then carried at the lower of this amount
and fair value less costs to sell. Where there is a subsequent decrease to fair value less costs to sell,
the loss is posted to the Operating Expenditure line in the Comprehensive Income and Expenditure
Statement. Gains in fair value are recognised only up to the amount of any previous losses in the
Comprehensive Income and Expenditure Statement.

Depreciation is not charged on Assets Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are reclassified back to
non-current assets and valued at the lower of their carrying amount before they were classified as held
for sale; adjusted for depreciation, amortisation or revaluations that would have been recognised had
they not been classified as Held for Sale, and their recoverable amount at the date of the decision not to
sell.

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

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

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

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

Non-Current Assets - Intangible Assets

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

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

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

»  Depreciation attributable to the assets used.

¢ Revaluation and impairment losses on assets where there are no accumulated gains in the
Revaluation Reserve against which the losses can be written off.

*  Amortisation of intangible fixed assets.

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

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

s For unsupported borrowing the MRP policy will be based on the Asset Life Method, equal
instalment aver the life of the asset

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

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

Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions but does not
result in the creation of a non-current asset has been charged as expenditure to the Comprehensive
Income and Expenditure Statement in the year. Where the Group has determined to meet the cost of
this expenditure from existing capital resources or by borrowing, a transfer in the Movement in Reserves
Statement from the General Reserve Balance to the Capital Adjustment Account then reverses out the
amounts charged so there is no impact on the level of council tax.

Leases

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

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

a} Finance Leases

i) Lessee — Property, Vehicles, Plant & Equipment

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

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

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

Finance lease assets recognised on the Balance Sheet are revalued and depreciated in the same way
as property, plant and equipment owned by the Group. Depreciation to be charged over the lease term if
this is shorter than the asset's estimated useful life.

ii} Lessor — Property, Vehicles, Plant & Equipment

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

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14

19



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

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

b) Operating Leases

i} Lessee — Property, Vehicles, Plant & Equipment

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

i}y Lessor — Property, Vehicles, Plant & Equipment

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

Private Finance Initiative (PFl) and Similar Contracts

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

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

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

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

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

+ Finance cost — an interest charge of 8.114% for llkeston PFi and 7.917% for Derby PFI on the
outstanding Balance Sheet Liability, debited to the Financing and investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement.

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

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

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

Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from the supply or
service in accordance with the costing principles of the CIPFA Service Reporting Code of Practice
201314 {SeRCOP). The full cost of overheads and support services are shared between users in
propartion to the benefits received, with the exception of:

* Corporate and Democratic Core — costs relating to the Group’s status as a multi-functional
democratic organisation.

= Non Distributed Costs — the cost of discretionary benefits awarded to employees retiring early and
impairment losses chargeable on Assets Held for Sale.

These two cost categories are defined in SeRCOP and accounted for as separate headings in the
Comprehensive Income and Expenditure Statement, as part of Net Expenditure on Continuing Services.
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Provisions, Contingent Liabilities and Contingent Assets
Provisions — these are required for liabilities that have been incurred, but are of uncertain timing or
amount. There are three criteria:

= The Group has a present obligation {legal or constructive) as a result of a past event.
* |tis more likely than not that money will be needed to settle the cobligation.
¢ A reliable estimate can be made of the amount of the obligation.

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

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

Statement.

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

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

Details of provisions held at 31* March 2014 are shown in Note 23 to the accounts.

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

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

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

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

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

generally support the budget. The Group also maintains a number of specific ‘earmarked’ reserves for
future expenditure on either policy purposes or to cover contingencies. The intended use of ‘earmarked’
reserves is shown in Note 25 to the accounts. Reserves are created by appropriating amounts out of the
General Reserve Balance in the Movement in Reserves Statement. When revenue expenditure 1o be
financed from a reserve is incurred, it is charged to the Comprehensive Income and Expenditure
Statement. The reserve is then appropriated back into the General Reserve Balance in the Movement in
Reserves Statement so that there is no net charge against Council Tax for the expenditure.

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

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

Group.
Value Added Tax (VAT)

The Comprehensive Income and Expenditure Statement excludes any amounts related to VAT, as all
VAT collected is payable to HM Revenue and Customs and all VAT paid is recoverable from them.
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Jointly Controlled Operations

Jointly controlled operations are activities undertaken by the Group in conjunction with other venturers
that involve the use of the assets and resources of the venturers rather than the establishment of a
separate entity. The Group recognises on its Balance Sheet the assets that it controls and the liabilities
that it incurs and debits and credits the Comprehensive Income and Expenditure Statement with the
expenditure its incurs and the share of income it eams from the activity of the operation.

Accounting standards that have been issued but not yet been adopted

For 2013/14 the new standards that needs to be reported relates to amendments to IFRS 10
Consolidated Financial Statements, IFRS 11 Joint Arrangements, IFRS12 Disclosure of Interests in
Other Entities, IAS 27 Separate Financial Statements, IAS 28 Investments in Associates and Joint
Ventures, |IAS 32 Financial Instruments: Presentation and 1AS 1 Presentation of Financial Statements.
Note 28 in the accounts discloses information relating to the impact of this accounting change.

Changes in Accounting Estimates

Critical Judgements in Applying Accounting Policies

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

® A judgement has been made of the expenditure allocated between the Commissicner and the
Chief Constable to reflect the financial resources of the Commissioner consumed at the
request of the Chief Constable. The basis adopted for this allocation was determined by the
Group in accordance with the standard set of aclivities for each corporate body identified in
CIPFA’s 3eRCOP and careful consideration was also given to the Police Reform and Social
Responsibility Act and Home Office Guidance.

Assumptions Made about the Future and Other Major Sources of

Estimation Uncertainty

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

The items in the Group’s Balance Sheet at 31 March 2014 for which there is a significant risk of material
adjustment in the forthcoming financial year are as follows:

Uncertainties | Effect if Actual Results differ from Assumptions

Property, Plant and Equipment

If the useful life of assets is reduced, depreciation

Assets are depreciated over useful lives that are
increases and the camrying amount of the assets falls. It

dependent on assumptions about the level of repairs and

maintenance that will be incurred in relation to individual
assets. The current economic climate makes it uncertain
that the Group will be able to sustain its current spending
on repairs and maintenance, bringing into doubt the
useful lives assigned fo assets.

is estimated that the annual depreciation charge for
buildings (excluding PF| buildings which are contracted
to be maintained) would increase by £0.024m for every
year that useful lives had to be reduced.
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Provisions

The Group has made a provision of £1.100m for the
settlement of claims for insurance. This has been based
on the claims handlers’ assessment of claims
outstanding and an estimate of future claims for 2013/14
based on the average experience in previous years. The
number and value of claims may be different to the
assessment.

An increase over the forthcoming year of 10% in the total
number of claims would have the effect of adding
£0.110m to the provision needed. However, this
amount will be covered from the Insurance Reserve if
necessary.

Pensions Liahility

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

The effects on the net pensions liability of changes in
individual assumptions can be measured. For instance
for the largest scheme, the 1987 Police Pension
scheme, it is estimated that a ¢.5% reduction in the
discount rate’s excess over pension increases would
result in an increase in the pensions lability of 11.1%.
This equates to £164m. If pension increases were to be
0.5% higher per year this would increase the liability by
8.9% (£132m).

However, the assumptions interact in complex ways. For
example, during 2013/14 the Police Pension Scheme
liability decreased by £27.580m as a result of experience
changes and decreased by £50.130m as a result of the
updating of actuarial assumptions. Experience changes
arise from specific occurrences relating to scheme
membership during the year. A national review of public
sector pensions is currently taking place which is
expected to lead to changes in benefits payable,
employee contribution rates and retirement ages. In the
case of the Police Pension Scheme the govemment
have also implemented stepped increases to employee
contributions over the 3 years beginning 1 April 2012.
As from 1 April 2014, under changes brought in by the
Public Pensions Services Act 2013, members of the
Local Government Pension Scheme will accrue benefit
entitements based on their career-average salaries
instead of on their final salary at the point of retirement.

Accumulated Absences Account

The Accumulated Absences Account for compensated
absences earned but not taken in the year (eg annual
leave, flexi leave) is based on a sample of police staff
updated for the total number of police staff at the 31
March. This represents £0.525m of the figure of
£1.805m. The rest is for police officers which is based on
actual data from the HR system.

If the amount of annual leave and flexi leave for police
staff increased by 10% this would increase the balance
by £0.053m. This figure is included in the
Comprehensive Income and Expenditure Account as a
cost to the police service but is neutralised by transfers
to the Accumulated Absences Account,

Arrears — Bad debt provision

At 31 March 2014, the Group had a balance of sundry
debtors for £1.532m. A review of these debtors
suggested that an impairment of doubtful debis of
£0.009m was appropriate. However, in the curmrent
economic climate it is not certain that such an allowance
would be sufficient.

If collection rates were to deteriorate, a doubling of the
amount of the amount of the impairment of doubtful
debts would require an additional £0.009m to set aside
as an allowance.

The Accounting Policies and Changes in Accounting Estimates can sometimes be found as a note fo

the Financial Statementis.

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14

23



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

[This statement shows the accounting cost in the year of providing services for the Group,
rather than the amount to be funded from taxation. Authorities ralse taxation to cover expenditure in accordance with regulations; this may be different
m the accounting cost. The taxation position is shown in the Movement of Reserves Statement,

in accordance with generally accepted accounting principles,

PCC and PCG Group for Derbyshire Statement of Accounts 2013/14

Restated
For the year ended 31 March 2013 For the yaar ended 31 March 2014
4 g 2 g
2 £ 2 £
wE T gE gt E
gg 83 5 g & £3 38
o o 6 £ Z2d Note ] O£ z W
£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 Palicing 8,373 (2,240) 7,133
9,127 {258) 8,869 Specialist Operations 9,897 (601) 9,296
9,216 (579) 8,637 Intelligence 10,500 (537) 9,963
40,879 {2,114) 38,765 Specialist Investigation 40,391 {1,821) 38,570
7,300 (9B6) 6,314  investigative Support 5617 (72) 5,645
6,665 (5,203) 762 National Policing 12,283 (9.637) 2,646
88 (88) 0 Community Safety and Crime Prevention 1,166 (1,357) (191)
1,148 0 1,148 Corporate and Democratic Core 1,168 0 1,168
456 0 456 Non Distributed Costs 8h.8a 7 0 77
193,802 {20,416) 173,386 Cost of Policing Services before revaluationsHunding 204,672  (20,333) 184,339
449 449 Revaluation losses not charged to Chief Constable 1,735 1.735
Intra-group funding
194,251  {20,416) 173,835 Cost of Policing Services 1 206,407  (20,333) 186,074
Other Operating Expenditure
(46) 0 (46) {Gains) or Losses on the Disposal of Non-Current Assets 1 0 1
599 0 599 Levies to naticnal police services 777 Q 777
Financing and Investment Income and Expenditure
429 0 429 Interest Payable on Debt 19 492 0 492!
1,149 0 1,149 Interest Element of Finance Leases (PFI) 19 1,112 0 1,112
69,125 0 69,125 Pensions Interest Cost and Expected Retum on Penslons 8b 72,193 [} 72,1931
Assets
0 (404} (404) Investment Interest Income 19 0 (279} (279
0 0 0 Profit or Loss on Discontinued Operations 0 [+] 011
Taxation and Non-Specific Grant Income
0 (1,876) (1.876) Recognised Capital Grants and Contributions 0 {1,877) (1,877)
0 (65,039) (65,039} General Government Grants 0 (68,940) (68,940
Q (B4T) (847) Revenue Support Grant 0 (42539) (42,539)
0 (1,632) (1.632) Council Tax Freeze Grant (2012/13 only) 1] [¢]
0 (43,689) (43,689) Non Domestic Rates Redistribution 0 1]
[¢] 0 0 Localising Councll Tax Support Grant 0 {7.323) {7.323)
0 (54,440) (54,440} Councll Tax Income 0 (49,042) (49,042
Home Office Grant Payable towards the Cost 8a
0 (14,221) {14,221) of Retirement Benefits 0 (18,384) {18,384
265,507 (202,664) 62,843 (Surplus} or Deficit on the Provision of Services 280,982 {208,717) 72,2
7 (Surplus) or Deficit on Revaluation of Non-Current Assels
201,107  Actuarial (Gains) or Losses on Pension Assets and Liabilities Bb (100,499
201,114  Other Comprehensive Income and Expenditure {99,874)
283,957 Total Comprehensive Income and Expenditure (27,609)
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT FOR THE POLICE AND CRIME COMMISSIONER

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14

This statement shows the accounting cost in the year of providing services in accordance with generally accepted accounting principles for the
Commigsioner. The consolidated accounting cost and funding for the Group is shown in the Group CIE
Restated
Commissioner Commissioner
For the year ended 31 March 2013 For the year ended 31 March 2014
-4 2 g g
= = = =
= £ = =
o2 o 2 eE  af ¥
g & g 8 5 £ - Y
G G E 2 [yh] & E z
£000 £000 £000 £000 £000 £000
192,920 (20,328) 172,592| Intra-group Funding 202,668 (18,976) 183,692
88 (88) 0 Community Safety and Crime Prevention 1,166 (1,357) (191)
794 4] 794| Corporate and Democratic Core 838 0 838
0 0 0| Non Distributed Cost 0 0
193,802 {20,416) 173,386| Cost of Policing Services before revaluations/funding 204,672 (20,333) 184,339
449 449| Revaiuation losses not charged to Chief Constable 1,735 1,735
194,251 {20,416) 173,835| Cost of Pollcing Services 206,407 (20,333) 186,074
Other Operating Expenditure
{46) 0 {46)| (Gains) or Losses on the Disposal of Non-Current Assets 1 4] 1
593 ¢] 599 Levies to naticnal police services 777 0 777
Financing and Investment Income and Expenditure
429 0 429| Interest Payable on Dabt 452 0 492
1,149 0 1,149| Interest Element of Finance Leases (PF1) 1,112 0 1,112
2,485 [ 2,485( Net Interest cost on Pansions 2,933 0 2,933
66,640 66,640] Palica Pensions Interest Cost - Intra-group Fund adjustment 69,260 68,260
0 (404) (404} investment Interest Incoms {279) {279)
0 0 0| Profit or Loss on Discontinued Operations 0 D 0
Taxation and Non-Specific Grant Income
0 {1,976) (1,976)| Recognised Capital Grants and Contributions 1] {1.877) (1.877)
1] (65,039) (65,039)] Genaral Government Grants 0 (68,840} (68,940)
0 (847) (847)| Revenue Support Grant 0 (42,538) (42,539)
0 {1,632) {1,632) Council Tax Freeze Grant (2012/13 only} 0 0 0
4] (43,689) (43,688)] Non Domestic Rates Redistribution 0 0 o
1] o] 0 Localising Council Tax Support Grant 0 (7,323) (7,323)
0 (54,440} (54,440)] Council Tax Income 0 {49,042) (49,042)
Home Office Grant Payable towards the Cost
0 {14,221) {14,221)| of Retirement Bangfits 0 (18,384} (18.384)
265,507 (202,664) 62,843| (Surplus) or Deficlt on the Provision of Services 280,982 (208,717) 72,265
7| (Surplus) or Deficit on Revaluation of Non-Current Assets 625
15,267| Actuarial (Gains) or Losses on Penslon Assets and Liabilities (22,779)
185,840| Actuarlal {Gains) or Losses on Polica Pensions - Intragroup Fund adjustment (77,720)
201,114| Other Comprehensive Income and Expenditure (99,874)
263,957 Total Comprehensive Income and Expenditure (27,609)
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BALANCE SHEET FOR THE PCC AND PCC GROUP

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

Reserves Statement line 'Adjustments between accounting basis and funding basis under regulations'.

31-Mar-13 Note 31-Mar-14
£000 £000

53,889 Property, Plant and Equipment 10 51,487
0 Investment Property 0
1,130  intangible Assets 1 1,061
0  Assets Held for Sale (=1 yr) 0
0 Long-Term Investments 0
0 Long-Temn Debtors 4]
§5,019 Long-Term Assets 52,548
32,084 Short-Term Investments 18 29,060
222  Inventories 13 0
14,719  Short-Term Debtors 14 16,632
9,236 Cash and Cash Equivalents 15 12,480
0 Assets Held for Sale (< 1 yr) 16 359
56,261 Current Assels 58,531
(642) Short-Term Borrowing 18 (627)
(249) Other Short-Term Liabiiities 22 (783)
(14,923) Short-Term Creditors 17 (14,813}
(1,837)  Intra-group Creditor (Accumulates Absences) 17 {1,204)
422}  Short-Term Provisions 23 {412)
{18,073) Current Liabilities (17,839)
0 Long-Temm Creditors 0
(648} Long-Term Provisions 23 {688)
(7,560) Long-Term Berrowing 18 (6,557)
(1,692,930} Other Long-Term Liabilities 9/22 (1,666,365)
0 Donated Assets Account 0
{47}  Capital Grants Receipts in Advance 5 0
{1,701,185) Long-Term Liabilities {1,673,610)
{1,607.978) Net Assets/(Liabilities) (1,580,370)
50,326 Usable Reserves 25 51,602
{1,658,303) Unusable Reserves 26 (1,632,062)
(1,607,978) Total Reserves (1,580,370)
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CASHFLOW FOR THE PCC AND PCC GROUP

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

borrowing) to the Group.

31-Mar-13 31-Mar-14
£000 £'000
Restated Note
62,843 Net (Surplus) or Deficit on the Provision of Services 72,265
Adjust Net {Surplus) or Deficit on the Provision of Services for Non-cash Movements
{5,040) Depreciation of Non-Current Assets
(449) Impairment and Downward Valuations of Non-Current Assets
(333) Amoriisation of Intangible Asssts
0 Amortisation of Government Grant and Other Contributions
[¢] Increase in Impairmant Provisions for Bad Debts
{2,101) {Increase)/Decrease in Creditors
{1,421) Increase/{Decrease) in Debtors
9 Increase/{Decrease) in Inventories
(66,074) Pension Liability
(162) Carrying Amount of Non-Current Assets Sold
170 Contributions to Provisions
o] Other Non-Cash ltems Charged to the Net Surpius or Deflcit en the Provision of Services
(75,401}
Adjust for Kems Included In the Net Surplus or Deficit on the Provision of Services that are Investing
and Financing activities
0 Purchase of Short-Term and Long-Term Investments
4] Proceeds from Short-Term and Long-Term Investments
2,019 Proceeds from the Sale of Property, Plant and Equipment, Investment Praperty. Capital Grants.
2,019
{10,539) Net Cash Flows from Operating Activities
Investing Activities
5,867 Purchase of Property, Plant and Equipment, Investment Property and Intangible Assets
1,956 Purchase of Short-Term and Long-Term Invastments
0 Other Payments for Investing Activities
(444) Proceeds from the Sale of Property, Plant and Equipment, investment Property and Intangible Assets
{2,081) Capital Grants and contributions
0 Proceeds from Short-Term and Long-Term Investments
0 Cther Receipts from Investing Activities
5,298 Net Cash Flows from Investing Activities
Financing Actlvities
4] Cash Receipts of Shert and Long-Term Borrowing
0 Other Receipts from Financing Activities
465 Cash Payments for the Reduction of the Qutstanding Liability Relating to a Finance Lease
552 Repayments of Short and Long-Term Borrowing
1,017 Net Cash Flows from Financing Activities
(4,224) Net {Increase) or Decrease in Cash and Cash Equivalents
5,012 Cash and Cash Equivalents at the Beginning of the Reporting Period
9,236 Cash and Cash Equivalents at the End of the Reporting Period

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

Note 1 Comprehensive Income and Expenditure Statement

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

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

Commissioner Chief Group Commissioner Chief Group
Constable Constable
2012113 201213 2012113 201314 201314 | 201314
Restated Restated
£'000 £000 £000 Expenditure £'000 £'000 £'000
0 85,381 85,381 Police Pay & Allowances 0 81,724 81,724
404 41,347 41,751 Police Staff Pay & Allowances 638 43,333 43,971
¢ 228 228 Other Pay and allowances 0 225 225
1 643 644 Other Empioyee Expenses o] 641 641
0 30,130 30,130 Police Pensions {Current Cost) 0 38,300 38,300
0 7,794 7,794 Premises 2 7,769 7,771
13 4,572 4,585 Transport 24 4,346 4,370
464 13,519 13,983 Supplies & Services 1,340 14,310 15,650
0 3,522 3,522 Agency & Contracted Services 0 6,785 6,785
0 0 0 Central, Departmental & Technical 0 0 0
Support
0 5,328 5,328 Depreciation & Debt Financing 0 5,158 5,158
449 0 449 Impairments/Revaluations 1,735 0 1,735
4] 0 0 Revenue Expenditure Funded from 0 0 0
Capital under Statute
1] 456 456 Non Distributed Costs 0 77 77
1,331 192,920 194,251 Gross Operating Expenditure 3,739 202,668 | 206,407
(88) (20,328) (20,416) Income from fees/charges and (1,357) (18,976} | (20,333)
Special Government Grant
1,243 172,592 173,835 Cost of Policing Services 2,382 | 183,692 | 186,074
Note 2 Leases

PCC and PCC Group for Derbyshire Statement of Accounts 2013/14

Commissicner as Lessee — Operating L eases

Egquipment

The Commissioner has a contract for Hired Photocopiers which was renewed in October 2011
for three years. In 2013/14, £97,171 was spent on rental payments (£127,837 in 2012/13). The
high figure in 2012/13 includes some backdated payments from when the contract started in
2011. The Commissioner aiso makes rental payments for Livescan units (an electronic system
for taking fingerprints), this was originally piloted at Ripley custody unit and was rolied out
across the Force under a five year contract. In 2013/14 £81,660 was spent on rental payments
{£81,660 in 2012/13).

As at 31% March 2014, outstanding commitments in respect of Equipment leases were: -

£'000
Within 12 Months 178
Later than 1 year and not later than 5 years 714

Land and Buildings

The Commissioner leases a number of buildings, which have been accounted for as an
operating lease. In 2013/14, £510,478 was paid for the lease of land and buildings (£584,755
in 2012/13). The reduction reflects the decisien to reduce the amount of lease properties. The
majority of these leases are less than £10,000 per annum.

As at 31% March 2014, outstanding commitments in respect of property leases were: -

£'000
Within 12 Months 321
Later than 1 year and not later than 5 years 981
More than § years 1,317
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Commissioner as Lessor — Operating Leases

The Commissioner acts as lessor for a number of offices and rent received for these
properties in 2013/14 was £5,915 (£415 in 2012/13). A further £150,634 was received for mast
rental in 2013/14 (£78,206 in 2012/13).

Commissioner as Lessee and Lessor — Finance Leases

The Commissioner has no Finance Leases.

Note 3 Officers Remuneration

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

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

in cash.
Post Holder Note Total Salary Allowances Other Benefits Employer Total
Information Remuneration £ £ payments in kind pension Remuneration
2012113 £ £ £ 2013114
£ £

Chief Constable (CC) 1,3 177,630 148,626 12,417 13,070 6,156 180,269
Deputy CC 3 129,809 115,441 8,736 775 4,245 130,197
Deputy CC 2 151,765 115,441 4,935 775 3,603 27,937 152,691
Collaboration
Assistant CC Crime 4 124,900 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
Sarvices / Temp ACC
Operational 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
Treasurer to PCC 96,942 66,049 1,391 10,467 77,907
Chief Executive 9 11,667 70,214 70,214
PCC Commissioner 10 31,202 75,000 12,075 87,075
PCC Deputy 1 10,884 56,250 9,056 65,306
Commissioner

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

Note § - 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
details for the whole yoar have boon shown.

Note 7 - Chief Supt Corporate Services carried out the role of Temporary ACC between 06/01/14 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 left on the 01/11/2013 and was not replaced with a Derbyshire officer.

Note & - The 2012/13 figure is for the Interim Chief Executive. The current Chief Executive commenced on
0210413

Note 10 - The Police and Crime Commissioner commenced on 22111/12

Note 11- Deputy Police and Crime Commissloner commenced on 01/02/13
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The disclosure below details salary of Police Staff and Senior Police Officers {over and above
the rank of Superintendent) receiving more than £50,000 remuneration for the year (excluding
employer’s pension contributions). This excludes the officers shown in the above table.

Remuneration Note | No. Cf Employees | No. Of Employees

Band 201213 201314
£50,000 - £54,999 8 10
£55,000 - £59,990 2 3
£60,000 - £64,999 0 0
£65,000 - £69,999 1 0
£70,000 - £74,999 1 3
£75,000 - £79,999 3 1
£80,000 - £84,909 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 current year. Included in the 2013/14 bandings is the cost of 1 exit package
that was provided for in the previous year's provision. 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 2013114
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 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 19 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 are as follows: -
2012113 2013114
£'000 £'000
Fees payable PCC and PCC Group 46.0 414
Fees payable Chief Constable 20.0 20.0
TOTAL 66.0 61.4
32
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Note 5 Grant Income

The Commissioner credited the following grants, contributions and donations to the
Comprehensive Income and Expenditure Statement.

GRANTS, CONTRIBUTIONS AND DONATIONS 201213 201314
£000 £'000
DCLG Grants
Private Finance Initiative — |lkeston 348 348
Private Finance Initiative — Derby 2,387 2,387
Council Tax Localisation Grant 27 0
Council Tax Transition Grant 0 145
2,762 2,880
Home Office Grants
Neighbourhood Policing Grant 3,658 0
East Midiands Counter-Terrorism Intelligence Unit 4,840 7,387
Loan Charges Grant 4 5
Grant towards specific operations 7 237
Football Policing Initiative 20 42
Special Branch — Priscn Intelligence Officer 55 71
Financial Investigation Doctrine Pilot 144 0
Channel Project 176 168
Security Grant 282 696
Prevent Funding 354 306
Youth Crime and Substance Misuse Prevention Grant a7 0
Criminal Record Bureau -Disclosure and Barring Service 541 543
Community Safety Grant - PCC 0 981
Other Home Office Grants 1 10
10,169 10,446
Other Grants
Criminal Justice Board & No Witness No Justice 23 18
Criminal Justice Board — Custodial Health 37 0
Radio Frequency Survey Grant 24 9
Safety Camera Project and Road Safety 168 217
Big Lottery Grant 86 108
Department of Health 0 86
Ministry of Justice - PCC 0 377
338 815
Regional Grants — EMSOU 382 559
Total Grants 13,651 14,700
Contributions and Donations 2,851 891
Total Grants, Contributions and donations 16,502 15,591

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

follows:
Capital Grants and Receipts in Advance 2012113 201314
£000 £000
CTIU Grant 47 0
Total 47 0

The Police & Magistrates Court Act 1294 permits the Commissioner to accept gifts of money,
and gifts or loans of other property. This can supplement Policing Activities. In accordance
with the Financial Management Code of Practice a Register of such items is maintained. In
2013/14 the amount 'gifted’ under this scheme was £5,100 compared to £1,400 for 2012/13.
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Note 6 Jointly Controlled Operations
East Midlands Jointly Controlled Operations

The Commissioner has entered into Jointly Controlled Operations (JCOQ) or collaborations with
other East Midlands Commissioners. The share of cost to Derbyshire is different depending on
the number of Commissioners partaking in the JCO.

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

Derbyshire.

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

£'000 £'000 £'000 £000
16,329 4,112 Employees’' Expenses 16,883 4,227
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
209 66 Capital Charges 411 91
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 o
Fixed Assets
21,014 5181 Net Operating Expenditure 24,793 6,023
Financed by:-
{19,583) (4,879) Contributions from Partners (20,478) (5,076)
{1,735) {382) External Grants (2,5186) (559)
0 0 Capital Grants & Contributions {145) {48)
(314) (80) (Surplus) / Deficit for the year 1,656 340

The JCQ'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 | Deficit
£'000 £'000
EM SOU - 50C 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 222 457 (481) (24)
Surveillance
EMSOU Forensics Forensic analysis Derbys, April 2012 35.6 849 (920) (71)
and identification Lincs, Notts
EM Legal Services Specialist Legal Derbys, See note 1 255 261 (266} (5)
advice and services, | Leics, below
incl Insurance Northants,
Notts
EM CHRS —lLearning & | Co-ordination of Derbys, April 2012 255 627 (632) (5)
Development regional training 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 333 278 (276} 2
Commercial Unit contract services Northants,
Notts
Totals 6,112 (5.772) 340

Note 1

Derbyshire and Nottinghamshire began collaborating on

November 2012 respectively).

Legal

Services from July 2011.
Northamptonshire and Leicestershire joined the collaboration during 2012/13 (in September 2012 and

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. in 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.
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Afr Support Unit
The North Midiands 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
2012/13 Expenditure 2013/14
- Employee Related 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 Constabulary 291
517 Nottinghamshire Constabulary 291
1,034 582

Note 7 Related Party Transactions

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

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

Central Government

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

Central Government Receipts
£'000
Revenue Support Grant 42,539
Localising Councit Tax Support Grant 7,323
Police Grant 68,940
Pensions Grant 18,384
QOther Govemment Grant (see note 5) 14,710

Members, Commissioner and officers

Up until the 21 November 2012, members of the Authority had direct control over the
Authority’s financial and operating policies. Members declare any interests which are recorded
in the Register of Members' Interest. From 22 November 2012 the Commissioner and his
office has the direct control.

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

No related party transactions have been identified following the consultation with members in
201213, the Commissioner and relevant officers.

Other Public Bodies

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

Payments Receipts
£'000 £'000
Local Authority Precepts
Precepts and surpluses (including accruals) 49,042
Local Authorities
Derbyshire County Council 2,193 258
Derby City Council 723 48

Note 8 Accounting for Pension Costs (a)

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

The Commissioner participates in two post-employment schemes: -

= The Local Government Penslon 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 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,

Actuaria! valuations of the fund are undertaken every three years to determine the
contrbution rates needed to meet its liabilities. A valuation was undertaken during
2013/14 for the period commencing 1 April 2014 and the next valuation will be in 2016/17
for the period commencing 1 April 2017,

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 one-off
contributions towards early retirements. This is in line with pension costs necessary to be
provided in accordance with |1AS19 “Employee Benefits”.

In addition to contributions to the Pension fund the Commissioner is responsible for
compensation payments in the form of “added years” awarded on premature retirement.
In 2013/14 these amounted to £0.036m.

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

* The Police Pension Scheme for police officers is an unfunded single employer dafined
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 pensicnable service of 30 years, whilst the 2006 New Police
Pension Scheme (effective for police officers commencing from April 2006 onwards) is
based on a maximum pensionable service of 35 years.

From April 2006 the method of financing Police Officers pensions changed. A new
Pensions Account was set up from this date. Officers’ contributions and an employer's
contribution are paid into the pensions account from which pension payments are made.
The account is topped up each year by the Home Office if the contributions in that year
are insufiicient 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 £16.481m representing 24.2% of
pensionable salary. The rate from 1 April 2014 is again 24.2% and this will be reviewed
by the Government Actuary’s Department during 2014/15 for the period commencing 1
April 2015.  In addition, payments were made into the Pensions Fund Account totalling
£0.777m to reimburse the costs of benefits becoming payable early due to ili-health
retirement. Injury-related payments amounted to £2.103m and these were paid from the
Comprehensive Income and Expenditure Account. The Pensions Fund Account is
shown on page 60.
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Transactions relating to post-employment benefits {b)

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

Local Government Pension Scheme 2012113 201314
Restated

Comprehensive I&E Statement £'000 £'000

Cost of Services

e  current service cost * 5,506 7,094

*  Non Distributed Costs - past service cost/(gain} 8 67

= Non Distributed Costs - curtailments 388

Financing and Investmsnt Income and Expenditure

o  Net Interest cost 2,485 2,933

Total Post Employment Benefits Charged to the Surplus or 8,387 10,094

Deficit on the Provision of Services
Other Post Employment Benefits charged to the
Comprehensive Income and Expenditure Statement

e  Re-measurements of surpluses/deficits

- Return on scheme asseats (excluding the amount included

in the net interest expense) (10,800) (6,510)

- Actuarial losses arising from changes in demographic
assumptions 2,180 (4,268)

- Actuarial losses arising from changes in financial
assumptions 23,887 (4,311)
Other experience changes (7.690)
Totar Re-measurements 15,267 {22,779)
Total Post Employment Benefits Charged to the 23,654 (12,685)

Comprehensive Income and Expenditure Statement
Movement In Reserves Statement Expenditure
¢ Reversal of net charges for post employment benef'ts in (23,654) 12,685
accordance with the code
Actual amount charged against the General Reserve Balance
for pensicns in the year
s  Employers' contributions payable to scheme plus added 5,372 5,203
years
¢ Retirement benefits payable to pensioners -

In June 2011 the International Accounting Standards Board issued a new version of I1AS19
which came inte effect for accounting periods beginning on or after 1 January 2013. The
amounts above have been calculated in accordance with the revised standard and the
amounts for 2012/13 have been restated from those disclosed in the 2012/13 accounts to
enable a comparison to be made. The impact of the revision is as follows:

- The interest cost on scheme liabilities and the Expected Return on scheme assets
have been replaced by a Total Net Interest’ figure charged to the Sumplus/Deficit on
the Provision of Services. Net interest is calculated by applying the assumed
discount rate to the net defined benefit liability

- The ‘Re-measurements of surpluses/deficits’ section (which has replaced a single
‘Actuarial gains and losses’ figure under the previous version) now excludes the
interest element from its ‘Return on scheme assets’ component.

- For 2012113 the effect is that a further £0.756m has been charged to the
Surplus/Deficit on the Provision of Services as an interest cost and the total cost of
Re-measurements has been reduced by a corresponding amount
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Police Pensions Schemes 201213 2013114

Comprehensive |&E Statement 1987 2006 Total 1987 2006 Total
scheme | scheme scheme Scheme

Cost of Services £'000 £000 £000 £'000 £'000 £000

e current service cost * 25,380 4,750 30,130 31,040 7.260 38,300

e  Non Distributed Costs - past 60 - 60 10 B
service cost/{gain)

Financing and Investment fncome

and Expenditure
e  NetInterest cost 64,930 1,710 66,640 66,940 2,320 69,260
Total Post Employment Benefits 90,370 6,460 96,830 97,990 9,580 107,570

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 /deficits
o  Actuaral losses arising from

changes in assumptions 216,810 8,940 225,750 {45,700) (4.430) {50,130)

¢ Other experience changes

Total Re-measurements

Total Post Employment Benefits 266,450 16,220 282,670 26,130 3,720 29,850

Charged to the Comprehensive

Income and Expenditure Statement

Movement in Reserves Statement

Expenditure

« Reversal of net charges for post | (266,450} | (16,220) | (282,670) {26,130) {3.720) {29,850)
employment benefits in
accordance with the code

(40,730} 820 {39,910) (26,160} {1,430) (27,590}
176,080 9,760 185,840 (71,880} (5,860) (77,720)

Actual amount charged against the
General Reserve Balance for

pensions in the year
Employers’ contributions 16,822 2,728 19,550 16,281 3,08131 19,362

payable to scheme
Retirement benefits payable - - - - +
to pensionars

The Police Pension Scheme has no assets. Therefore the revision of IAS19 has no impact on
the above figures.

*For the LGPS the current service cost is within the Police Staff Pay and Allowances figure in
note 1.

The Current Service Cost — which is the tofal increase in entitlements earned by existing
employees during the year - and the other gains and losses are affected by changes in the
key actuarial and financial assumptions used in projecting future pension entitlements. Note
9b details the key demographic and financial assumptions which have been used in
calculating these figures. It also quantifies the potential impact if different assumptions are
used.

Note 9 Assets and Liabilities in relation to Post employment benefits (a)
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Note 8 contains details of the Commissioner's participation in the Local Government Pensions
Scheme (administered by Derbyshire County Council) and the Police Pension Scheme in
providing Police staff and police officers with retirement benefits.

Reconciliation of the present value of the schemes' liabilities is as follows:
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Funded liabilities:
Local Government
Pension Scheme
£000
2012113 201314
Opening Balance at 1 April (174,124) (211,594)
Current Service Cost (5.506) {7,094}
Interest on pension liabilities (8,592) {8.986)
Contributions from scheme participants (2,009) (2.034)
Past Sarvice (Cost) / Gain (8) (67)
Curtailments (388) 0
Remeasurement {gains) and losses:
s Actuarial gains/losses arising from (2,180) 4,268
changes in demographic assumptions
e  Actuarial gainsflosses arising from {23,887) 4,311
changes in financial assumptions
e Other 7,680
Benefits paid 5,100 4,124
Deficit as at 31 March {211,594} {209,382)
Unfunded Liabilities:
Police Pension Schemes 1987 and 2006
£000
2012/13 2013/14
1987 2006 Total 1987 2006 Total
scheme scheme scheme scheme
Cpening 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 liabilities {64,930) {1,710) {66,640} {66,940) (2,320) (69,260)
Contributions  from  scheme 35472 {(1,700) 33,772 39,874 (2,130} 37,744
participants
Past Service (Cost} / Gain {60) - {60) {10) - {10}
Remeasurement {gains) and
losses:
e Acluarial gains/losses arising {216,810) {8,940) (225,750) 45,700 4,430 50,130
from changes in financial
assumptions
e 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)

Pensions Assets and Liabilities Recognised in the Balance Sheet
The amount included in the Balance Sheet arising from the authority’s obligation in respect of

its defined benefit plans is as follows:

2012M13 2013114
£'000 £000

Present value of the defined benefit
obligation
Local Government Pension Scheme {211,594) (209,382}
Police Pension Schemes {1,610,550) (1,602,656)
Eair value of scheme assets
Local Government Pension Scheme 142,680 158,356
Net liability arising from defined benefit
obligation
Local Government pension scheme (68,914) (51,026)
Police Pension Schemes (1.610,550) | (1,602,656)
Total (1,679,464) {1,653,6682)

The liabilities show the underlying long-termm commitments that the Commissioner has to pay
for post-employment {retirement} benefits. The total liability of £1,653.682m has a substantial
impact on the net worth of the Commissioner as recorded in the balance sheet, resulting in a
negative overall balance of £1,580.370m. Some £1,602.656m of this overall deficit relates to
the Police Pension Scheme, which is now a centrally funded scheme administered and

underwritten by HM Govemment.

mean that the financial position of the Commissioner remains stable:-
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The Local Government Pension Scheme

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

¢ As from 2014/15 any additional deficit created in a given year will be fully funded by
contributions in that year. Where the actuarially-assessed contribution rates are not
sufficient to cover the deficit created, the employer will cover the difference via a lump-
sum payment into the Fund.

s Also, due to national changes under the Public Pensions Services Act 2013, as from 1
April 2014 scheme members will accrue pension entitlements based on career-average
salaries instead of the salary being paid at the point of retirement.

The Police Pension Scheme

» The method of financing Police Officers pensions changed from April 2006. These
changes, and the fact that the employer contribution rate will be assessed on a regular
basis to ensure that it accurately reflects the cost of the scheme, creates a more stable
environment for Police Officer pensions.

¢ The 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.

The total contributions expected to be made to the Local Government Pension Scheme by the
Commissioner in the year to 31 March 2015 are £4.932m. Expected contributions for the
Police Pension Scheme in the year to 31 March 2015 are £36.293m.

The weighted average duration of the defined benefit obligation for members of the Local
Govemnment Pension Scheme is:

2012/13 2013/14
yrs yrs
Active Members 25.4 254
Deferred Members 25.7 25.7
Pensioner members 12.1 121

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.

Reconciliation of the Movements in the Fair Value of the assets of the Local Government
Pension Scheme: -

Local Local
Government Government
Pension Pension
Schemes Scheme
£'000 £'000
201213 2013/14
Restated
Opening fair value at 1 April 123,492 142,680
Interest Income 6,107 6,053
Remeasurement gain/{loss)
The retumn on plan assets, excluding the amount included in the
net interest expense 10,800 6,510
Contributions from employer 5,372 5,203
Contributions from employees into the scheme 2,009 2,034
Benefits/transfers paid (5,100) (4,124)
Closing falr value of scheme assets at 31 March 142,680 158,358

The expected retum on Scheme assets is determined by considering the expected returns
available on the assets underlying the current investment policy. Expected yields on fixed
investments are based on gross redemption yields as at the Balance Sheet date. Expected
retumns on equity investments reflect long-term real rates of return experienced in the
respective markets.

The actual return on scheme assets including expected return on plan assets in the year was
a gain of £12.563m (2012/13 a gain of £16.907m)
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Local Government Pension Scheme assets comprised: -

201213 2013/14
Quoted | Quoted Total % of Quoted | Quoted Total % of
prices prices £'000 Total prices prices £'000 Total
in not in Assets in not in Assets
active active active active
markets | markets markets | markets

£'000 £'000 £000 £'000
Cash and cash 9,370 - 9,370 T% 8,788 - 8,788 6%
equivalents
Equity Securities
Consumer 11,159 - 11,159 8% 13,655 - 13,655 9%
Manufacturing 20,631 - 20,631 14% 22,433 - 22,433 14%
Energy and Utilities 12,294 - 12,294 8% 14,132 - 14,132 9%
Financial Institutions 23,263 - 23,263 16% 27,520 - 27,520 17%
Health and Care 7,283 - 7,283 5% 8,420 - 8,420 5%
Information Technology 4,015 - 4,015 3% 4,413 - 4,413 3%
Other 1,776 - 1,776 1% 2,324 - 2,324 1%
Equities sub-total 80,421 80,421 55% 02,897 - 92,897 58%
Debt Securities
Corporate Bonds 780 - 780 1% 786 - 786 0%
UK Government Bonds 19,727 - 19,727 14% 19,667 - 19,667 13%
Qther Bonds 3,749 - 3,749 3% 4,607 - 4,607 3%
Debt Securities sub-total 24,256 24,256 18% 25,060 - 25,060 16%
Property
UK Property 4,439 2,348 6,787 5% 4,688 2,754 7,442 5%
Private Equity 765 420 1,185 1% 778 444 1,222 1%
Other Investment Funds
Equities 15,791 281 16,072 11% 17,250 323 17,573 11%
Bonds 3,950 3,950 3% 4,678 4,678 3%
Infrastructure 639 639 0% 696 696 0%
Other Investment Funds 15,791 4,870 20,661 14% 17,250 5,697 22,947 14%
sub-total
Total Assets 135,042 7,638 | 142,680 100% | 149,461 8,895 | 158,356 100%
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The market value of total fund assets was £3,291 million as at 31 March 2014 ¢compared to
£2.840 million as at 31 December 2012.

Basis for estimating assets and 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 the local government and
police pension schemes.

The Police officer scheme has been assessed by the Government Actuary Department (GAD)
and the local government scheme has been assessed by Hymans Robertson LLP, an
independent fim of actuaries - estimates for the County Council Fund being based on the
latest full valuation of the scheme as at 31 March 2013.
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The main assumptions used in their caiculations have been: -

Local Government Police Pension
Pension Scheme Schemes
201213 | 2013114 | 201213 201314
Mortality assumptions: Years Years Years Years
Loengevity at 65 for current pensioners:
Men 222 22.0 234 23.4
Women 248 24.2 25.8 259
Longevity at 65 for future pensioners
Men 24.0 241 257 25.6
Women 26.8 26.6 27.9 28.0
Financial Assumptions % % % %
Rate of RPI inflation
Rate of CPI inflation 2.4 28 25 25
Rate of increase in salaries 4.2 3.6 4.7 4.5
Rate of increase in pensions 24 28 25 25
Rate for discounting scheme liabilities 4.2 4.3 4.3 4.4
Take up option to convert annual pension
into retirement grant :pre-April 2008 service 50 50 nfa n/a
post-April 2008 service n/a 75 nfa n/a

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
to 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
policies 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 Local Government Pension | Police Pension Schemes - | Police Pension Schemes —
Scheme 1987 scheme 2006 scheme
Approximate | Approximate | Approximate | Approximate | Approximate | Approximate
% increase to | monetary % Increase to | monetary % Increase to | monetary
Employer amount Employer amount Employer amount
Liability £'000 Liability £'000 Liability £'000
0.5% decrease in Real Discount Rate 12 24,560 11.1 164,000 19.7 9,400
1 year increase in member life expectancy 3 6,281 1.8 27,000 1.4 5,100
0.5% increase in the salary increase rate 5 9,871 2.2 32,000 10.7 4,300
0.5% increase in the pension increasa 7 14,288 89 132,000 9.0 700
rate
42
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Note 10 Property, Plant and Equipment

Movements in 2013114

Operational Non-operational
. Vehicles, PFI . Surplus
OT;::Ta' . Pla_nt, Schemes C::l::::l!:e d Assets |Assets Unf:Ier TOTAL
Buildings ur_mture Operations Not Held | Construction
Equipment for Sale
£'000 £'000 £000 £'000 £000 £'000 £'000
Cost or Valuation
At 1 April 2013 31,808 35,989 10,141 788 140 1,922] 80,788
Additions 1,001 2,104 333 1,840 o] 780 6,058
Revaluation Increases/{decreases) to RR 85 (25) (710) 0 0 0 (650)
Revaluation Increases/(decreases) to SDPS (561} 0 {1,648) {725) 0 0| (2,934)
Derecognition — Disposals 0 (3,311) 0 (48) 0 0| (3,359)
Derecognition — Other (20) {2,409) 0 0 0 0| (2,429)
Reclassifications toffrom Assets held for sale {400) 0 0 ¢] 0 0 (400)
Reclassifications — other 442 1,129 0 0 0 (1.661) {90}
At 31 March 2014 32,355 33,477 8,116 1,855 140 1,041| 76,984
Depreciation and Impairments
At 1 April 2013 (1,883) {22,936) (1.541) {532) (N 0| (26,899)
Depreciation charge (715) {3,960) (360} (89) 0 0] (5.124)
Depreciation written out to RR 16 11 0 0 0 0 26
Depreciation written out to SDPS 176 0 1,023 0 0 0 1,199
Derecognition — Disposals 0 2,800 0 48 0 0] 2,846
Derecognition — Other 6 2,408 0 0 0 0 2,414
Reclassifications to/from Assets held for sale 41 0 0 0 0 0 41
Reclassifications — other 0 0 0 0 0 0 0
At 31 March 2014 (2,360) (21,677) {878) (575) {7 0] {25,497)
Net Book Value
At 31 March 2014 20,995 11,800 7,238 1,280 133 1,041| 51,487
At 31 March 2013 20,925 13,053 8,600 256 133 1,922 53,880
RR = Revaluation Reserve  SDPS = Surplus or Deficit on the Provision of Services
Movements in 2012/13
Operational Non-operational
Vehicles, PFI . Surplus
Operational Plant, Schemes Jointly Assets |Assets Under
Land & Furni Controlled Not Held | Constructi TOTAL
Buildings urniture Operations ot He onstruction
Equipment for Sale
£'000 £'000 £'000 £'000 £'000 £'000 £000
Cost or Valuation
At 1 April 2012 31,673 33,237 10,113 617 140 1,978] 77,758
Additions 722 3,623 28 182 o] 781 5,336
Revaluation Increases/{decreases} to RR (3) 7 0 0 0 o 4
Revaluation Increases/{decreases) to SDPS (555) 0 0 0 0 0 (555)
Derecognition — Disposals (75) (1,178) 0 (11) 0 0| (1,264)
Derecognition — Other (66) 0 0 0 0 0 (66)
Reclassifications toffrom Assets held for sale 0 0 0 0 0 0 0
Reclassifications — other 112 300 0 0 0 {837) (425)
At 31 March 2013 31,808 35,989 10,141 788 140 1,922| 80,788
Depreciation and Impairments
At 1 April 2012 (1,318) (19,961) {1,183) (478) (7) 0| (22,947}
Depreciation charge (707) (3,911} (358) {64} i 0| (5,040}
Depreciation written out to SDPS 106 0 0 0 0 1] 106
Derecognition — Disposals 5 936 0 10 0 0 951
Derecognition — Other 31 0 0 0 0 ) 31
Reclassifications to/from Assets held for sale 0 0 0 4] 0 0 0
Reclassifications — other 0 0 0 0 0 0 0
At 31 March 2013 (1,883) {22,936) {1,541) (532) {7) 0| (26,899)
Net Book Value
At 31 March 2013 20,925 13,053 8,600 256 133 1,922| 53,889
At 31 March 2012 30,355 13,276 8,930 139 133 1,978| 54,811
RR = Revaluation Reserve  SDPS = Surplus or Deficit on the Provision of Services
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Valuation of Assets

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

The valuations for land and buildings were made in accordance with the Appraisal and
Valuation Manual published by the Royal Institution of Chartered Surveyors. Valuations were
carried out by Andrew Martin BS¢c MRICS and Roger Smalley BSc MRICS, Valuers, Lambert
Smith Hampton. The basis of valuation is shown in the Statement of Accounting Policies {page
16).

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

The Helicopter and associated equipment were sold to the National Police Air Service {NPAS)
in October 2013.

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

| 31 March 2013 31 March 2014
' Total Derbyshire | Jointly Controlled Operations Total Derbyshire
Share Share
£'000 £'000 £'000 £000
1,169 258 | Fixed Assets —Tangiblefintangible 5,688 1,280
901 208 | Net Current Assets 3,341 750
2,070 466 | Total Net Assets 9,029 2,030
Represented by
1,184 275 | Usable Reserves 3,651 826
886 191 | Unusable Reserves 5,378 1,204
2,070 466 9,020 2,030

The above information has been included in Derbyshire Police's Balance Sheet.

Additions in Year

This relates to capital expenditure in the year excluding intangible assets which is shown in
Note 11.

Assets Held by the Commissioner

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

31/03/13 31/03114
Main & Divisicnal Headquarters 3 3
Section Stations 18 18
Police Houses 1 1
Child Protection unit & Rape Crisis Centre 3 3
Community Offices & Others 22 21
Surplus Properties 1 1
Radic Masts 3 3
Vehicles 577 562
Helicopter 1(50%) 0
EMSOU & EMTSU 22% of assets 22.2% of assets
EMFSS 35.37% of assets 35.6% of assets
PFI Buildings 2 2

In addition to the above one property is classed under ‘Assets held for sale’

Depreciation

The basis of depreciation is shown in the Statement of Accounting Policies (page 17).
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Capital Commitments

Significant capital contracts which have been entered into by the Commissionerfformer Police
Authority as at 31 March 2014 are: -

Voicemail and Telephony System — Most of this contract was completed in 2013/14. Part of
the contract for video conferencing and other works in the Contact Management Centre will
take place in 2014/15. The capital budget for this is £0.363m, £0.096m has been spent to
date.

HR IT Transactional System — This scheme is being led by the Commissioner for
Leicestershire, it is an upgrade of the HR system to enable a shared service centre between
Derbyshire and Leicestershire. The capital budget for Derbyshire’s share of the cost is
£0.318m, £0.173m has been spent to date. The system will go live in 2014/15.

Automatic Resource Location System — A contract was awarded in 2012/13 for part of this
scheme. This was to allow control room operators to direct with visual aides the nearest most
appropriate resource to an incident. A further upgrade was started in 2013/14 and the system
is due to go live in 2014/15. The capital budget for this part of the scheme was £0.190m,
£0.105m has been spent to date.

Automatic Number Plate Recognition (ANFR} — A number of orders were placed in 2013/14 for
new ANPR around Derbyshire, these will be completed in 2014/15. The capital budget for
these schemes is £0.146m, £0.007m has been spent to date.

Digital Equipment for Recording — This is for a regional solution for a single digital store used
to host and manage digital interview files. The capital budget for this is £0.153m, £0.067m has
been spent to date.

Electrical Supply at Headquarters — A contract was awarded in 2013/14 for the electrical
supply at Headquarters. The capital budget for this is £0.118m, £0.016m has been spent to
date.

Note 11 Intangible Assets

The Commissioner accounts for its software as intangible assets, to the extent that the
software is not an integral part of a particular IT system and accounted for as part of the
hardware item of Property, Plant and Equipment. The main purchases in 2013/14 being
auditing & investigation software for Professional Standards and Asset Management
Development Software for Information Services.

Purchased Purchased Software Total
Software Licences Licences EMSOU
£'000 £000 £'000
Balance at 1 April 2013
Gross carrying amount 3,651 16 3,667
Accumulated amortisation (2,523) (14) {2,537)
Net carrying amount 1 April 2013 1,128 2 1,130
Additions & Reclassifications 233 0 233
Derecognitions (6) 0 (6)
Amortisation in year {294) {2) (296)
Balance at 31 March 2014 1,061 0 1,061
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Note 12 Capital Expenditure and Capital Financing Statement

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

201213 201314
£'000 £'000
32,542 | Capital Financing Requirement 31,466
Capital investment
5,336 | Property, Plant and Equipment 6,058
161 | Intangible assets 143
§,497 | Tolai asset related expenditure 8,201
- | Revenue Expenditure Funded from Capital under .
Statute
5,497 | Total Capital Investment 6,201
Sources of Finance
(440) | Capital receipts (276)
(1,200) | Government Grants and Contributions (454)
- | Revenue Expenditure Funded from Capital under -
Statute grant financing
(4,933) | Revenue Provision (NB: includes MRP) {6,709)
31,466 | Closing Capital Financing Requirement 30,228
Explanation of movemeants in the year
(942) | (DecreaseYIncrease in underlying need to borrow {1,104)
(supported by Government financial assistance)
(134) | (Decrease)/Increass in underlying need to borrow (134)
{unsupported by Government financial assistance)
{1,076) | (Decrease)/Increase in Capital Financing {1,238)
Requirement

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

The Local Authorities {Capital Finance and Accounting) Regulations 2003 requires the
Commissioner to set aside an amount from revenue each year to provide for the repayment of
loans. This amount is the MRP. Commissioners are required to prepare an annual statement
of their policy on making MRP, in accordance with statutory guidance this should be calculated
on a prudent basis. The policy for 2013/14 was

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

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

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

In 2013/14 the MRP is £0.841m (£1.076m in 2012/13). In addition to MRP, an additional
Voluntary Contribution was made of £0.397m in connection with the repayment of debt for the
helicopter.

Note 13 Inventories

The Constabulary has undertaken a review of its stores function to ensure the service is
securing value for money, The review concluded that the purchase of uniform through the use
of alternative supply chain methods can offer an improved efficient and effective service. For
2013/14 this has resulted in all inventory being written off from the Balance Sheet and the loss

charged to the CIES.

Inventories 31 March 31 March
2013 2014
£'000 £'000

Uniform Stock 220 0

Miscellaneous Equipment Stock 2 0

Total Inventories 222 0
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Note 14 Debtors

The level of debt outstanding during 2013/14 was analysed and it was decided that it would be
prudent to provide a bad debt provision of £0.009m after taking account of the current year's
write-offs.

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

Debtors
31 March | 31 March
2013 2014
£'000 £'000
Govemment Departments and Agencies 4,958 6,956
Local and Police Authorities 3,731 2,8M
Share of Council Tax Debtors 2,083 2,541
Other Entities and Individuals 3,983 4243
Less: Provision for Bad debts (16) {9)
Total Debtors 14,719 16,632

Note 15 Cash and Cash Equivalents

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

Cash and Cash Equivalents 31 March | 31 March
2013 2014
£'000 £000

Cash held by the Commissioner 57 57

Bank current accounts 1,680 1,994

Instant access accounts with banks and building societies 7,000 10,000

Proceeds of Crime Cash 499 429

Total Cash and Cash equivalents 9,236 12,480

Note 16 Assets held for sale

As at 1 April 2013 there were two assets that met the criteria of Assets held for sale, these
were sold in 2012/13. As at 31 March 2014, ona asset met the criteria of Assets held for sale.

Assets held for sale Current
201213 | 2013/14
£'000 £000
Balance as at 1 April 265 0
Assets newly classified as held for sale
s  Property, Plant and Equipment 0 359
Sale of Assets in year (265) 0
Balance at 31 March 0 359
Note 17 Creditors
Creditors are analysed as follows:-
Credlitors
31 March 31 March
2013 2014
£000 £'000
Government Departments and Agencies 3,957 3,789
Local and Police Authorities 3,708 4,051
Share of Council Tax Creditors 1,996 1,841
Other Entities and Individuals 4,640 4,531
Employee Benefits (including infra-group) 2,459 1,805
Total Creditors 16,760 16,017
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Note 18 Borrowing and Investments

The borrowing and investments disclosed in the Balance Sheet are

31 March 2013 31 March 2014
Long Term Current Total Long Term Current Total
£'000 £'000 £000 £'000 £'000 £'000
PWLB 7,039 562 7,601 6,117 547 6,664
Deferred Liabilities 521 80 601 440 80 520
Total borrowing 7,560 642 8,202 6,557 627 7,184
Loans and receivables —
Temporary Investments 0 32,084 32,084 0 29,060 29,060
Total investments 0 32,084 32,084 ] 29,060 29,060

‘Current’ is investments and borrowing less than one year. Interest eamed is charged to the
Income and Expenditure Account on an accruals basis and hence Temporary investments and
Short term borrowing figures on the Balance Sheet also includes interest eamed but not yet
paid as at 31 March 2014.

PWLB is borrowing with the Public Works Loan Board. No new loans have been raised during
2013/14. The Helicopter was sold to the National Police Air Service in October 2013, the debt
outstanding on the Helicopter has been repaid in 2013/14. The total PWLB outstanding at the
31 March 2014 is £6.582m plus interest of £0.082m. Total Deferred Liabilities outstanding at
the 31 March 2014 is £0.520m (£0.601m in 2012/13). These represent the balance of lcans
outstanding as at 31 March 1995 which were transferred to the Commissioner as established
under the Police Reform and Social Responsibility Act 2011. The loans are administered by
Derbyshire County Council on behalf of the Commissioner. Repayments of £0.080m were
made in 2013/14 (£0.080m in 2012/13).

The repayment schedule for PWLB & Deferred Liabilities is shown in Note 21¢.
Loans and receivables are surplus cash that the Commissioner invests in short-term deposits
and temporary investments with a range of banks and financial institutions. Total temporary
investments outstanding as at 31 March 2014 is £29m plus interest of £0.060m.

PFI finance lease liabilities are shown in Note 22.

Note 19 Interest from borrowing and investments

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

Total Borrowings Investments Total
3 March 31 March
2013 2014
£'000 £°000 £'000 £'000
Interest Payable and similar charges 429 492 492
Interest Payable on PFl Schemes 1,149 1,112 1,112
Interest and investment Income (404) {279) (279)
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Note 20 Financial Instruments - Assets and Liabilities

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

31 March 2013 31 March 2014
Carrying Carrying
Amount Fair Value Amount Fair Value
£'000 £'000 £°000 £'000

Financial Assets
Temporary Investments {excl
interest) 32,000 32,000 29,000 29,000
Cash and Cash Equivalents 9,236 9,236 12,480 12,480
Debtors (contractual only) 10,809 10,809 13,151 13,151
Financial Liabilities
Borrowing
PWLB (excl interest) (7,505) {9,597) (6,582) (7,792)
Deferred Liabilities {601) (601) (520) {520)
Total Borrowing (8,106) {10,198) {7,102) (8,312)
PFI Liabilities (13,715) {13,715) {13,466) (13,466)
Creditors {contractual only) (11,432) {11,432) {10,906) (10,906)

Financial Assets

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

Financial Liabilities

The fair value of PWLB has been calculated by reference to the ‘premature repayment’ set of
rates as at 31 March 2014. The fair value of PWLB is more than the carrying amount because
the Commissioners portfolio of loans is based on fixed rate loans where the interest rate
payable is higher than the rates available for similar loans at the Balance Sheet date.

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

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

Note 21 Financial Instruments - Risk Exposure

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

The Commissioner's Treasury Management Strategy is approved annually in January before
the start of the year to which it relates which outlines the detailed approach to managing risk in
relation to the Commissioner's financial instrument exposure. Actual performance is also
menitored at least annually. The key risks are:
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a) Credit Risk Exposure
This is the risk that one party to a financial instrument will fail to meet their contractual

obligations, causing a loss for the other party. Exposure to this risk is managed through the
Commissioner's Treasury Management Strategy. The Commissioner only invests in approved
institutions who meet identified minimum credit criteria, in accordance with the Fitch, Moody's
and Standard & Pocrs Ratings Services. The policy for 2013/14 was to limit investment to the
following categories

UK Banks

UK Building Societies

Guaranteed Banks with suitable sovereign support
Local Authorities

Debt Management Office

Money Market Funds

¢ ® 4 & 0 @

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

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

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

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

b) Liguidity Risk Exposure

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

¢) Refinancing and Maturity Risk

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

foliows
PWLB Deferred Total
Liabilities

£'000 £'000 £000
Less than one year interest 82 0 82
Less than one year principal 465 80 545
Between one and two years 466 80 546
Between two and five years 1,397 239 1,636
Between five and ten years 2,150 86 2,236
More than ten years 2,104 35 2,139
Total 6,664 520 7,184

This excludes trade and other payables which are due to be paid in less than one year and PFI
Liabilities which are repaid over the life of the contract.
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d) Market Risk Exposure
This Is the risk that the value of an instrument will fluctuate because of changes in interest

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

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

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

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

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

Note 22 Private Finance Initiatives
The Commissioner has two Private Finance Initiative (PF1) project agreements:-

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

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

Property, Plant and Equipment

The assets used to provide services at the police station and divisional headquarters are
recognised on the Balance Sheet. Movements in their value over the year are detailed in the
analysis of the movement on the Property, plant and equipment balance in Note 10.

Payments
The Commissioner makes an agreed payment each year which is increased each year by

inflation and can be reduced if the contractor fails to meet availability and performance
standards in any year but which is otherwise fixed. The amount of Unitary charge paid in
2013/14 was £0.478m for llkeston and £3.417m for Derby (the equivalent unitary charge paid
in 2012/13 was £0.471m for llkeston and £3.385m for Derby). This can be analysed as follows

2012/13 201314
llkeston Derby | Total llkeston | Derby Total
£'000 £'000 £'000 £'000 £°000 £000

Service Payment 242 1,872 2,214 196 2,338 2,534
Interest on liability 202 947 1,149 199 913 1,112
Lifecycle Payments-Capital 0 28 28 0 o 0
Repayments of Principal 27 438 465 83 166 249
Total Unitary Charge 471 3,385 3,856 478 3417 3,885
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Payments remaining to be made under the PF| contract at 31 March 2014 are as follows:

Ilkeston PFI

Service Interest on | Lifecycle Principal Total

Payments Llability Payments Payments Payments

£'000 £'000 £'000 £'000 £'000
2014115 204 192 0 90 486
2015/16 to 2018119 778 687 227 337 2,029
2018/20 to 2023/24 1,311 638 54 752 2,785
2024/25 to September 2028 1,196 226 381 926 2,729

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

Derby PFI

Service Interest on | Lifecycle Principal Total

Payments Liability Payments Paymentis Payments

£'000 £'000 £'000 £'000 £'000
2014/15 1,871 899 0 693 3,463
2015/16 to 2018/19 7,845 3,052 286 3132 14,315
2019/20 to 2023/24 10,528 2,353 1,264 4,895 19,040
2024/25 to 2028/29 11,658 568 1,732 2,214 16,173
To December 2030 4,680 44 0 427 5,151

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

The Commissioner receives a Speclal Grant towards the financing of the PF! schemes as
follows:

likeston PFl | Derby PFI Total PFI
£'000 £000 £'000
2013/14 348 2,387 2,735

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

The difference in grants received and actual payments plus current value of savings on the
original station, plus a contribution plus interest in the year has been transferred to or from the
PFl Reserves. This reserve is to fund future PFI payments and enables the net costs to be
spread evenly over the contract period. For llkeston the movement from reserves in 2013/14
was £0.033m and for Derby the movement from reserves was £0.210m.

Liability
The PFI liability is written down by the repayment of principal each year as shown below:
llkeston PFI Derby PFI Total PFI
£'000 £'000 £'000
Balance as at 31 March 2013 2,188 11,527 13,715
Principal Paid 2013/14 (83) {166) (249)
Balance as at 31 March 2014 2,105 11,361 13,466

In the balance sheet this is shown as short term (£0.783m} which is repayable within a year
and long term PFI Finance lease liabilities (£12.683m).

Note 23 Provisions

Liability Insurance Provision -This provision was established to meet liability claims which are
not covered by external insurers. The balance reflects the claims handiers’ estimate of claims
outstanding to 31 March 2013 plus an estimate for claims for 2013/14 based on the claims
history since 1995, A provision should be made for any liabilities of uncertain timing or amount
that have been incurred. The provision is for events that are more likely than not to occur. For
this reason a provision of £0.814m is required.

Vehicle Insurance Provision — This provision has been established to meet Third Party claims
which are not covered by extemal insurers. The balance reflects the claims handlers’ estimate
of claims outstanding to 31 March 2013 plus an estimate for claims for 2013/14 based on the
claims history since 2003. The provision is for events that are more likely than not to occur.
For this reason a provision of £0.286m is required.
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Redundancy / Early Retirement Provision — This provision covers redundancy and early
retirement costs, There is no requirement for a provision in 2013/14 to cover for 2014/15.

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

£'000 £000 £'000 £000 £'000
Balance at 1 April 2013 616 373 989 81 1,070
Provision in Year 182 203 385 0 385
Expenditure in year {203) (262} (465) (79) (544)
Transfer to/from Insurance Reserve 219 (28} 191 0 181
Unused amounts reversed 0 0 0 (2) (2)
Balance at 31 March 2014 814 286 1,100 0 1,100

Provisions are split between short term (£0.412m) and long term (£0.688m} in the balance
sheet.

Note 24 Contingent liabilities / Contingent assets

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

The Commissioner has no contingent liabilities or assets at 31 March 2014.

Note 25 Usable Reserves

Movements in usable reserves are detailed in the Movement in Reserves Statement. The
balance as at 31 March 2014 was made up of the following:

Usable Reserves 31 March 31 March
2013 2014
£°000 £000

General Reserve Balance 3,300 3,300

Earmarked Reserves 39,760 39,705

Usable Capital Receipts Reserve 0 0

Capital Grants Unapplied 7,265 8,687

Total Usable Reserves 50,325 51,692

Earmarked Reserves

This notes sets out Transfers to/from Eamarked Reserves.

Earmarked Reserve Balance Transfers To | Transfers Balance
31 March From 31 March
2013 £'000 2014
£'000 £'000 £'000
Revenue Resarves
Devolved Budget Commitments 3,608 1,541 (1,.281) 3,868
Operational Priorities Reserve 1,325 0 0 1,325
Operational Funding Reserve 19,283 2,060 0 21,343
PFl Reserve - llkeston 1,281 7 (40) 1,248
PFl Reserve - Derby 4,253 22 {232) 4,043
Pensions Reserve 500 0 0 500
Insurance Reserves 1,176 33 (219) 990
Helicopter Reserve 50 0 0 50
Helicopter Debt Charges Reserve 267 1 {268) 0
PCC Grants & Commissioning Reserve 1,000 273 (107) 1,166
Jointly Controlled Operations Reserves 54 76 0 130
Total Revenue Reserves 32,797 4,013 (2,147) 34,663
Capital Reserves
Capital Reserve 5,819 64 (1,919) 3,964
Invest to Save 923 0 {541) 382
Jointly Controlled Operations Reserves 221 508 (33) 606
Total Capital Reserves 6,963 572 {2,493) 5,042
Total Earmarked Reserves 39,760 4,585 {4,640) 39,705
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Devolved Budget Commitments
This balance represents the underspendings on devolved budgets for 2013/14 which have
been earmarked to carry forward to meet commitments in 2014/15.

Operational Priorities Reserve
This balance has been accumulated to assist with urgent operational needs.

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

PFl Reserve - likeston

This reserve represents the difference in grants received and actual payments for llkeston PFI
plus savings on the original station plus a contribution of £0.015m plus interest in the year.
This reserve is to fund future PFI payments and enables the net costs to be spread evenly
over the contract period.

PFi Reserve — Derby DHQ

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

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

injury-related retirements.

Insurance Reserve

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

Helicopter Reserve

This represents Derbyshire's share of underspendings on the North Midlands Helicopter
Support Unit. The Helicopter function is now the responsibility of the National Police Air
Service (NPAS). This reserve will be transferred to the Operational Funding Reserve in
2014/15 as it is no longer required.

Helicopter Debt Charges Reserve

A loan of £0.457m was taken out in 2003/04 for the purchase of the helicopter. This was
payable on maturity in April 2028. The Helicopter transferred to NPAS in October 2013. This
reserve was used to repay the helicopter debt prematurely.

PCC Grants and Commissioning Reserve

In November 2012, responsibility for overseeing the work of the Constabulary transferred from
the Police Authority to a directly-elected Police and Crime Commissioner. This reserve has
been set aside for crime prevention measures over the term of the Commissioners’ office.

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

Capital Reserve
The reserve is used to support the Force’s Capital Programme, the reserve is fully committed.

Invest to Save

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

Usable Capital receipts Reserves

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

Capital Receipts Reserve £'000
Balance at 1 April 2013 0
Receipts in year: 276
Less:

Capital receipts used (276)
Balance at 31 March 2014 0
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Note 26 Unusable Reserves

Unusable Reserves 31 March 31 March
2013 2014
£'000 £°000

Revaiuation Reserve 4,776 4,094

Capital Adjustment Reserve 18,777 18,585

Pensions Reserve (1,679,464) (1,653,682)

Collection Fund Adjustment Account 67 701

Accumulated Absences Account (2,459) (1,805)

Deferred Capital Receipts 0 45

Total Unusable Reserves (1,658,303} {1,632,062)

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

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

Revaluation Reserve 201213 | 2013114
£'000 £'000
Balance as at 1 April 4,841 4,776
Upward revaluation of assets 6 100
Downward revaluation of assets and impairment (4) (710)

losses not charged to the Surplus/Deficit on the
Provision of Services
Surplus or deficit on revaluation of non-gurrent 2 (610)
assets not posted to the Surplus/Deficit on the
Provision of Services

Difference between fair value depreciation and (56) (57)
historical cost depreciation

Accumulated gains on assets sold or scrapped (11) (15)
Amount written off to the Capital Adjustment (67) (72)
Account

Balance at 31 March 4,776 4,094

Capital Adjustment Account

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

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

The Movement on Reserves Statement details the source of all transactions posted to the
Account, apart from those involving the Revaluation Reserve.
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Capital Adjustment Account 2012/13| 201314
£000 £'000
Balance as at 1 April 18,571| 18,777
Reversal of items relating to capital expenditure debited or
credited to the Comprehensive Income and Expenditure
Statement
¢  Charges for depreciation and impairment of non- (5.040)] (5,124)
current assets
. Revaluation losses on Property, Plant & Equipment (449} (1,735}
*  Amortisation of Intangible Assets {333) (296)
. Revenue Expenditure funded from capital under statute 0 0
¢ Amounts of non current assets written off on disposal or sale as part of (602) (533)
the gain/loss on disposal to the Comprehensive Income and
Expenditure Statement
{6.424}| (7,688)
Adjusting amounts written out of revaluation Reserve 57 57
Net written out amount of the cost of non current assets consumed in the year (6,367)| (7,631)
Capital Financing applied in the year
*  Capital Receipts 440 276
e  Capital Grants and Contributions 1,200 454
¢  Statutory Provision for financing capital investment (MRP ) 1,076 841
=«  Additional Voluntary Set Aside 0 397
+  Capital Expenditure charged against the General Reserve 3.857| 5471
6,573 7,439
Balance at 31 March 18,777 18,585

Pension Reserve

The Pensions Reserve absorbs the timing differences arising from the different arrangements
for accounting for post employment benefits and for funding benefits in accordance with
statitory provisions. The Commissioner accounts for post employment benefits in the
Comprehensive Income and Expenditure Statement as the benefits are eamed by employees
accruing years of service, updating liabilities recognised to reflect inflation, changing
assumptions and investment retumns on any resources set aside to meet these costs.
However, statutory arrangements require benefits eamed to be financed as the Commissioner
makes employer’s contributions to pensions funds or eventually pays any pensions for which it
is directly responsible. The debit balance on the Pensions Reserve therefore shows a
substantial shortfall in the benefits earned by past and current employees and the resources
the Commissioner has set aside by the time the benefits come to be paid.

Pensions Reserve Restated

201213 2013114

£'000 £'000

Balance as at 1 April {1,412,284)| (1,679,464)
Actuarial gains or losses on pensions assets and (201,107) 100,499
liabilities
Reversal of items relating to retirement benefits (105,217) (117,664)
debited or credited to the Surplus or Deficit on the
Provision of Services in the Comprehensive Income
and Expenditure Statement.
Employer's pensions contributions and direct 39,144 42,947
payments to pensioners payable in the year
Balance at 31 March {1,679,464)| (1,653,682)

Collection Fund Adjustment Account

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

to the General Reserve from the Collection Fund.

Collection Fund Adjustment Account 201213 | 2013M4
£'000 £°000

Balance as at 1 April 160 67

Amount by which council tax income credited to the

Comprehensive income and Expenditure Statement is (93) 634

different from the council tax income calculated for the

year in accordance with statutory requirements

Balance at 31 March 67 701
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Accumulated Absences Account

The Accumulated Absences Account absorbs the differences that would otherwise arise on
the General Reserve Balance from accruing for compensated absences eamed but not taken
in the year, eg annual leave, time off in lieu entittement 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 201213 | 201314
£'000 £'000

Balance as at 1 April (2,035) (2,459)

Settlement or cancellation of accrual made at the end 2,035 2,459

of the preceding year

Amounts accrued at the end of the current year (2,459) {1,805)

Amount by which officer remuneration charged to the

Comprehensive Income and Expenditure Statement (424) 654

on an accruals basis is different from remuneration

chargeable in the year in accordance with statutory

requirements

Balance at 31 March {2,459) {1,805)

Deferred Capital Receipts

The Deferred Capital Receipts account represent capital receipts that are due to the
Constabulary but have not yet been paid. The below receipts are for the Helicopter that was
transferred to NPAS but the capital receipts are being received in stages

Deferred Capital Receipts Account 201213 | 201314
£000 £000
Balance as at 1 April 0 0
Receipts to be paid 0 45
Balance at 31 March 0 45

Note 27 Cash Flow Statement — Operating Activities

The cash flows for operating activities include the following items:;

2012113 201314
£000 £'000
Interest received including accruals {404) (279)

Interest received accruals (43) (24)
Interest received on a cash basis {447) (303)

Interest paid including accruals 1,578
Interest paid accruals L 15
Interest paid on a cash basis 1,583 1,619

Note 28 Police Property Act Fund

Commissioners are required under the Police Property Act 1997 to set aside any money
received from the sale of property which has come into their possession in connection with a
criminal charge. The net proceeds from this fund are subsequently either repaid to the
individual, used to defray expenses incurred in the storage and safe custody of property, or
distributed to local charities. Derbyshire Community Foundation is the Commissioner's
nominated charity. The Foundation operates an endowment fund for the Derbyshire Police
Property Act monies and distributes grants to other local charities from the net interest earned.
The balance on the fund as at 31 March 2014 was £18,850 (£13,416 as at 31 March 2013).
This has not been included in the PCC Group Balance shest, as it does not represent monies
owned by the Group.
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Note 29 Accounting Standards that have been issued but have not yet been adopted

Commissioners shall disclose information relating to the impact of an accounting change that
will be required by a new standard that has been issued but not yet adopted. The Code of
Practice has introduced several changes in accounting policies which will be required from 1
April 2014. If these had been adopted for the financial year 2013/14 there would be no

material changes as detailed below.

A number of new and revised standards have been issued addressing the accounting for
consolidation, involvements in joint arrangements and disclosure of involvements in other

entities.

IFRS 10 Consolidated Financial Statements: this standard introduces a new definition of
control, which is used to determine which entities are consolidated for the purposes of group
accounts. The PCC group currently comprises off the PCC and Chief Constable. There are
partnerships with other agencies but none of them will lead to disclosure as an associate. The
regional collaboration work is considered within Joint Arrangements below. No impact is
expected on the 2013/14 Statement of Accounts.

IFRS 11 Joint Arrangements: this standard addresses the accounting for a ‘joint amangement’,
which is defined as a contractual arrangement over which two or more parties have joint
control. These are classified as either a joint venture or joint operation. In addition
proportionate consolidation can no longer be used for jointly controlled entities. The regional
collaboration work within the East Midlands falls under the category of a jointly controlled
operation and will not be affected by the new requirements.

IFRS 12 Disclosures of involvement with other entities: this is a consolidated disclosure
standard requiring a range of disclosures about an entity's interests in subsidiaries, joint
arrangements, associates and unconsolidated ‘structured entities’. The Constabulary has a
number of arrangements with other entities but none are material in the context of the 2013/14

financial statements

Other standards, IAS 27 Separate Financial Statements, IAS 28 Investments in Associates
and Joint Ventures, IAS 32 Financial Instruments: Presentation- offsetting Financial Assets
and Financial Liabilities and IAS 1 Presentation of Financial Statemenis have also been
amended. The impact of the standards on the financial statements of the Commissioner is not

expected to be material.

Note 30 Authorisation of Accounts for issue
The 2013/14 Statement of Accounts were authorised for issue by the Treasurer on 30 June
2014. All evenis after the balance sheet date until this date have been considered for
disclosure as events after the balance sheet date.

Note 31 Post Balance sheet events

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

2012113 201314
£'000 £'000
Contributions Receivable :
{ 16,914) Employer (16,481}
(731} Employer - lll Heaith Capital 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) Additlonal contribution from the Police and Crime Commissioner (18,384}
to fund the deficit for the year
0 Net amount payable/receivable for the year 0
Net Assets Statement
Current assets
2,819 Pensions paid in advance 3170
Current Liabllities
0 Unpaid pension benefits 0
0 Unpaid pension benefits - previous years 0,
{2,819) Surplus for year payable to Police and Crime Commissioner (3,170)
0 Other current liabilities 0
0 0
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Notes to the Pension Fund Account

Note 1 Police Pensions Fund Account

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

service of 35 years.

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

Before April 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 Office.
The rates have changed from 1 April 2008 and will then be subject to triennial revaluation by

the Government Actuary’s Department.

Under the new arrangements the Pension Fund Account balances to nil at the year end by
either receiving a contribution by the Commissioner 1o or from 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 12 to 23).
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POLICE AND CRIME COMMISSIONER FOR DERBYSHIRE
STATEMENT OF ACCOUNTS 2013/14
COMMISSIONER’'S ANNUAL GOVERNANCE STATEMENT 2013/14

Position as at 31 March 2014 including plans for the financial year 2014/15

1.2

22

INTRODUCTION

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. ltis also available
on the Commissioner’s website at http://www.derbyshire-pcc.gov.uk/Public-

Information/Policies-Procedures-and-Guidance-Documents.aspx

This Annuai Governance Statement explains how the Commissioner has
complied with the joint code and also meets the requirements of Regulation
4[2] of the Accounts and Audit (England) Regulations 2011 in relation to the

review of the effectiveness of the system of internal control.

SCOPE AND RESPONSIBILITY
The Commissioner and the Chief Constable are responsible for ensuring that

business is conducted in accordance with the law and proper standards, that
public money is safeguarded and properly accounted for, and used

economically, efficiently and effectively.

The Commissioner is responsible under the Police Reform and Social
Responsibility Act 2011 for securing, inter alia, an efficient and effective police
Constabulary for Derbyshire and to deliver value for money, being continuous
improvement in the way in which its functions are exercised, having regard to

a combination of economy, efficiency and effectiveness.
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2.3

42

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

through delegation to his officers.

THE POLICE AND CRIME PANEL

The Police and Crime Panel has been established under legislation to hold
the Commissioner to account by scrutinising his decisions and also has a role
to play in overseeing the police and crime plan, on the setting of the precept,
the appointment of the Commissioner's statutory officers and in the
appointment of a Chief Constable. The panel is politically and geographically
balanced with representatives from the local authorities in the policing area
with 2 co-opted independent members. There are 16 members on the

Derbyshire panel.

THE PURPOSE OF A GOVERNANCE FRAMEWORK
The Police Reform and Social Responsibility Act 2011 changed the way
policing was governed by introducing one directly elected Police and Crime

Commissioner. The Commissioner is a corporation sole, as is the Chief
Constable and this required a new governance framework to be adopted.

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

» Deliver on his vision and priorities for policing and crime

» Performance manage the Force and other partners

* Hold individuals to account for delivery

» Make decisions in an open transparent way

» Engage with the public and victims to achieve better outcomes
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4.3

4.4

4.5

4.6

* Provide good stewardship over public funds and achieve value for

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

decisions.

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

interference by the Commissioner.

The Commissioner has sworn an oath of impartiaiity. This has committed him
to serve local people without fear or favour and it sets out his public

commitment to performing his role with integrity, impartiality and fairness.

The Commissioner's governance framework has been in place since 22
November 2012 when Alan Charles was elected as the first Police and Crime
Commissioner for Derbyshire. The framework was in place at the yearend 31
March 2014, It will be replaced by an amended framework after 1 April 2014
to reflect the transfer of the majority of police staff to the employment of the
Chief Constable (called the Stage 2 transfer).

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

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

Constable.
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THE POLICE AND CRIME PLAN

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

and be held to account.

5.2 Indeveloping the plan the Commissioner is required to consider a number of
duties. These include:

» Working and co-operating with partner organisations in developing
and implementing local crime and disorder strategies.
» Engaging and consulting with the public, victims of crime and
businesses.
* Resources to support the strategic policing requirements to address
national risks, harm and threats.
» Have regard to the safeguarding of children, promoting the welfare
of children and equality and diversity
* Co — operation with local criminal justice bodies to provide efficient

and effective criminal justice services.

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

assessment.
5.4  Although the Chief Constable is responsible for operational policing matters,

the direction and control of police personnel and for putting in place proper
arrangements for the governance of the Constabulary, the Commissioner is
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6.2

required to hold him to account for the exercise of those functions and those
of the persons under his direction and control. It therefore follows that the
Commissioner must satisfy himself that the Constabulary has appropriate
mechanisms in place for the maintenance of good governance, and that these
operate in practice. To this end and as a consequence of the Chief Constable
being a corporation sole with his own accounts, the Chief Constable will

produce his own Annual Governance Statement.

THE INTERNAL CONTROL ENVIRONMENT
The system of internal control is a significant part of the governance

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

effectively, efficiently and economically.

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

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

¢ The Medium Term Financial Plan

+ Strategic Risk Registers (Constabulary and Commissioner)

¢ The Joint Scheme of Corporate Governance

¢ The Code of Corporate Governance

¢ The Scheme of Delegation and Consent

+ The Financial Regulations and Contract Regulations

¢ Meeting protocol

o Terms of reference for the Joint Audit Risk and Assurance Committee
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6.4

6.5

6.6

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

Internal Control environment.

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

the community safety priorities of the responsible authorities.

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

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

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

» Work to improve the support provided to victims and
withesses

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

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

=  Work to support local policing and maintain current
strength, distributing resources into places of greatest

need
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6.8

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

= Encourage further investigation into the issues surrounding
alcohol-related crime & harm and the impact of drugs on
communities; explore ways to intervene early — with

support from our partners

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

Commissioner and the Chief Constable.

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

TRANSPARENCY

The Commissioner has adopted and is following a wide ranging and robust
transparency agenda which whilst it is based on the secondary legislation of
the two Specified Information orders and the requirements of the information
Commissioner’s Office is nevertheless one of the Commissioner's key tenets.
Meetings are publicised in advance and all decisions are taken in the public
domain as far as possible. All decisions are published along with any

supporting reports that are not subject to a restrictive marking.
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7.3

7.4

7.5

7.6

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

management structure and business activities.

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

performance management and reporting process.

The Commissioner or his representative sit on project groups at all levels
within the Constabulary and the Constabulary regularly provides the
Commissioner with information on performance, finance and risk
management, in accordance with an agreed forward plan, which is published.

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

resilience as well as delivering a cost saving agenda.

There are 5 forces in the East Midlands region —Derbyshire, Leicestershire,
Lincolnshire, Northamptonshire and Nottinghamshire. These continue to
review collaborative arrangements through the East Midlands Police
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7.8

7.9

7.10

Collaboration Programme (EMPCP) which is led by the Deputy Chief
Constable East Midlands. All the projects aim to save money, increase
capacity and capability, maintain or improve customer service standards, use
officer and staff time in the best way possible, deliver the best service with the
resources available, improve performance or make better use of technology.
The EMPCP focuses on delivering joint regional work in both operational and
non-operational support services. Not all coliaboration initiatives are shared

by all five forces.

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

A copy of this is attached-at APPENDIX 3. te-this+epos.

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

each area of policing within regional collaboration.

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

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

regionally.

The Joint Audit Risk and Assurance Committee for the Chief Constable and

the Commissioner is charged with overseeing the corporate governance
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process and the management of risk. It carries out the role similar to that of an

audit committee but acts in an advisory and assurance capacity. The

Committee will review the full Annual Governance Statement and approve an

abridged version for inclusion in the annual Statement of Accounts. The

Statement of Accounts for 2013/14 will be approved by the JARAC Committee

itself in September.

REVIEW OF THE JOINT CODE OF CORPORATE GOVERNANCE 2013/14

In adopting the Joint Code the Commissioner undertook to demonstrate

compliance with the principles of corporate governance in each of the six

dimensions of his business:

» Focusing on the purpose of the Commissioner and the Constabulary,

and on outcomes for the community, and creating and implementing

a vision for the local area
= leaders, officers and partners working together to achieve a

common purpose with clearly defined functions and roles;

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

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

Developing the capacity and capability of the Commissioner and the
Officer of the Police and Crime Commissioner to be effective; and
Engaging with local pecple and other stakeholders to ensure robust

public accountability.

Attached-at APPENDIX 1 is a review of these six areas with comment as to
how these have been achieved. This review evaluates how well the
Commissioner has met his own code during 2013/14, and identifies what
areas of work will be reviewed or improved in 2014/15. The major areas for
development relate to the governance changes required as a result of the

Stage Two transfer.
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10.1

DELIVERING THE GOVERNANCE FRAMEWORK
The Commissioner is committed to maintaining an effective governance

framework.

The Joint Audit Risk and Assurance Committee has oversight over the full
range of audit and inspection activity undertaken across the Commission.
This provides effective assurance that governance arrangements are working

effectively.

External Inspection activity is carried out by KPMG LLP, appointed following a
national tender process by the outgoing Audit Commission. Baker Tilly took
over RSMTenon during the financial year and provides the internal audit
service. HMIC have no remit to inspect Commissioners but can inspect

Commissioner activities on request and for a fee.

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

Hospitality.

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

REVIEW OF EFFECTIVENESS OF INTERNAL CONTROL
The Commissioner has responsibility for conducting, at least annually, the

review of the effectiveness of the system of internal control. The review of
effectiveness of the system of internal control is informed by the work of the
internal auditors and the managers within both the Constabulary and the
Commissioner's Office who have responsibility for the development and
maintenance of the internal control environment. It is also informed by the

comments received from external auditors, and other agencies.
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There are a number of ongoing processes, which review effectiveness from

several different perspectives, and-these-are-explained-at-APRPENDIX-2.

Internal Audit also provides assurance statements for each audit they carry

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

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

responsibility.

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

who have specific delegations in relation to managing resources.

The Internal Audit Annual Assurance Statement opinion regarding the
adequacy and effectiveness of the arrangements for governance, risk
management and contro! are adequate and effective as detailed in the Annual
internal Audit Letter for 2013/14.

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

year through:

¢ The framework of regular management information.

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

¢ Performance monitoring arrangements.

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

¢ Reviews by external agencies such as the Audit Commission.
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11
11.1

11.2

12
12.1

Having undertaken the review of the effectiveness of the governance
framework by the Joint Audit Risk and Assurance Committee, the
arrangements continue to be regarded as fit for purpose in accordance with
the governance framework. Recognising the future changes to governance
required to reflect Stage Two Transfer, and a need to improve assurance
processes, the areas of work or development and new actions planned in
2014/15 are outlined below:

Review of Scheme of Governance

Review of Delegations and Consents including Financial and contract

procedure rules

Production of an assurance map for Derbyshire police

Review of collaboration assurance

SIGNIFICANT INTERNAL CONTROL ISSUES
Significant Internal Control Issues 2013/14 — There were no significant

control issues identified during the year and the system of Internal Control is
considered to have operated adequately in 2013/14. At the time of writing,

the Statements of Accounts for 2013/14 have not yet been audited. There are

no known post balance shest events.

There were no significant control issues identified and reported in the
Statement of Accounts for 2012/13.

LOOKING FORWARD
There will continue to be serious financial challenges to be faced for the

foreseeable future. A general election in 2015 will mean a new government

but there is no feeling from any party that the austerity measures will be lifted.

Derbyshire Police have delivered substantial cuts whilst maintaining public

satisfaction and reductions in recorded crime. Police grant for the current

financial year saw further percentage reductions as well as top slicing of £13m
to support growth in HMIC and the IPCC. There is no indication of grant levels

for 2015/126 but in anticipation of a further substantial reduction in grant

support, the Commissioner is supporting the Constabulary in its Priority Based

Budgeting review.
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12.3

13
13.1

The Commissioner and the Chief Constable are committed to delivering a
high quality policing service. The organisation continues to make savings by
reducing bureaucracy and improving efficiency. Its collaboration programme is
continuing to be developed delivering both financial savings and improving

resilience.

The Stage 2 Transfer of staff was signed off by the Home Secretary, and the
model agreed between the Commissioner and the Chief Constable saw the
Chief Constable becoming the employer of all except the staff directly
supporting the Commissicner in the OPCC. Changes will be required in the
governance frameworks of both the Commissioner and the Chief Constable to
address the new staffing structures and these are in hand, based on a
Memorandum of Agreement. In particular, the scheme of delegation and

consent have been completely rewritten.

SUMMARY

In 2013/14 both the internal and external auditors better understand the
organisation and have provided both an opportunity and a challenge to the
organisation. The Commissioner welcomes challenge and the support proved
by our auditors; we will continue to meet the financial, economic and
governance challenges of ensuring there is an efficient and effective policing

service in Derbyshire.

Appendices/Background papers (to be found at meeting reports of the JARAC
dated 17 July 2014, Agenda Item 8B refers):
Appendix 1. Police and Crime Commissioner for Derbyshire: Review of the Code of

Corporate Governance 2013/14.
Appendix 2. Internal Control Environment of the Police and Crime Commissioner for

Derbyshire incorporating the review of effectiveness for 2013/14.
Appendix 3. AGS for Collaboration 2013/14
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Chief Executive
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DEFINITIONS

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

April,

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

is received or paid.

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

Budget

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

are contained within the total budget figure.

Capital Adjustment Account

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

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

existing fixed asset.

Capital Financing Requirement

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

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

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

the Police Reform and Social Responsibility Act 2011.

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

accountants working in the public services.

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

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

otherwise the asset/ liability will be disclosed as a note to the accounts.

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

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

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

end of the financial year.

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

Defined Benefit Scheme

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

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

changes.

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

of another antity.

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

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

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

licences.

Formula Grant Distribution System

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

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

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

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

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

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

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

provision for credit liabilities.

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

The cost of discretionary benefits awarded to employees retiring early. These are overheads which are
not charged or apportioned to activities within the service expenditure analysis in the Comprehensive
Income and Expenditure Statement.

Police and Crime Commissioner (PCC)

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

Precept
The method by which the Commissioner obtains the income it requires from council tax via the
appropriate authorities.

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

Prudential code

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

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

Reserves

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

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

Revenue Expenditure funded from Capital by Statute

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