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1. PURPOSE OF REPORT

To present to the Board, for its consideration, a copy of the unaudited
Draft Annual Statement of Accounts for the financial year to 31 March 2011.

2. RECOMMENDATION(S)

To consider and note the contents of the report.

3. FINANCIAL IMPLICATIONS

The Force is required by statute to present a Draft Annual Statement of
Accounts for the financial year 2010-11 to Members of the Board and Audit
Scotland by 30 June 2011. Where the meeting of the Board is held beyond
this date, then Members should be provided with a copy by 30 June 2011.

The Draft Annual Statement of Accounts provides an overview of the financial
performance of the Force during 2010-11 and the financial position at the

31 March 2011. These can be compared to the corresponding totals for
2009-10 and the balances at 31 March 2010.

4. SERVICE & COMMUNITY IMPACT

5. OTHER IMPLICATIONS



REPORT

The Draft Annual Statement of Accounts for 2010-11 is appended to the
report and has been prepared in accordance with the accounting
requirements included within International Financial Reporting Standards
(IFRS). In order to provide comparative figures, the Force has re-stated those
amounts and balances which appeared in the 2009-10 Annual Statement of
Accounts, albeit using the new accounting requirements of IFRS.

In the 2007 Budget, the Chancellor announced that the UK public sector
would adopt IFRS, as this was seen as best practice and allowed for
international comparisons to be made. Although IFRS has been developed
for the private sector, the impact of the vast majority of transactions is the
same for all sectors. However, in some instances there are statutory
instruments that require divergence from generally accepted accounting
practices.

An overview of the Force's financial performance and position at the year end
is set out within the Explanatory Foreword by the Treasurer, on page 3 of the
Draft Annual Statement of Accounts. This also includes an explanation as to
the different financial statements and their purpose (page 4). The figures are
still subject to review by the Force's External Auditors (Henderson Loggie).

In summary, the Force generated a total budget saving of £2.316m against
the approved gross expenditure budget of £121.368m. This compares with
the estimate of £2.4m reported at the last meeting of the Board in May 2011.
As reported throughout the year, one of the key aims has been to generate
savings (primarily in back office functions) in order to contend with the
reduction in core funding in 2011-12, and the further cuts anticipated for 2012-
13 and beyond. The final out-turn figures in comparison to the respective
Budget Categories are included within the Foreword (pages 6 to 8), with a
comprehensive breakdown shown within the Notes to the Accounts on pages
67 and 68.

Reserves

At the start of year, the Force had a balance on the General Fund of £4.248m,
although £2.505m of this was earmarked for transfer to the new Police
Pension Account. After the transfer, this left a balance of £1.743m. With the
total underspend of £2.316m during 2010-11, the balance on the General
Fund increased to £4.059m. This balance (subject to audit) will be carried
forward into 2011-12.

A summary of the movement in the balance on the Force's General Fund
during 2010-11 is shown on page 6, with further explanation provided on
page 8.



7. REPORT AUTHOR DETAILS

Gary Craig, Deputy Director of Corporate Services
gary.craig@grampian.pnn.police.uk
Tel: 01224 305222

8. BACKGROUND PAPERS

Chief Constable Treasurer
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GRAMPIAN JOINT POLICE BOARD
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EXPLANATORY FOREWORD BY THE TREASURER
INTRODUCTION

Grampian Joint Police Board (thereafter referred to as the Board) was created by a
Statutory Instrument in 1995, known as 'The Grampian Combined Police Area
Amalgamation Scheme Order 1995' and came into operation on 1 April 1996, to
administer the policing provision for the new local government areas of Aberdeen City,
Aberdeenshire and Moray. The Statutory Instrument makes provision with respect to the
Members and Officers of the Board and its procedurés, powers and duties. As part of
these duties, the Board is required to publish apr’Anpual Statement of Accounts, the
object of which is to demonstrate publicly the progler stewardship of its financial affairs.

This foreword provides an explaniati g overall financial position, along with
a summary of the financial ouf ar ended 31 March 2011. It is also assists

This is the first year that the ented its Statement of Accounts applying the
rules and conventions| up ' Fimancial Reporting Standards (IFRS). Certain
income statement an g
'‘Code of Practice o )CA ority | Accounting in the United Kingdom 2009 - A
Statement of Recommended Practige’ (SORP), have been re-classified to comply with

ounting policies adopted under IFRS from 1 April 2009.
gnces are set out within note 5.

(Scotland) Accounts|Advisory Committee (LASAAC) Local Authority Code Board has
published the Code of Practice on Local Authority Accounting. This is based upon
approved accounting standards issued by the International Accounting Standards Board
and interpretations of the International Financial Reporting Interpretations Committee,
except where they are inconsistent with specific statutory requirements.

The Code sets out the accounting concepts and principles, which underpin the Statement
of Accounts. The Code requires that the financial statements are prepared in order to
give a true and fair view of the financial position, financial performance and cash flows of
the Force. A true and fair view requires the faithful representation of the effects of
transactions, other events and conditions in accordance with the definitions and
recognition criteria for assets, liabilities, income and expenses set out in the Code.
Compliance with the Code is presumed to result in financial statements that achieve a
true and fair view.
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The financial statements and their purpose are noted below.

Statement of Responsibilities - sets out the respective responsibilities of the Board and
Treasurer for the accounts.

Statement on the System of Internal Financial Control - sets out the framework within
which financial control is managed and reviewed and the main components of the
system, including the arrangements for internal audit.

Movement in Reserves Statement - shows the movement in the year on the different
reserves held by the Force, analysed into 'usable reserves' (i.e. those that can be applied
to fund expenditure or reduce the requirement for corg’grant funding) and other reserves.
The (Surplus) or Deficit on the Provision of Serviceg’ling shows the true economic cost of
are shown in the Comprehensive
erent from the statutory amounts

Income and Expenditure Statement. Thesg
required to be charged to the General Fund

ent - shows the accounting cost in
th generally accepted accounting
core grant funding. Forces are
e Jn accordance with regulations; this

Reserve), where amptnts 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'.

Cash Flow Statement — shows the changes in cash and cash equivalents of the Force
during the reporting period. The statement shows how the Force generates and uses
cash and cash equivalents by classifying cash flows as operating, investing and financing
activities. The amount of net cash flows arising from operating activities is a key indicator
of the extent to which the operations of the Force are funded by way of grant income or
from the recipients of services provided by the Force. Investing activities represent the
extent to which cash outflows have been made for resources which are intended to
contribute to the Force'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 Force.

Page 4



Grampian Joint Police Board Statement of Accounts 2010-11

REVENUE OUT-TURN 2010-11

Although the Comprehensive Income and Expenditure Statement (page 20) for the year
ended 31 March 2011, identifies a surplus of £30.230 million(m), this is only comparable
to the budgeted position after excluding significant additional items amounting to
£30.419m. These items are required to be included in the Board’s Statement of
Accounts to ensure compliance with accounting practices and conventions in respect to
International Financial Reporting Standards on notional employee, pension and capital
costs. These adjustments are reflected in the Movement in Reserves Statement (page
19).

The Total Comprehensive Income and Expenditure Statement also includes a surplus of
£9.214m relating to the revaluation of pension apd injury benefit liabilities, as well as
changes in property values. This is referred tojlas Qther Comprehensive Income and

the Force's General
commutations. These
to the year end, but rg

amounted to £2.505
expenditure within the Mgvement in Reserves Statement. The remaining balance of the
General Fund (that was not earmarked) at the start of 2010-11 amounted to £1.743m.

In terms of the budget monitoring and the impact upon the non earmarked element of the
General Fund, the Force had an underspend of £2.316m. This represents an overall
budget variance of 2% against a net revenue expenditure budget of £115.698m. The aim
throughout 2010-11 was to maximise savings, in order to reduce the financial burden
during 2011-12 and beyond, given that the Force like other public bodies, is anticipating
reductions in funding during the period of the next Spending Review.

The information presented in the following table shows in summary, the approved budget
for 2010-11 and actual expenditure incurred to 31 March 2011, which is presented to the
Board for monitoring purposes. A detailed reconciliation between the figures appearing in
the report below and those included in the Comprehensive Income and Expenditure
Statement is set out in note 28.
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Approved Spend to
Expenditure Type Budget 31 March 2011
£000 £000

Employees (excluding Police Officer Pensions) 90,470 88,901
Police Officer Pensions 14,340 14,361
Property 4,054 4,199
Transport 2,175 2,159
Supplies and Services 7,769 7,444
Payments to Agencies and Other Bodies ,150 1,131
Statutory Financing Charges 410 1,410
Income (8,670) (5,968)
Total Net Expenditure 5,698 113,637
SG/LA Funding A1115,698) (115,953)
Operational Underspend ’ I I - (2,316)
Contribution to Police Pension Accoun 2,505
Transfer to General Fund L - 189
The table below shows the financial i ct of the Farce's activities on the General Fund.
As noted above, the General Eund lit int o components, with one element
being earmarked for Police e sion lump|{sum commutations. This balance has
been cleared during af ggntribution towards the costs incurred within the
Police Pension Accqunt. remainingl amount of the General Fund (balance of

£1.743m as at 1 Apri| 2
(balance as at 31 Ma

increased/by the underspend of £2.316m, to £4.059m

£000
Non-earmarked elemen General Fund -
Balance as at 1 April 2010 (1,743)
Budget underspend f (2,316)
Balance as at 31 Majgh 2011 (4,059)
Earmarked element of the General Fund -
Balance as at 1 April 2010 (2,505)
Contribution to Police Pension Account 2,505
Balance as at 31 March 2011 -
Total General Fund -
Balance as at 1 April 2010 (4,248)
Budget underspend for 2010-11 (2,316)
Contribution to Pension Account 2,505
Balance as at 31 March 2011 (4,059)
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In terms of expenditure against individual budget heads, the following provides a
summary of some of the contributing factors resulting in budget variances.

Employee Costs

Although the Force had initially budgeted for maintaining Police Officer numbers at 1,600
throughout 2010-11, a decision was subsequently taken to reduce Police Officer
numbers during the year to meet part of the budget reduction. It was agreed that the
reduction would be implemented by revising the numibers of new recruits entering the
Force during 2010-11.

ce at the end of March 2011 was
er pay budget amounted to £1.204m,

The number of Police Officers employed bythe
1,564. The savings generated within the Police OH
from the approved budget of £77.954m,

also reduced during 2010-11. The
most essential front line posts and
igeted for at the start of the financial
al/voluntary redundancy scheme for

was £2.4m, and was

freeze.
The reduction in bot and Staff numbers is likely to have some impact
upon Business Areas| gpera d support capacity. Each new vacant position will be

deemed to be businep
appropriate.

s critigad, the Force will re-deploy or transfer Police Officers/Staff as

Overtime

As part of the drive to find savings and reduce costs over the longer term, there is an on-
going review of the expenditure incurred on overtime and the associated working
practices. In total, the Force achieved a saving of £581,000 against the respective
overtime budgets. The budget for the Central Overtime Reserve (funding set aside for
critical or serious incidents) was not utilised as Business Areas across the Force were
able to accommodate all of the overtime spend within their devolved budgets.

Property

The significant rise in fuel costs during the latter part of the financial year resulted in
higher running costs for the property estate. It is likely that this budget pressure will
continue into the new financial year and beyond. The Force continues to participate in a
national contract for energy supplies, whereby the increases in the costs are lessened
through collaboration and economies of scale. Some of the price increase was offset by
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the implementation of a carbon management plan, which sets out the steps for reducing
energy consumption. This includes the adoption of new technology and changes in
working practices with a view to reducing the Force's carbon footprint.

Supplies and Services

The Force made savings of £325,000 against the overall Supplies and Services budget.
This included reducing the level of spend incurred on training and attending conferences,
which resulted in a saving of approximately £90,000. The Force in conjunction with the
Scottish Police Services Authority (SPSA) reviewed a number of telephony contracts,
which resulted in savings and refunds of cash from suppliers at the year end, amounting
to £90,000. The Force has also been reducing costs #cross a range of expenditure types,
by procuring goods and services through new loca national contracts.

Income

The Force generated additional income pf approximately £300,000 over and beyond the
budgeted total of £5.670m. The budge : ent income was reduced during the
year to reflect the decreasing number |of A secondees, however the amount
recharged to other organisatiop gs gl igher than expected and resulted in a

for a number of specific proj
rental income generated

£75,000.

Scottish Police Se

Joint Police Boards facrgss Scotland signed an Agency Agreement with SPSA, which
allowed SPSA to pufchase ICT goods and services directly from suppliers, on behalf of
the Force. This came into effect on 1 July 2009.

Under the new arrangement, SPSA pay the suppliers, and thereafter recover an
equivalent sum from the Force. The Force will then draw down that sum from the Scottish
Government.

An adjustment is made at the year end to reflect expenditure, which has been pre-paid or
requires to be accrued by both SPSA and the Force. The total revenue spend by SPSA
on ICT goods and services during 2010-11, which was grant funded amounted to
£1.812m. The total capital expenditure for ICT assets amounted to £0.230m.

General Fund

The Scottish Government recently agreed to revise the carry forward limits associated
with revenue underspends in any given financial year, as well as maximum balances on
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the General Fund. In any given year, the Force is permitted to carry forward up to 4% of
its core funding (a rise of 1%), and can now hold balances on its General Fund up to 8%
of its core funding (a rise of 3%).

Although the closing balance on the General Fund decreased by £189,000, reducing
from £4.248m to £4.059m, the opening balance brought forward from 2009-10 included
£2.505m which had been earmarked to provide for Pension Commutation Lump Sums,
payable to Police Officers who retire from the Force. With the transfer of this balance into
the Police Pension Account, this left the remaining balance of £1.743m. This increased to
£4.059m by the end of 2010-11, principally due to the savings plans instigated by the
Force. The total balance on the General Fund is within the 8% threshold of carry forward
limits for reserves.

rces available to meet significant
¢ € nature and types of risks faced by
the Force, the balance on the General Fu ar((also be used to fund any immediate
ues to reduce in future years, it is
Il need to consider the best way to

Whilst it is necessary to ensure that there are

meet any budget shortfall using resenves ngigs through service reconfiguration or
reductions in service provision

Capital Plan

Capital expenditure is armi Board, based upon the capital grant, capital
receipts, Prudential bg ing if regqui revenue funding.

The Force's approved smpdated during the financial year as the Board
considers appropriatd P01 1 the Force's Capital Plan included a budget for
the year of £3.027m.|The g nd amounted to £2.838m, which was broadly in line
with earlier projections af’ capital spend can be split into two different elements.

z , replacement/improvement of capital assets (including
buildings, ICT equipment/and vehicles) and individual projects where capital investment
is required. The total bydget for these different categories in 2010-11 was £1.270m and
£1.757m respectively

The expenditure of £2.838m was funded by way of a £2.473m capital grant,
supplementary grants and other contributions amounting to £314,000 and £51,000 of
capital receipts. The balance of capital receipts at the start of 2010-11 was £3.872m.
The Force generated £0.180m of receipts from the sale of vehicles and with the use of
£51,000 of receipts in year, the balance at 31 March 2011 amounted to £4.001m. This
balance of receipts will be carried forward into 2011-12.

The Force has a balance of long term debt, which is being reduced with the repayment
of fixed term loans. The portfolio of loan debt originates from 1995, 1996 and 1997. All
of the loans have fixed interest rates ranging from 7% to 11%. The cost of redemption
is particularly high given the interest rates, however the portfolio of loan debt is subject
to regular review to assess whether or not re-financing of the loans would bring about
some cost savings. The Force has not undertaken any Prudential borrowing, and the
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current Capital Plan does not include any expenditure that would require Prudential
borrowing during the next 3 financial years.

The Force (acting on behalf of all Scottish Forces) was previously awarded a grant from
the Efficient Government Fund totalling £5.378m, towards the capital cost of
implementing the National Platform Project. Grampian Police is acting as the Lead
Force for this project, which will provide all Forces accessing shared performance
management information. The total spend in 2010-11 was £7,000. In total the Project
has spent £3.973m of the £5.378m grant, leaving a balance of £1.405m to be carried
forward into 2011-12.

NATIONAL SHARED ASSETS

The accounting treatment for spend and assocjated funding on national capital projects

(including the National Platform Project) ché ed furing the financial year 2008-09.

lassified as shared assets , namely
|, Vulnerable Persons Database,
ational Platform Project. Grampian Police

ARD LIABILITIES

PENSION AND INJURY A

The application of 19 (Employee Benefits) means that the Force is required to
recognise the cost of post employment benefits and include these within the
Comprehensive Income and Expenditure Statement when they are earned by
employees, rather than when the benefits are eventually paid as pensions. However, the
charge to the General Fund should equate to the cash paid into the Police Pension
Account or the Pension Fund (Police Staff) during the financial year. Consequently, the
accounting transactions pertaining to IAS19 are reversed through the Movement in
Reserves Statement. The Force is also required to show the net liability that exists at
the year end.

The Force's total net pension liability was £680.188m at 31 March 2011. This was made
up of £25.388m for Police Staff and £654.800m for Police Officers. The Police Officers'
pension scheme is unfunded and therefore is a significant future liability for the Force.
However, the Force receives funding year on year specifically to cover the anticipated
annual Police Officer pension costs (net of Police Officer contributions).
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This is the second year that the liability associated with Police Officer Injury Awards, has
been disclosed separately. The total liability at 31 March 2011 was £28.404m, which
compares to the balance for the previous financial year, of £35.638m. The marked
difference is due to the assumptions used for the actuarial valuation, rather than any
significant change to the number of retired Police Officers receiving payment. Details of
the various rates applied are set out within the Notes to the Accounts.

The application of the technical accounting rules has had no impact on the underlying
basis for meeting the Board's current and on-going pension liabilities. These will be met
out of the Board's funding from Government Grants and contributions from constituent
authorities under the Amalgamation Scheme 1995. Accordingly, it has been considered
appropriate to adopt a going concern basis for preparation of these financial

statements.

Barry Jenkins, CPFA
Treasurer
10 June 2011
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STATEMENT OF RESPONSIBILITIES

The Board's Responsibilities

The Board is required to:

The Treasurer's Responsibilities:

The Treasurer is responsible for
accordance with proper practice

Make arrangements for the proper administration of its financial affairs and to
secure that one of its Officers has the responsibility for such administration of
those affairs. For this Board that Officer is the Treasurer, who is the Head of
Finance for Aberdeen City Council; and

Manage its affairs to secure economic, efficie d effective use of resources and

safeguard its assets.

Approve the Statement of Accounts.

the Board's Statement of Accounts in
IPFA/LASAAC Code of Practice on

And then applied them consistently;

Made judgments i thatwere reasonable and prudent;

Complied with the ; _

Kept proper agco grds, which were up to date; and

Taken reasongh or the prevention and detection of fraud and other
irregularities.

Barry Jenkins, CPFA

Treasurer
10 June 2011
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STATEMENT ON THE SYSTEM OF INTERNAL FINANCIAL CONTROL

This statement is given in respect of the Statement of Accounts for the Force. |
acknowledge my responsibility for ensuring that an effective system of internal financial
control is maintained and operated in connection with the resources concerned.

The system of internal financial control can provide only reasonable and not absolute
assurance that assets are safeguarded, that transactions are authorised and properly
recorded, and that material errors or irregularities are either prevented or would be
detected within a timely period.

on a framework of regular
nistrative procedures (including
gnd a system of delegation and
of the system is undertaken by
includes:

The system of internal financial control is ba
management information, financial regulations, .
segregation of duties), management supervisj
accountability. Development and maintegr
managers within the Force. In particular, t

o comprehensive budgeting syste

. regular reviews of periodic and gnnuél finangial reports which indicate financial
performance against the -

o setting targets to measure flnantia ] I performance;

o the preparation of reguyi3 i which indicate actual expenditure
against the forezasts :

o clearly defined|capital expenditlre guidelines.

the Statement of Acqo steq y’ Statement on the System of Internal Financial
Control. The intention i adén the review of internal control beyond the system of
financial control. The
corporate systems, progesses and controls, spanning the whole range of the Force's
activities, including in particiiar those designed to ensure that:

Policies are implémented in practice;

High quality s€rvices are delivered efficiently and effectively;

Values and ethical standards are met;

Laws and regulations are complied with;

Required processes are adhered to;

Performance statements and other published information are accurate and
reliable; and

. Human, financial and other resources are managed efficiently and effectively.

Whilst the inclusion of such a statement is not yet a statutory requirement within
Scotland, it is a matter of interest for the Force and one that will be supported by the
internal reviews and assessments that are on-going.
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Internal Audit Arrangements

Since January 2008 the Force has contracted the services of Deloitte LLP to provide an
Internal Audit Service. A programme of work (referred to as the Audit Plan) has been
approved by the Stewardship Sub-Committee, although this is subject to regular review
and updated where necessary. Whilst the plan includes a periodic review of all key
financial processes, there is also a requirement to assess the adequacy of other non
financial procedures, systems and controls.

The Force receives an overall assessment of the internal control system based on the
internal audit work undertaken in the period. The Internal Auditor cannot be expected
to give total assurance that control weaknesses or jrregularities do not exist. The
Internal Auditor undertakes work as part of the ag Audit Plan to assess:

processes;
adherence to Force policie strategie objectives and any statutory
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Barry Jenkins, CPFA
Treasurer
10 June 2011
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REMUNERATION REPORT

The Force is required to produce a Remuneration Report and include it within the Annual
Accounts. This follows on from the requirements set out in the Local Authority Accounts
(Scotland) Amendment Regulations 2011 (SSI No 2011/64), which have amended the
Local Authority Accounts (Scotland) Regulations 1985 (SI No 1985/267). The
Remuneration Report is a statement in its own right and is not a note to the Annual
Accounts.

Remuneration Arrangements

The salaries of Chief Police Officers are set through ngtional arrangements overseen by
the Police Negotiating Board (PNB). The PNB gircular/08/9 includes the salaries for the
Chief Police Officers for the period 2008 to 201 1| Thé remuneration for posts of Director
and Deputy Director of Corporate Services s se he Chief Constable, commensurate
with other national positions.

The following table provi detai uneration paid to the members of the Force
Executive.
2010-11 2009-10
7]
@ 8 =% E 5 5
< » =< - s o
La g Q£ — E - —_— 0 -
- 2 A Bosa L£5a
Pl <] O] 0 C e 0 co
8= o Q& - 3o =30
w o zZ52 EN EN
n e ® I & )
£000 £000 £000 £000
Chief Constable:
Colin McKerracher 143 2 145 158
Deputy Chief Constable:
John McNab 120 5 125 123
Assistant Chief Constable:
Colin Menzies 116 3 19 102
Assistant Chief Constable:
Albert Donald from 8 November 2009 to 23 23 1 24 45
June 2010
Assistant Chief Constable:
Derek Penman 84 2 86 76
from 21 June 2009 to 5 January 2011
Assistant Chief Constable: 24 ) 25 )
William Gordon from 5 January 2011
Director of Corporate Services:
Karen Williams 86 ) 86 88
Deputy Director of Corporate Services:
Gary Craig 78 - 78 83
Total 674 13 688 675
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There were sums paid relating to performance attainments during 2009-10, and these
are included as part of the total pensionable pay for that year. Following bi-lateral
discussions with the Scottish Government, performance related payments were
suspended for 2010-11. The pension entitlements of Chief Police Officers and Senior
Employees for the year to 31 March 2011 are shown in the table below, together with the
contribution made by the Force to each Senior Employees' pension during the year.

In year pension Accrued pension
contributions benefits
For year to For year to As at Difference
31 March 31 March 31 March from 31
2011 2010 2011 March 2010
£000 £000 £000 £000

Chief Constable:
Colin McKerracher 33 37 88 2
Deputy Chief Constable:
John McNab 21 54 5
Assistant Chief Constable:
Colin Menzies 4 64 8
Assistant Chief Constable:
Albert Donald from 9 57 2
November 2009 to 23 June
2010
Assistant Chief Constable:
Derek Penman
from 21 June 2009 to 5 19 54 6
January 2011
Assistant Chief Constable:
William Gordon from 5 - Pension 37 -
January 2011
Director of Corporate Pension 12 2
Services: 16 L S 27 1
Karen Williams ump sum
Deputy Director of Pension 33 2
Corporate Services: Ga 15
Crari% v Lump Sum 93 2
Total 149 Pension 399 27

Lump Sum 120 3

Whilst there is no Perision Fund for Police Officers, the Force does provide for a
equivalent notional ¢harge for Police Officer pensions based upon the Police Pension
Account (Scotland) Regulations 2010 (SSI 2010 No, 232). The Force contributes 24.7%
of the Police Officers' pensionable pay. As the Police Pension Account only commenced
from 1 April 2010, an equivalent figure has been applied to the pensionable pay costs for
2009-10 in order to provide for comparative figures.

Both the Director and Deputy Director of Corporate Services are members of the Local
Government Pension Scheme. Their pension figures show the benefits that have
accrued over a period of time and may include balances transferred from other pension
funds linked to previous employment.
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GENERAL DISCLOSURE BY PAY BAND

The table below indicates the numbers of Grampian Police employees receiving
remuneration (excluding pension contributions) greater than £50,000 in bands of £5,000.
Remuneration includes all sums actually paid to an employee and sums due by way of
expenses, allowances (as far as those sums are chargeable to UK income tax) as well as
the money value of any other benefits received other than cash

Remuneration Bands Number of Employees

2009-10 2010-11
£50,000 - £54,999 122 82
£55.000 - £59.999 37 79
£60.000 - £64,999 8 5
£65.000 - £69.999 6 3
£70,000 - £74,999 8 6
£75,000 - £79.999 5
£80 000 - £84,999 8
£85.000 - £89 999 3 3
£90.000 - £94,999 1 2
£105,000 - £109,999 1 0
£115.000 - £119.999 0 1
£125 000 - £129.999 1 0
£135.000 - £135,999 0 1
£160 000 - £164.999 0 1
£210000 - £214,999 1 0
| 197 196
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF GRAMPIAN JOINT POLICE BOARD AND THE
ACCOUNTS COMMISSION FOR SCOTLAND

Henderson Loggie
Chartered Accountants
48 Queens Road
Aberdeen

AB15 4YE
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MOVEMENT IN RESERVES STATEMENT

This statement shows the movement in the year on the different reserves held by the

Force.
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£000 000 £000 £000 £000

Balance at 1 April 2009 (3,704) 1) ($,665) 463,881 457,216
Movement in reserves during 2009-10
(Surplu_s) or deficit on the provision 29874 i 20,374 } 29.374
of services
Other C_omprehenswe Income and . } . 212009 212,099
Expenditure
Total C(_)mprehenswe Income and 2b 474 . 20.374 212,099 241,473
Expenditure
Adjustments between accounfing basis & )
funding basis under regutations (2p.949) (011) (30,829) 30,829 ’
Increase/(Decrease) in 200 /| (544) {911) {1,455) 242,928 241,473
Balance at 31 March 2010 \\ /(4£48l)/ (3,872) (8,120) 706,809 698,689
Movement in reserves during|2¢1Q-
(Surplu_s) or deficit on the provi (21,016) - (21016) - (21016)
of services
Other Comprehensive Income
Expenditure i ) ) (9214) (9.214)
Total Comprehensive Inco and
Expenditure (21,016) - (21,016) (9,214)  (30,230)
Adjustments between accoufing basis & 21.205 (129) 21076 (21,076) .7
funding basis under regulations
Increase/(Decrease) in 2009-10 189 (129) 60 (30,290)  (30,230)
Balance at 31 March 2011 (4,059) (4,001) (8,060) 676,519 668,459
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

This statement shows the changes in the Force's financial resources over the year.

2009-10
o g o
o 2 8 2
g T £ ® o
| C z [ =
o8 @ S
x o x
LLi o 1]
£000 £000 £000
56,377 (8,775) 47,602
10,743 (2,063) 8,680
1,955 (1,553) 402
38,531 (5,712) 32,819
10,189 (1,193) 8,996
764 - 764
773 - 773
119,332 (19,296) 100,036
- (185) (185)
38,248 (2,566)

200,788

11,311

212,099

241,473

2010-11
o £ o
w 2 9 2
8T £ o T
= = b4 c
63 4 g
X ] X
w & i
£000 £000 £000
Crime Management 58,666 (11,951) 46,715
Traffic Managemep 11,179 (2,618) 8,561
Public Order 2,035 (1,599) 436
Community 40,096 (8,117) 31,979
Call Manag 10,603 (1,762) 8,841
786 - 786
- (61,876) (61,876)
123,365 (87,923) 35,442
- (68) (68)
42,349 (377) 41,972
- (98,362) (98,362)
(21,016)
Surplus or deficit on
revaluation of
Property, Plant and (49)
Equipment assets
Actuarial
(ga|n§)/losses on (1,525)
pension
assets/liabilities
Actuarial
(gains)/losses on
Police Officer injury (7,640)
award liabilities
Other
Comprehensive (9,214)
Income and
Expenditure
Total
Comprehensive (30,230)
Income and

Expenditure
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BALANCE SHEET

This statement shows how the resources available to the Force are held in the form of
assets and liabilities.

1 April 2009 31 March 2010

31 March 2011

Note
£000 £000 £000
38,029 37,222 Property, plant & equipment 37,215 11
3,310 3,325 Investment property 3,325 12
475 373 Intangible assets 298 13
9 5 Long term debtors 1
41,823 40,925 Long term assets 40,839
610 129 Assets held for sale 211 20
146 224 215 17
5,381 5,295 Short term debtors 5,421 18
11,644 14,406 Cash and cash equivalen| 16,616 19
17,781 20,054 Current assets 22,463
(321) (321) 0
(10,722) (13,026) (13,624) 21
(873) (410) (1,421) 22
(11,916) (13,757) (15,045)
(8,445) (8,124 (8,124) 16
(496,459) (737,78 (708,592) 36&37
(504,904) (745,911) (716,716)
(457,216) (698, (668,459)
(6,665) (84120 (8,060) 23
463,881 708, 676,519 24
457,216 69 ,484 668,459

Barry Jenkins, CPFA

Treasurer
10 June 2011

The unaudited accounts were issued on 10 June 2011.
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CASH FLOW STATEMENT

This statement shows how the movement in resources has been reflected in cash flows.

2009-10
£000

29,374

(34,959)

3,505

(2,080)
(351)
331

(2,762)

11,644

14,406

201011

£000 Note
Net (surplus) or deficit on the provision of services (21,016)
Adjustments to net surplus or deficit on the provision of services
for non cash movements 14,973
Adjustments for items in the net surplus or,deficit gn the provision
of services that are for investing and figangjng agtivities 3,763
Net cash flows from operating agctivif (2,280) 25
Investing activities 375 26
Financing activities 305 27
Net (increase) in cash ang %q alents (2,210)
Cash and|c heginning of the reporting
period 14,406
Cash and 2quiva t the end of the reporting period 16,616
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NOTES TO THE ACCOUNTS
1. ACCOUNTING POLICIES
a) General Principles

The Statement of Accounts summarises the Board's transactions for the financial year
2010-11 and its position as at 31 March 2011. The Local Authority Accounts (Scotland)
Regulations 1985 require the Board to prepare an Annual Statement of Accounts in
accordance with proper accounting practices. These practices primarily comprise the
Code of Practice on Local Authority Accounting in the United Kingdom 2010-11 and the
Best Value Accounting Code of Practice 2010-11, sdgported by International Financial
Reporting Standards (IFRS).

Accounting policies are the principles, bases, o lons, rules and practices applied by
the Board that specify how the effects of trafnsacy and other events are to be reflected
in its financial statements through recognising, seldcting measurement bases for, and

are made or received.

Supplies are recorded a6 expenditure when they are consumed. Where there is a gap
between the date supplies are received and their consumption, they are carried as
stocks on the balance sheet.

Fees, charges, rent and other income are accounted for in the period to which they
relate, i.e. any payments received in advance are included as a liability within the
Balance Sheet.

Interest payable on borrowings and receivable on investments is accounted for on the
basis of the effective interest rate for the relevant financial instrument rather than the
cash flows fixed or determined by the contract.

Where income and expenditure have been recognised but cash has not been received
or paid, a debtor or creditor for the relevant amount is recorded in the Balance Sheet.
Where it is doubtful that debts will be settled, the balance of debtors is written down and
a charge made to revenue for the income that might not be collected.
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Income and expenditure are credited and debited to the relevant revenue account,
unless they properly represent capital receipts or capital expenditure.

The full cost of employees is charged to the Comprehensive Income and Expenditure
Statement of the period within which the employees worked.

c) Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable
without penalty on notice of not more than 24 hours. Cash equivalents are investments
that mature in three months or less from the date of acquisition and that are readily
convertible to known amounts of cash with insignificarit risk of change in value.

alents are shown net of bank
an integral part of the Force’s cash

In the Cash Flow Statement, cash and cask
overdrafts that are repayable on demand and f¢
management.

Changes in accounting policies & en required by proper accounting
practices or the change provides g ) elevant information about the effect
of transactions, other events i orce’s financial position or financial
performance. Where 4 S applied retrospectively by adjusting

f) Charges to Revenue for Non-Current Assets
Services and support services are debited with the following amounts to record the cost
of holding fixed assets during the year:

. depreciation attributable to the assets used by the relevant service;

o revaluation and impairment losses on assets used by the service where there
are no accumulated gains in the Revaluation Reserve against which the losses
can be written off;

o amortisation of intangible fixed assets attributable to the service.

Whilst the Force is not required to raise additional funding to cover depreciation,
impairment losses or amortisations, it is required to make an annual provision from
revenue to contribute towards the reduction in its overall borrowing requirement (equal
to either an amount calculated on a prudent basis determined by the Force in
accordance with statutory guidance, or principal loan repayments). Depreciation,
impairment losses and amortisations are therefore replaced by a revenue provision in
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the General Fund Balance, by way of an adjusting transaction with the Capital
Adjustment Account in the Movement in Reserves Statement for the difference between
the two.

g) Employee Benefits
Benefits Payable During Employment

Short-term employee benefits, such as wages and salaries, paid annual leave and paid
sick leave, bonuses and non-monetary benefits for current employees, are recognised
as an expense in the year in which employees render service to the Force. An accrual
is made for the cost of holiday entitlements earned b¥|employees but not taken before
the year-end and that can be carried forward into fHfe next financial year.

Termination Benefits

asult of a decision by the Board to
normal retirement date or an
¢y and are charged on an accruals

Termination benefits are amounts paya
terminate an individual's employmen
individual's decision to accept volunfary

ar,/not the amount calculated according to the
. the Movement in Reserves Statement,
and from the Pensions Reserve to remove the notional
debits and credits fon pe n L hcement termination benefits and replace them with

the pension fund or
relevant accounting

Post Employment Begnefits

The Force participates in two different Pension Schemes that provide benefits for
employees (retirement lump sums and pensions). Both are administered by the North
East of Scotland Pension Fund.

These include:

. Police Pension Scheme for Police Officers which is an unfunded scheme,
. Local Government Pension Scheme for Police Staff.

Both schemes provide members with defined benefits related to pay and service. The
Police Pension Scheme is unfunded with the respective revenue transactions being
posted to the Police Pension Account.
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Both Pension Schemes are accounted for as a defined benefits scheme:

The liabilities of the pension schemes attributable to the Force are included in the
Balance Sheet on an actuarial basis using the projected unit method - i.e. an
assessment of the future payments that will be made in relation to retirement benefits
earned to date by employees, based on assumptions about mortality rates, employee
turnover rates, etc, and projections of earnings for current employees.

Liabilities are discounted to their value at current prices, applying a discount rate based
on the indicative rate of return on high quality corporate bonds.

The assets (if any) of the pension fund attributabl the Force are included in the
Balance Sheet at their fair value:

. quoted securities — current bid price;

o unquoted securities — professional egtim
. unitised securities — current bid pfice;
) property — market value.

. interest cost
year as they

o expected retyrron assets — the annual investment return on the fund assets
attributable to"the Force, based on an average of the expected long-term return
— credited to the Finance 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
Force of liabilities or events that reduce the expected future service or accrual of
benefits of employees — debited/credited to the Surplus/Deficit on the Provision
of Services in the Comprehensive Income and Expenditure Statement as part of
Non Distributed Costs;

o 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;

o contributions paid to the pension fund or Police Pension Account — cash paid as
employer’s contributions to the pension fund or the Police Pension Account in
settlement of liabilities; not accounted for as an expense.
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In relation to retirement benefits, statutory provisions allow the General Fund balance to
be charged with the amount payable by the Force to the pension fund or directly to
pensioners in the year, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement, this means that there are
appropriations to and from the Pensions Reserve to remove the notional debits and
credits for retirement benefits and replace them with debits for the cash paid to the
pension fund and pensioners and any such amounts payable but unpaid at the year-
end. The negative balance that arises on the Pensions Reserve thereby measures the
beneficial impact to the General Fund of being required to account for retirement
benefits on the basis of cash flows rather than as benefits are earned by employees.

Discretionary Benefits

h) Events After

Events after the repq
that occur between t
Accounts is authoriss

o those that provide/evidence of conditions that existed at the end of the reporting
period — the Statgment of Accounts is adjusted to reflect such events;
. those that are/indicative of conditions that arose after the reporting period — the

Statement of Accounts is not adjusted to reflect such events, but where a
category of events would have a material effect disclosure is made in the notes
of the nature of the events and their estimated financial effect.

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

i) Exceptional Items

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 Force’s financial performance.
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i) Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Force becomes a
party to the contractual provisions of a financial instrument and 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 carrying amount of the
liability, multiplied by the effective rate of interest for the instrument. The effective
interest rate is the rate that exactly discounts estimated future cash payments over the
life of the instrument to the amount at which it was originally recognised.

For most of the borrowings that the Force has, this méans that the amount presented in

the Balance Sheet is the outstanding principal re ble (plus accrued interest) and
interest charged to the Comprehensive Inconje and Expenditure Statement is the
amount payable for the year according to the agreement

Gains and losses on the repurchase g settlement of borrowing are credited and
debited to the Financing and Investrhe and Expenditure line in the Income
and Expenditure Account in the year ase/settlement. However, where
repurchase has taken place a : tyring of the loan portfolio that involves
the modification or exchange o ) ents, the premium or discount is
respectively deducted from gr 3 ed cost of the new or modified loan
and the write-down to th ive|lIncome dand Expenditure Statement is spread
over the life of the loah by & he effective interest rate.

Where premiums and d iy charged to the Comprehensive Income and
Expenditure Statement] regul v the impact on the General Fund Balance to

ag’ repaid. The reconciliation of amounts charged to the
Comprehensive Income d Expenditure Statement to the net charge required against
the General Fund [Balghce is managed by a transfer to or from the Financial
Instruments Adjustmenj/Account in the Movement in Reserves Statement.

discount receivable

k) Financial Assets

Financial assets are classified into two types:

o 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.
Loans and Receivables

Loans and receivables are recognised on the Balance Sheet when the Force becomes
a party to the contractual provisions of a financial instrument and are initially measured
at fair value. They are subsequently measured at their amortised cost. Annual credits
to the Financing and Investment Income and Expenditure line in the Comprehensive
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Income and Expenditure Statement for interest receivable are based on the carrying
amount of the asset muitiplied by the effective rate of interest for the instrument. For
most of the loans that the Force has made, this means that the amount presented in the
Balance Sheet is the outstanding principal receivable (plus accrued interest) and
interest credited to the Comprehensive Income and Expenditure Statement is the
amount receivable for the year in the loan agreement.

Where assets are identified as impaired because of a likelihood arising from a past
event that payments due under the contract will not be made, the asset is written down
and a charge made to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The impairment loss is measured
as the difference between the carrying amount and the present value of the revised
future cash flows discounted at the asset’s original effégtive interest rate.

tion of an asset are credited/debited to
xperfditure line in the Comprehensive

Any gains and losses that arise on the derecogr
the Financing and Investment Income ang
Income and Expenditure Statement.

Available-for-Sale Assets

Available-for-sale assets are fetognised the| Balance Sheet when the Force

in the Comprehensiv penditure Statement for interest receivable are
based on the amortise efl multiplied by the effective rate of interest for
the instrument. Wh g fixed or determinable payments, income (eg,
dividends) is credited ‘ gmsive Income and Expenditure Statement when

it becomes receivablg

Assets are maintaing Balance Sheet at fair value. Values are based on the
following principles:

o instruments quoted market prices — the market price;
other instruments with fixed and determinable payments — discounted cash flow
analysis;

. equity shares with no quoted market prices — independent appraisal of company
valuations.

Changes in fair value are balanced by an entry in the Available-for-Sale Reserve and
the gain/loss is recognised in the Surplus/Deficit on Revaluation of Available-for-Sale.
The exception is where impairment losses have been incurred — these are debited to
the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement, along with any net gain/loss for the asset
accumulated in the Reserve.

Where assets are identified as impaired because of a likelihood arising from a past
event that payments due under the contract will not be made (fixed or determinable
payments) or fair value falls below cost, the asset is written down and a charge made to
the Financing and Investment Income and Expenditure line in the Comprehensive
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Income and Expenditure Statement. If the asset has fixed or determinable payments,
the impairment loss is measured as the difference between the carrying amount and
the present value of the revised future cash flows discounted at the asset's original
effective interest rate. Otherwise, the impairment loss is measured as any shortfall of
fair value against the acquisition cost of the instrument (net of any principal repayment
and amortisation).

Any gains and losses that arise on the derecognition of the asset are credited/debited
to the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement, along with any accumulated gains/losses
previously recognised in the former Statement of Total Recognised Gains and Losses.

Where fair value cannot be measured reliably, the istrument is carried at cost (less
any impairment losses).

1) Foreign Currency Translation

o the Force will
o the grants or

Amounts recognised a8 due to the Force are not credited to the Comprehensive
Income and Expenditire Account until conditions attaching to the grant or contribution
have been satisfied. Conditions are stipulations that specify that the future economic
benefits 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 returned 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 Comprehensive Income and Expenditure
Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure
Statement, they are reversed out of the General Fund 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 has been
applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants
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Unapplied Reserve are transferred to the Capital Adjustment Account once they have
been applied.

n) Intangible Assets

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

Internally generated assets are capitalised where it is demonstrable that the project is
technically feasible and is intended to be completed [(with adequate resources being
available) and the Force will be able to generatg’future economic benefits or deliver

incurred during the development phase (re penditure is not capitalised).
Expenditure on the development of w is,not ¢apitalised if the website is solely or
primarily intended to promote or adverti or¢e|s goods or services.

Intangible assets are measured injtiz ounts are not revalued, as the fair
value of the assets held by th termined by reference to an active

@ and Expenditure Statement. An asset is
ndication that the asset might be impaired —
; g Comprehensive Income and Expenditure
Statement. Any gai arisind opr'the disposal or abandonment of an intangible
asset is posted to the¢ ¢ ating Expenditure line in the Comprehensive Income

and charged to the
tested for impairment

Where expenditure ngible assets qualifies as capital expenditure for statutory
purposes, amortisatjon, /mpairment losses and disposal gains and losses are not
permitted to have an impact on the General Fund Balance. The gains and losses are
therefore reversed ¢4t of the General Fund Balance in the Movement in Reserves
Statement and posted to the Capital Adjustment Account and the Capital Receipts
Reserve.

o) Inventories

Inventories are included in the Balance Sheet at the lower of cost and net realisable
value. The cost of inventories is assigned using the weighted average costing formula.

p) Investment Properties
Investment properties are those that are used solely to earn rentals and/or for capital
appreciation. The definition is not met if the property is used in any way to facilitate the

delivery of services or production of goods or is held for sale.

Investment properties are measured initially at cost and subsequently at fair value,
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based on the amount at which the asset could be exchanged between knowledgeable
parties at arm’s length. Properties are not depreciated but are revalued annually
according to market conditions at the year-end. Gains and losses on revaluation are
posted to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The same treatment is applied to
gains and losses on disposal.

Rentals received in relation to investment properties are credited to the Financing and
Investment Income line and result in a gain for the General Fund Balance. However,
revaluation and disposal gains and losses are not permitted by statutory arrangements
to have an impact on the Balance. The gains and losses are therefore reversed out of
the General Fund Balance in the Movement in Resgfles Statement and posted to the

Jointly controlled operations are activitie ¢n by the Force in conjunction with
other venturers that involve the use of the asgs d resources of the venturers rather

Fhe ce recognises on its Balance Sheet
incurs and debits and credits the
with the expenditure its incurs and

the share of income it earns fro 2 pperation.
Jointly controlled assets praperty, plant or equipment that are jointly
controlled by the Fofce rs, with the assets being used to obtain

r) Leases
Leases are classified /as finance leases where the terms of the lease transfer
substantially all the riSks and rewards incidental to ownership of the property from the
lessor to the lessee. All other leases are classified as operating leases.

Where a lease covers both land and buildings, the land and buildings elements are
considered separately for classification.

Arrangements that do not have the legal status of a lease but convey a right to use an
asset in return for payment are accounted for under this policy where fulfiiment of the
arrangement is dependent on the use of specific assets.

The Force as Lessee

Finance leases

Property, plant and equipment held under finance leases is recognised on the Balance
Sheet at the commencement of the lease at its fair value measured at the lease’s
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inception (or the present value of the minimum lease payments, if lower). The asset
recognised is matched by a liability for the obligation to pay the lessor. Initial direct
costs of the Force are added to the carrying amount of the asset. Premiums paid on
entry into a lease are applied to writing down the lease liability.

Lease payments are apportioned between:

. a charge for the acquisition of the interest in the property — applied to write down
the lease liability, and
o a finance charge (debited to the Financing and Investment Income and

Expenditure line in the Comprehensive Income and Expenditure Statement)

Property, Plant and Equipment recognised under, ce leases is accounted for using
the policies applied generally to such assets/subject to depreciation being charged
over the lease term if this is shorter than the dss¢t’s pstimated useful life.

The Force is not required to raise addi § {o cover depreciation or revaluation
and impairment losses arising on lea sspts. Instead, a prudent annual contribution

is made from revenue funds towards the ed jcapital investment in accordance with
statutory requirements. Deprediatioy airment losses are therefore substituted
by a revenue contribution fh the Balance, by way of an adjusting

transaction with the Capits i D t in the Movement in Reserves

The Force as Lessor,
Finance leases

Where the Force grants a finance lease over a property or an item of plant or
equipment, the relevant is written out of the Balance Sheet as a disposal. At the
commencement of the lease, the carrying amount of the asset in the Balance Sheet
(whether Property, Plant and Equipment or Assets Held for Sale) 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. A gain, representing the Force's net
investment in the lease, is credited to the same line in the Comprehensive Income and
Expenditure Statement also as part of the gain or loss on disposal (ie netted off against
the carrying value of the asset at the time of disposal), matched by a lease asset in the
Balance Sheet.

Lease rentals receivable are apportioned between:

o a charge for the acquisition of the interest in the property — applied to write down
the lease liability (together with any premiums received), and

Page 33



Grampian Joint Police Board Statement of Accounts 2010-11

o finance income (credited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement).

The gain credited to the Comprehensive Income and Expenditure Statement on
disposal is not permitted by statute to increase the General Fund Balance and will be
required to be treated as a capital receipt. Where a premium has been received, this is
posted out of the General Fund Balance to the Capital Receipts Reserve in the
Movement in Reserves Statement. Where the amount due in relation to the lease asset
is to be settled by the payment of rentals in future financial years, this is posted out of
the General Fund Balance to the Deferred Capital Receipts Reserve in the Movement
in Reserves Statement. When the future rentals are paid, the element for the charge
for the acquisition of the interest in the property is ygdd to write down the lease asset.
At this point, the deferred capital receipts are sferred to the Capital Receipts
Reserve.

P against council tax, as the cost of
arrangements for capital financing.
t Account from the General Fund

The written-off value of disposals is not g
fixed assets is fully provided for undg

Operating Leases

Where the Force grapts ¥ i S a property or an item of plant or
equipment, the asset |s retai i ce Sheet. Rental income is credited to the
Other Operating Expepdi ine/ i Comprehensive Income and Expenditure

ight-line basis over the life of the lease, even if
this does not match| t ments (eg, there is a premium paid at the
commencement of the lease)| \Initigl direct costs incurred in negotiating and arranging

expense over the leas onthe same basis as rental income.

s) Property, Plant and Equipment

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

Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and
Equipment is capitalised on an accruals basis, provided that it is probable that the
future economic benefits or service potential associated with the item will flow to the
Force and the cost of the item can be measured reliably. Expenditure that maintains
but does not add to an asset’s potential to deliver future economic benefits or service
potential (i.e. repairs and maintenance) is charged as an expense when it is incurred.

Measurement
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Assets are initially measured at cost, comprising:

. the purchase price;
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;

o the initial estimate of the costs of dismantling and removing the item and
restoring the site on which it is located.

The Force does not capitalise borrowing costs incurred whilst assets are under
construction.

The cost of assets acquired other than by purchase/ is deemed to be its fair value,
unless the acquisition will not increase the cashi|flows of the Force. In the latter case,
e asset given up by the Force.

t fairvalue.| The difference between fair value
tol theqNon-Specific Grant Income line of the
re| Sf nt, unless the donation has been

and any consideration paid is credit
Comprehensive Income and E

made conditionally. Until co dre| satisfied, the gain is held in the Donated
Assets Account. Where gains arg [|credi the Comprehensive Income and
Expenditure Statement, eversad| out pfl the General Fund Balance to the
Capital Adjustment Acgbunt |n m erves Statement.

negt using the following measurement bases:

. assets under co ‘ epréciated historical cost;
o all other assefs ir va Iu, determined the amount that would be paid for the
ting use value — EUV).

Where there is no m 2
of an asset, depreciated feplacement cost is used as an estimate of fair value.

Assets included in the Balance Sheet at fair value are revalued sufficiently regularly to
ensure that their carrying amount is not materially different from their fair value at the
year-end, 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 a service.

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.

Impairment
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 material, the recoverable amount of the asset is estimated and, where
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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:
o 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, the carrying amount of
the asset is written down in the Comprehensive Income and Expenditure
Statement.

Where an impairment loss is reversed subseq gntly] the reversal is credited to the

recognised.

Disposals

When it becomes probable that \thg gunt of an asset will be recovered
principally through a sale ans through its continuing use, it is
reclassified as an Asset H he 3gsget is revalued immediately before
reclassification and the of thjg amount and fair value less costs to

ase to fair value less costs to sell, the loss is
e line in the Comprehensive Income and

sell. Where there is &
posted to the Other

Assets that are to beg O6r scrapped are not reclassified as Assets Held for
Sale.

> d of or decommissioned, the carrying amount of the asset in
the Balance Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is
written off to the Othér 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
also as part of the gain or loss on disposal (i.e. netted off against the carrying value of
the asset at the time of disposal). Any revaluation gains accumulated for the asset in
the Revaluation Reserve are transferred to the Capital Adjustment Account.

The balance of receipts is required to be credited to the Capital Receipts Reserve, and
can then only be used for new capital investment or set aside to reduce the Force’s
underlying need to borrow (the capital financing requirement). Receipts are
appropriated to the Reserve from the General Fund Balance in the Movement in
Reserves Statement.

The written-off value of disposals is not a charge against the General Fund, 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 Fund
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Balance in the Movement in Reserves Statement.

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 (i.e. freehold land) and assets
that are not yet available for use (i.e. assets under construction).

Deprecation is calculated on the following basis -

dnce basis over their estimated

. Buildings are depreciated on a reducing ba

useful lives of 30 years.

. Vehicles are depreciated on a straight lipg

as follows with residual value of appr
Incident Vehicles

Beat and Traffic Vehicle

over their estimated useful lives
10% of cost:

cost is significant i i otal cos of the item, the components are
depreciated separately.

Revaluation gains ar 5 reciatéd, with an amount equal to the difference
between current valug iati harged on assets and the depreciation that would

t) Provisions, Gontingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the Force a legal or
constructive obligation that probably requires settlement by a transfer of economic
benefits or service potential, and a reliable estimate can be made of the amount of the
obligation.

Provisions are charged as an expense to the appropriate service line in the
Comprehensive Income and Expenditure Statement in the year that the Force becomes
aware of the obligation, and 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 against the provision carried on
the Balance Sheet. Estimated settlements are reviewed at the end of each financial
year — where it becomes less than probable that a transfer of economic benefits will
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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
recovered from another party (e.g. from an insurance claim), this is only recognised as
income for the Comprehensive Income and Expenditure Statement if it is virtually
certain that reimbursement will be received if the Force settles the obligation.

Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Force a
possible obligation whose existence will only be €pnfirmed by the occurrence or
otherwise of uncertain future events not wholly within the control of the Force.
Contingent liabilities also arise in circumstances/whepe a provision would otherwise be
made but either it is not probable that an gutfl¢ resources will be required or the

Contingent liabilities are not recogniséd|i ce Sheet but disclosed in a note to
the accounts.

Contingent Assets

A contingent asset arises : has# ken place that gives the Force a
@ confirmed by the occurrence or otherwise
e control of the Force.

service potential.
Reserves
Amounts set asidel fof purposes falling outwith the definition of provisions are
considered as resernvés. The purpose and nature of reserves held by the Board are
disclosed in the notes to the balance sheet.

u) VAT

Income and expenditure excludes any amounts related to VAT, as all VAT collected is
payable to HM Revenue & Customs and all VAT paid is recoverable from it.
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2. CRITICAL JUDGMENTS IN APPLYING ACCOUNTING POLICIES

In applying the accounting policies set out in Note 1, the Force has had to make certain
judgments about complex transactions or those involving uncertainty about future
events.

There is a level of uncertainty regarding the future structure and levels of funding for
Scottish Police Forces. However, the Force has determined that this uncertainty is not
yet sufficient to provide an indication that the assets of the Force may be impaired in
some way through a need to reconfigure service provision.

The Board has a significant net liability associated #jth the future pension and injury
award costs. However, statutory arrangements forthe{funding of the deficit means that
the financial position of the Board remains . On the basis of this funding
arrangement, the Board considers it appropyi the Statement of Accounts should

E /AND OTHER MAJOR SOURCES OF

igdres that are based on assumptions
réd made taking into account historical
ant fgetors. However, because balances
esults could be materially different from the

made by the Force about the future '
experience, current trend$ 3 g ef| rel
|

level of maintenance. If the Force is unable to sustain the current level of spend on the
assets, then there isfa risk that the lives of the assets would be shortened.

The resultant changes would be that the level of depreciation charged would increase
and the carrying values fall.

Pension and Injury Award Liabilities

The liability associated with the future payments of pensions and injury awards is
calculated by an actuary applying a range of complex and varied assumptions.

Any changes to the assumptions could have a significant impact upon the net balance
sheet liability and charges to the Comprehensive Income and Expenditure Statement
given the relative values involved.
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4. EVENTS AFTER THE BALANCE SHEET DATE

The Statement of Accounts was authorised for issue by the Treasurer to the Board on 10
June 2011. Events taking place after this date are not reflected in the financial statements
or notes. Where events taking place before this date provided information about
conditions existing at 31 March 2011, the figures in the financial statements and notes
have been adjusted in all material respects to reflect the impact of this information.

5. TRANSITION TO IFRS

The Statement of Accounts for 2010-11 is the first to_be prepared on an IFRS basis.
Adoption of the IFRS based Code of Practice has res(jted in the restatement of various
balances and transactions, with the result that some amounts presented in the financial
statements are different from the equivalent figures’ presented in the Statement of
Accounts for 2009-10.

The following tables explain the materia| differences|between the amounts presented in
the 2009-10 financial statements (applying Statement of Recommended Practice)
and the equivalent amounts presented in t 0-11 financial statements (applying the
IFRS based Code of Practice).

flgures The second 1z )
Expenditure Account f{ present it as a comparative Comprehensive
Income and Expenditure, $ . ird table sets out the adjustments to the
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6. BEST VALUE ACCOUNTING CODE OF PRACTICE — COMPREHENSIVE INCOME
AND EXPENDITURE ACCOUNT ACTIVITIES

An exercise was carried out during 2007-08 to review levels of activity across the
Force. These percentages are used to allocate expenditure across the different
activities, in accordance with the requirements of the Best Value Accounting Code of
Practice.

Activity %
Crime Management 47.86
Traffic Management A2
Public Order 1.66
Community Safety 32.71
Call Management 8.65
1/00.00
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7. ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING BASIS UNDER
REGULATIONS

This note details the adjustments to the total Comprehensive Income and Expenditure
Statement recognised by the Force in the year, in accordance with proper accounting
practice to the resources that are specified by statutory provisions as being available to
the Force to meet future capital and revenue expenditure.

2010-11
Usable Reserves
Capital Movement in
Receipts Unusable
Reserve Reserves
£000 £000

Adjustments involving the Capital Adjustment
Account:
Reversal of items debited or credited to the
Comprehensive Income and Expenditure Accouht
Charges for depreciation and impairment of nbn
current assets - 2,833
Amortisation of intangible assets - 224
Capital grants and contributions thathave bee,
applied to capital financing - (3,069)
Amounts of non current assets wrifteprdfflo posal
or sale as part of the gain/lggs ispgsal e
Comprehensive Income afd Expe nt - (68)
Insertion of items not debited or gredited/ ta the
Comprehensive Income ahdBxpehditufe $tatement;
Statutory provision for the/finapcin V
investment 626 (626)
Adjustments involving api
Reserve:
Transfer of sale proceedg cfedit
gains/loss on disposal to th prehensive Income
and Expenditure Accoun - (180) 180
Use of the Capital Receipts Reserve to finance new
capital expenditure - 51 (51)
Adjustments involving Pension Reserves:
Reversal of items relating to post employment benefits
debited or credited to the Surplus or Deficit on the
Provision of Services in the Comprehensive Income
and Expenditure Statement 1,505 - (1,505)
Employer's pensions contributions and direct
payments to pensioners payable in the year 18,931 - (18,931)

Adjustment involving the Accumulating

Compensated Absences Adjustment Account:

Amount by which employee remuneration charged to

the Comprehensive Income and Expenditure on an

accruals basis is different from remuneration

chargeable in the year in accordance with statutory

requirements 469 - (469)
Adjustments involving the Employee Statutory

Mitigation Account:

Statutory adjustments for Injury Benefits (406) 406
Total Adjustments 21,205 (129) (21,076)
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2009-10
Usable Reserves
General Capital Movement in
Fund Receipts Unusable
Balance Reserve Reserves
£000 £000 £000

Adjustments involving the Capital Adjustment
Account:
Reversal of items debited or credited to the
Comprehensive Income and Expenditure Account
Charges for depreciation and impairment of non
current assets (3,069) - 3,069
Amortisation of intangible assets (249) - 249
Capital grants and contributions that have been
applied to capital financing 68 - (2,668)
Amounts of non current assets written off on dispos
or sale as part of the gain/loss on disposal to the
Comprehensive Income and Expenditure Accoynt 185 - (185)
Insertion of items not debited or credited to thg
Comprehensive Income and Expenditure Statemen
Statutory provision for the financing of ¢capi
investment 652 (652)
Adjustments involving the Capital Recgi
Reserve
Transfer of sale proceeds cre
gains/loss on disposal to tjfe Co b
and Expenditure Account - (913) 913
Use of the Capital Receipts R
capital expenditure - 2 (2)
Adjustments involving the
Reversal of items relating fo pgstigmp y ent benef" ts
debited or credited to the |
Provision of Services in the /e Income
and Expenditure Statement (44,617) - 44,617
Employer's pensions confribdtiong and direct
payments to pensioners payable in the year 17,402 - (17,402)
Adjustment involving the A¢cumulating

Compensated Absencds Adjustment Account:

Amount by which employee remuneration charged to

the Comprehensive Income and Expenditure on an

accruals basis is different from remuneration

chargeable in the year in accordance with statutory

requirements (876) - 876
Adjustments involving the Employee Statutory

Mitigation Account:

Statutory adjustments for Injury Benefits (2,014) 2,014
Total Adjustments (29,918) (911) 30,829
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8. OTHER OPERATING EXPENDITURE

2009-10
£000
(185) (Gains)/Losses on disposal of non current assets

(185) Total

9. FINANCING AND INVESTMENT INCOME AND EXPENDITURE

2009-10
£000

825 Interest payable and similar charges

Pensions interest cost and exp return on
35,265 pension assets
(70) Interest receivable and si me

(338) Other investment inc

35,682 Total

10. TAXATION AND NON-SPE

2009-10
£000

(2,668) C

(106,159) Tqt

2010-11
£000
(68)

(68)

2010-11
£000
784

41,565
(86)
(291)

41,972

2010-11
£000
(95,293)
(3,069)

(98,362)
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11. PROPERTY, PLANT AND EQUIPMENT

(a) Movement on Balances

Vehicles, Plant Assets Under Total Property,

Other Land and Construction Plant and
Movements During 2010-11 and Buildings Equipment Equipment
£000 £000 £000 £000
Cost or Valuation
At 1 April 2010 32,892 11,264 1,376 45,532
Additions 912 1,062 727 2,701
Transfer Across Forces - 7 260 267
Donations - 3 - 3
Revaluation increases/(decreases)
recognised in the Revaluation Reserve 49 - - 49
Revaluation increases/(decreases)
recognised in the Surplus/Deficit on the
Provision of Services 9 - - 9
Derecognition — disposals - (971) - (971)
Derecognition — other ﬂ g (899) - (899)
Assets reclassified (to)/from Held for Sale (8D) - - (80)
Other movement in costs or valuation 705 (705) -
At 31 March 2011 | 33,782 11,171 1,658 46,611
Accumulated Depreciation & Impairrfient
At 1 April 2010 9p2 7,348 - 8,310
Depreciation charge 6 1,908 - 2,844
Impairment losses/(reversals}fecoghised
the Surplus/Deficit on the Provision df
Services (1) - - (1
Derecognition — disposals - (861) - (861)
Derecognition — other - (896) - (896)
At 31 March 2011 V[ [ V1,897 7,499 - 9,396
Net Book Value
At 31 March 2011 31,885 3,672 1,658 37,215
At 31 March 2010 31,930 3,916 1,376 37,222
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Vehicles, Plant Assets Under Total Property,

Other Land and Construction Plant and
Movements During 2009-10 and Buildings Equipment Equipment
£000 £000 £000 £000
Cost or Valuation
At 1 April 2009 32,081 13,409 1,313 46,803
Additions 914 588 961 2,463
Transfer Across Forces - 56 48 104
Donations - 29 - 29
Derecognition — disposals (3) (856) - (859)
Derecognition — other - (2,791) - (2,791)
Assets reclassified (to)/from Held for Sale (130) - - (130)
Other movement in costs or valuation 30 829 (946) (87)
At 31 March 2010 . 32,892 /11,264 1,376 45,532
Accumulated Depreciation & Impairment
At 1 April 2009 15 8,759 - 8,774
Depreciation charge 9 2121 - 3,069
Derecognition — disposals - (748) - (748)
Derecognition — other - (2,784) - (2,784)
Eliminated on reclassification to Assets /1
Held for Sale (1) - - (1)
At 31 March 2010 i 9 7,348 - 8,310
Net Book Value /
At 31 March 2010 31,92 3,916 1,376 37,222
At 31 March 2009 34,066 4,650 1,313 38,029
V

(b) Capital Commitments

At 31 March 2011, ds “committed to a number of contracts for the
construction or enhg Property, Plant and Equipment with future costs

March 2010 which amdunfed ko £0.497m.

(c) Revaluations

The Force carries out a rolling programme of property valuations. This is to ensure that
all property that is measured at fair vaiue is re-valued at least every five years. The
most recent programme of valuations was carried out by Atisreal Limited (Chartered
Surveyors) for all properties owned by the Force at 31 March 2009. The valuations
were carried out in accordance with the methodologies and bases for estimation set out
in the professional standards of the Royal Institution of Chartered Surveyors.

The following table shows the changes in valuation across the different categories of
property spanning a period of 5 years.
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Total Property,

Other Land Vehicles, Plant Assets Under Plant and
and Buildings  and Equipment Construction Equipment
£000s £000s £000s £000s

Carried at historical cost 1,984 11,171 1,658 14,655
Valued at fair value as
at:
31 March 2011 - - - -
31 March 2010 - - - -
31 March 2009 31,798 - - 31,956
31 March 2008 - - - -
31 March 2007 - /l - - -
Total Cost or Valuation 33,782 /11,171 1,658 46,611

12. INVESTMENT PROPERTIES

iture [have been accounted for in the

The following items of income and expe
Comprehensive Income and Exp Stateme
2009-10
£000
(382) Ren tment|properties
Dir pg associated with
44 invesifent properties
(338) Ne i

investment property
proceeds of disposal. :
or develop investment prgpe

The following table
over the year

31 March 2010
£000
3,310 Opening Balance

15 Transfer from Property, Plant and Equipment

3,325 Closing Balance

2010-11
£000
(414)

123
(291)

prce has no contractual obligations to purchase, construct

Amarises the movement in the fair value of investment properties

31 March 2011
£000
3,325

3,325
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13. INTANGIBLE ASSETS

The Force 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 intangible assets include both
purchased licenses and software. The Force does not have any internally generated

software.

All software is given a finite useful life, based on assessments of the period that the
software is expected to be of use to the Force. The useful lives assigned to the major

software suites used by the Force are:

Purchased Software & Licenses
Other Purchased Software &

Licenses

National Infrastructure Project

2009-10
£000

819
(344)

475

63
12
72
(249)

373

946
(573)

COmprising:
Gross carrying amounts
Accumulated amortisation

373

he year is as follows:

2010-11
£000

946
(573)

373

147
2

(224;

298

1,095
(797)

298
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13. SHARED ASSETS

There are a number of national ICT systems, which are currently in development. The
accounting treatment for spend and associated funding on national projects (treated as
Non-current Assets) has recently changed. Each Scottish Police Force is required to
include a share of the written down cost on their respective balance sheet. Grampian
Police's share of these national assets was calculated on the basis of the funding
allocation for Police Grant (which equates to 9.82% of the total). Consequently, an
adjustment has been made to the Force's balance sheet to reflect the carrying value of
the national shared asset.

The following tables provide a breakdown of the carpying value for each of the national
assets on the Force's Balance Sheet.

a) Intangible Assets
National CN m- r; d Vulnerg Information National
Infrastructure Cantrol Pefsons Management  Platform Total
System : System Project
yste
£000 000 £000 £000 £000
Cost
As at 1 April 2010 ﬁ7 ! . ; 87
Transfer from/(to)Forces /\ 2 - - - - 2
As at 31 March 2011 ’ A \ Vss;/ / - - - - 89

As at 31 March 2011

Amortisation
As at 1 April 2010 3 - - - - 34
Amortisation - 22 - - - - 22

Net Book Value /
As at 31 March 2011 33 - - - - 33

As at 31 March 2010 53 - - - - 53
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b) Property, Plant and Equipment

. National .
National Vulnerable Information .
Infrastructure iog‘ mand Persons Management gla ttlfonal Total
System ontrol System System attorm
System
£000 £000 £000 £000 £000 £000
Cost
As at 1 April 2010 469 233 18 28 392 1,140
Additions - - - - 7 7
Transfer from /(to)Forces 7 240 - 19 - 266
As at 31 March 2011 476 473 /fb 47 399 1,413
Depreciation
As at 1 April 2010 214 /I - - - 214
Depreciation 117 4 y - - 2 119
174
As at 31 March 2011 331 , - / - - 2 333

Net Book Value
As at 31 March 2011 145

18 28 392 926

L’ 18 a7 397 1,080
As at 31 March 2010 45\ / ﬂ 3/

15. CAPITAL EXPEND L FINANCING

The total amount of Encurred during 2010-11 is shown in the table
below, together with t : hat have been used to finance it. Where capital
expenditure is to belfi ure years by charges to revenue, the expenditure

apital Financing Requirement (CFR). The capital

expenditure and financng ell as the CFR is analysed in the following table.
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2009-10 2010-11
£000 £000
8,532 Opening Capital Financing Requirement 7,880
Capital investment.:-
2,463 Property, Plant and Equipment 2,701
63 Intangible Assets 147

Sources of finance:-

Capital receipts from the sale of property, plant and
(2) equipment, investment property and i gible assets (51)

(1,911) Local Authorities — capital grants gnd otier contributions (2,504)
Scottish Government — specifje italfgrants and other
(476) contributions (280)
(137) Other grants (13)
Sums set aside from revenue
(652) Loans fund pringipa (626)
7,880 Closing Capital Fi equirement 7,254
Explanatio
Repay ' ing (Supported by government
(652) financial pgsi S (626)
(652) Decreas apital Findncing Requirement (626)
16. FINANCIAL INST
The Force has adopte disclosure requirements prescribed by the Code. These are

based upon the requifemgnts of IAS 32 Financial Instruments: Presentation.

A financial instrument’is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another. The term *financial instrument' covers both
financial assets and liabilities such as trade receivables and trade payables as well as the
most complex ones such as derivatives and embedded derivatives. Typical financial
instruments include financial liabilities (trade payables and other payables; borrowings and
financial guarantees); and financial assets (bank deposits; trade receivables; loans
receivable; other receivables and advances as well as investments).

The financial instruments will be valued initially at their fair value and thereafter will be
carried on the balance sheet at their amortised cost. The fair value is the amount for which
an asset could be exchanged.
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Categories of Financial Instruments

The following categories of financial instruments are carried in the Balance Sheet.

Long term Short term
As at As at As at As at
31 March 2010 31 March 2011 31 March 2010 31 March 2011

£000 £000 £000 £000
Borrowings -
Financial liabilities
at amortised cost (8,124) (8,124) (13,026) (13,624)
Total Borrowings (8,124) (8,124) 1 (13,026) (13,624)
Investments -
Loans and
receivables 5 19,995 22,191
Total Investments 5 / 19,995 22,191

c
ulated using the effective interest rate method.

tant je

nents are considered over the longer
tive interest rate over the life of the

sh paid or received (both interest and principal).

value, the Code requi es discetosure of their fair value.
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Income, Expense, Gains and Losses

2009-10 2010-11
0 c 0N C
" £ 2 5
S P pe E8 S @ Bne F8
Sz B 29 859 2.8 3% 2% S=2
888 2 5 23S 888 2_o 25 33
08 wW5s wLe &SE 08 5o wme &SP
o582 ©,8 ©C8& gLs °382 ©,8 TE oL.s
catE c22 c8 5T = = cat c2.z2 c D m = =
832 €88 &g gLtp® § | 882 2§3 8T gis 8
CEs L399 X <B4 2 CEG L9e ZIX& <L&a P
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Interest Expense 825 - - - 825 784 - - - 784
Losses on
derecognition B " - - 1 - 1 - - 1
Impairment R
losses ) (3) ) - @) ) 84 ) &
lT 784 85 - - 869
)] - (86) - - (86)

Total income in
Surplus or

Deficit on the - (@ - - (70) . (86) . . (86)
Provision of
Services /-\ () J

/]
Total expense
in Surplus or
Deficit on the 825 8 -
Provision of
Services ﬂ
Interest Income - (70) - -

e ol UV 8w

term debtors and [credi are carried in the Balance Sheet at amortised cost. Their
fair value can be by calculating the present value of the cash flows that will
take place ove remaining term of the instruments, using the following
assumptions:

For Public Works Loans Board (PWLB) debt, the premature repayment rate is
used to calculate the discounted value on the premise that there is no opportunity
to exit the loan other than to accept the repayment terms offered by PWLB.

For other market debt and investments the discount rate used is the rate available
for an instrument with the same terms from a comparable lender.

Interpolation techniques have been used between available rates where the exact
maturity period was not available.

No early repayment or impairment is recognised.

Fair values have been calculated for all major financial instruments in the portfolio.

The fair value of trade and other receivables is taken to be the invoiced or billed
amount.
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The fair values calculated are as follows:

As at 31 Mar 2010

As at 31 Mar 2011

Carrying Fair Value Carrying Fair Value
Amount Amount
£000's £000's £000's £000's

Financial liabilities
Creditors (11,323) (11,325) (13,624) (13,624)
Bank Overdraft (341) (341) (188) (188)
Long-term creditors
PWLB Loan — maturity (8,124) 59) (8,124) (11,779)

The fair value of the liabilities is higher t
portfolio of loans includes a number of

arrying amount because the Force's
loans with the PWLB, where the
g rates at the Balance Sheet date.
omic conditions at 31 March 2011)
B above current market rates.

3 0 As at 31 Mar 2011
. Carrying .
Fair Value Amount Fair Value
£000's £000's £000's

Loans and receival

Deposits with bank 47 47 34 34
Debtors 5,295 5,295 5,421 5,421
Short Term Investme 14,700 14,700 16,770 16,770
Long-term debtors 5 5 1 1

Where possible, the Force invests surplus cash balances with Aberdeen City
Council's Loans Fund, in order to maximise the return. These investments are short
term, and allow instant access to balances held, but the notional amount will not
reduce below that invested. The key risk for the Force is that returns on such
investments may be minimal. Consequently, the fair value equates to the carrying
value of the investments held on the Balance Sheet at 31 March 2011.

Short term debtors and creditors are carried at cost as this is a fair approximation of
their value.
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17. INVENTORIES

Opening balance
Purchases

Utilised stock items
Closing balance

18. DEBTORS

31 March 2010
£000
3,303
1,207
10
775

Cleaning &
Medical
2 =
oy S
() ~—
(=] o
N N
£000 £000
4 2
10 48

Vehicle Parts Total
o - o -
Ny v iy v
o o o o
Qo ~ (@] -—
o o S o
N N (o] N

£000 £000 £000 £000
26 27 146 224
145 164 670 723
(144) (164) (592) (732)

Uniforms Stationery
2 = 2 =
o = o) =
o - o —
o (=] (=] o
N N N N

£000 £000 £000 £000

110 189 6 6
275 231 240 280

(196) (241) (240) (281)

189 179 6 5

(12) 4 (46)
4 4

27 27 224 215

5,295

account of cheques |a
presented or drawn ffo
ensure that best use|is

31 March 2010
£000

18 Cash held by the Force

(312)

Bank accounts

14,700 Short term investments

14,406 Total

/

31 March 2011
£000
3,566
1,591
3
261

5,421

31 March 2011
£000
34
(188)
16,770

16,616
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20. ASSETS HELD FOR SALE

31 March 2010 31 March 2011
£000 £000
610 Opening Balance 129
Assets newly re-classified as Held for Sale:
129 Property, Plant & Equipment 80
Revaluation gains 2
(610) Assets sold -
129 Total 211

21. CREDITORS

31 March 2010 31 March 2011

£000 £000
1,071 4,853
2,962 1,544
2,059 565
2 g functions 1
6,932 6,661
13,026 13,624
22. PROVISIONS
During the financial year /2009 e Force set aside a provision of £410,000 to cover
the anticipated costs|aggo ith the voluntary redundancy/early retirement scheme

2009-10 2010-11
£000 £000
- Balance at 1 April (410)
- Amounts utilised in year 410
(410) Amounts provided for in year , (1,421)
(410) Balance at 31 March (1,421)
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23. USABLE RESERVES

Movements in the Force's usable reserves are detailed in the Movement in Reserves

Statement.

24. UNUSABLE RESERVES

31 March 2010
£000
(2,397)
(30,773)
702,149
37,830

706,809

31 March 2011

£000
Revaluation Reserve (2,376)
Capital Adjustment Account (31,420)
Pension Reserve 680,188
Employee Statutory Adjust ount 30,127
Total Unusable Reservg 676,519

Details relating to the individual reservesiare pfovided within the following notes.
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Revaluation Reserve

The Revaluation Reserve contains the gains made by the Force arising from increases in
the value of its Property, Plant and Equipment. The balance is reduced when assets with
accumulated gains are:

o Re-valued downwards or impaired and the gains are lost;

. used in the provision of services and the gains are consumed through
depreciation, or

o disposed of and the gains are realised.

ated since 1 April 2007, the date
arising before that date were
{ Account.

The reserve contains only revaluation gains accumu
that the reserve was created. Accumulated ge
consolidated into the balance on the Capital Adjus

2009-10 2010-11 2010-11
£000 £000 £000
(2,467) Balance at 1 April (2,397)
- Upward revaluation of gss (49)
Surplus or deficit or revalyat
assets not posted to ,
- Provision of ice (49) (49)
Difference betweke 3 recia
70 historical gost depreciati 70
Amount wyitt ‘ d C3 -
70  Account 70
2,397 Balance at : (2,376)

The Capital Adjustment Account absorbs the timing differences arising from the different
arrangements for ac¢ounting for the consumption of non-current assets and for financing
the acquisition, constfuction or enhancement of those assets under statutory provisions.
The Account is debited with the cost of acquisition, construction or 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 Force as finance for the costs of acquisition,
construction and enhancement.

The Account contains accumulated gains and losses on Investment Properties and gains
recognised on donated assets that have yet to be consumed by the Force.

The Account also contains revaluation gains accumulated on Property, Plant and
Equipment before 1 April 2007, the date that the Revaluation Reserve was created to
hold such gains.
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2009-10 2010-11 2010-11
£000 £000 £000 Notes
(31,427) Balance at 1 April (30,773)

Reversal of items relating to capital
expenditure debited or credited to the
Comprehensive Income and Expenditure

Statement:
Charges for depreciation and impairment of non-
3,069 current assets 2,833
249 Amortisation of intangible assets 224

Amounts of non-current assets written off on
disposal or sale as part of the gain/loss on
disposal to the Comprehensive Income and
728 Expenditure Statement
Adjusting amounts written out of the Revaluatigr
(70) Reserve
Net written out amount of the cast of non-e
(27,451) assets consumed in the year
Capital financing applied in the yedr:
Use of the Capital Receipts Reserve {o firfancg
(2) new capital expenditure
Capital grants and contributions cfed|tef tq the
Comprehensive Income 2

112

(70)

3,099

(81)

(2,668) financing (3,069)

Statutory provision for the finanging of capital

(652) investment ch4 dains energl Fung 626

3,746)

(30,773) Balance af 31 March (31,420)

Pension Reserve

The Pensions Reseg S the timing difference arising from the different
arrangements for ac
accordance with statutory/prévisions. The Force accounts for post employment benefits
in the Comprehensive Income and Expenditure Statement as the benefits are earned by
employees accruing ygars of service, updating the liabilities recognised to reflect inflation,
changing assumptions and investment returns on any resources set aside to meet the
costs. However, statutory arrangements require benefits earned to be financed as the
Force makes employer's contributions to pension 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 Force has set aside to meet them. The statutory arrangements will
ensure that funding will have been set aside by the time the benefits come to be paid.
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2009-10 2010-11
£000 £000
474,146 Balance at 1 April 702,149
200,788 Actuarial gains or losses on pensions assets and liabilities (1,525)
44,617 Reversal of items relating to retirement benefits debited or (1,505)

credited to the Surplus or Deficit on the Provision of Services
in the Comprehensive Income and Expenditure Statement

(17,402) Employer's pensions contributions and direct payments to (18,931)
pensioners payable in the year

702,149 Balance at 31 March 680,188

Employee Statutory Adjustment Account

bs the differences that would
for future payments of ill health
benefits to retired Police Officers (not treateg sionable benefits) and compensated

The Employee Statutory Adjustment Account

(a) Injury Awards

able benefits to Police Officers that
as been identified through actuarial
fn the Force's Balance Sheet.

The Force is liable for the pg
have retired through ill hea

2009-10 2010-11
£000 £000
22,313 35,638
11,311 B¢ (7,640)
2,392 itemq relatingitoretirement benefits debited or 913

(378) pOntriyttions and direct payments to pensioners (507)
payable in the year

35,638 Balance at 33 March 28,404

(b) Accumulated Absences Account

The Accumulated Absences Account absorbs the differences that would otherwise arise
on the General Fund from accruing for compensated absences earned but not taken in
the year, e.g. annual leave entitlement carried forward at 31 March.

The Force operates with a leave entitiement spanning the calendar year rather than the
financial year. Consequently, an analysis is undertaken of the proportion of leave taken
during the latter 3 months of the financial year, in order to determine the cost of annual
leave that is treated as a potential liability or asset at the year end.
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2009-10
£000

1,316

(1,316)

2,192
876

2,192

25.CASH FLOW STATEMENT - OPERATING 4

The cash flows for operating activities i

2009-10
£000

(123) Interest rece

26. CASHFLOW STATEME

2009-10
£000

(2,

2010-11
£000
Balance at 1 April
Settlement or cancellation of accrual made at the (2,192)
end of the preceding year

Amounts accrued at the end of the current year 1,723

Amount by which employee remuneration charged
to the Comprehensive Income and Expenditure
Statement on an accruals basis is different from
remuneration chargeable in the year in
accordance with statutory requirements
Balance at 31 March

IES

825 Interest pé

property and intangible assets

: rom the sale of property, plant and
gquipment, investment property and intangible
gssets

223) er receipts from investing activities

(351) Net cash flows from investing activities

27.CASHFLOW STATEMENT - FINANCING ACTIVITIES

2009-10
£000

(

652) Other receipts from financing activities
321 Repayment of short- and long-term borrowing

(

331) Net cash flows from financing activities

e following items:

2010-11
£000 Notes

2,192

(469)

1,723

2010-11
£000

(82)

791

2010-11
£000
3,592

(180)

(3,037)

375

2010-11
£000

(626)

321

(305)
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28. AMOUNTS REPORTED FOR RESOURCE ALLOCATION

Revenue Budget Monitoring Report

Employee Costs
Police Officers (incl Overtime)
Police Staff (incl Overtime)
Recruitment and Relocation Costs

Sub-total
Police Officer Pensions
Notional Pension Costs
Injury Awards
Il Health Awards
Sub-total
Property Costs
Rent and R
Sub-total
O her Travelling Expenses
Sub-total

Operatlonal Equipment and Materials
Operational Supplies and Services
Uniforms and Clothing
Computer Maintenance and Software
Computer Networks and Telephony
Radio Communications
Catering
Conferences and Subsistence
Printing, Stationery and Postages
Insurances
Advertising
Other Administration Costs

Sub-total

2010-11 2010-11
Budget Actual
£000 £000
66,806 65,074
23,575 23,735
89 92
90,470 88,901
13,555 13,564
400 394
385 403
14,340 14,361
2,324 2,273
21 20
682 744
1,027 1,162
4,054 4,199
290 301
807 840
309 312
279 253
490 453
2,175 2,159
619 693
2,944 2,760
289 276
1,225 1,010
822 955
5 5
156 157
394 304
520 459
395 411
76 66
324 348
7,769 7,444
2010-11 2010-11
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Payments to Agencies and Other Bodies
Council Support Services
Other Agencies
Sub-total

Statutory Financing Charges
Supported Loan Charges — Interest
Supported Loan Charges — Loan
Repayment
ub-total

Gross Expenditure

Income
Recharges for Seryict

Sales, Fee P ty

Sub-total

Total Net Expend

Grant Funding

oan Charge Support

LX Loan Charge Support

SG Specific Grant (100% Funded)

SG Specific Grant (Part Funded)

Sub-total

Operational Underspend

Budget Actual

£000 £000
286 176
864 955
1,150 1,131
784 784
626 626
1,410 1,410
121,368 119,605
(1,155) (1,115)
(1,567) (1,648)
(393) (496)
(18) (41)
(813) (887)
(1,075) (1,025)
(577) (669)
(72) (87)
(5,670) (5,968)
115,698 113,637
(48,042) (48,042)
(45,841)  (45,841)
(719) (719)
(691) (691)
(20,350)  (20,602)
(55) (58)
(115,698) (115,953)
0 (2,316)
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2010-11
£000
Operational Underspend (2,316)
Reconciling Adjustments
IAS 19 Pension Adjustments (20,030)
Movement in Short Term Absences (469)
Transfer of Earmarked Reserves to Pensions 2,505
Depreciation of Non-Current Assets 2,844
Amortisation of Intangibles 224
Impairment on Non-Current Assets (11)
Gains on Disposal of Non-Current Assets (68)
Statutory Provision for the financing of tal irfvestment
(through Movement in Reserves) (626)
Capital Income Grants (3,069)
Surplus on Provision of Servi (21,016)
29. AGENCY SERVICES 2
Under various statutgry po Bo mé agree to work with other Boards,
Local Authorities and| Govern to progress various schemes. The main
items of Agency inco i re as follows:
2009-10 2010-11
£000 £000
734 gnts/to Agencies and other bodies 955
271 orifs under Service Level Agreements 176
1,005 1,131
2,292 Income from staff secondments 1,648

Scottish Police Services Authority

The SPSA was fully brought into operation on 1 April 2007, when it acquired full statutory
powers, duties and functions. In the first instance, the Forensic Service passed from the
Force to SPSA, and from 1 April 2007 the SPSA became responsible for providing
related services to all Scottish Police Forces. On 1 April 2008 the ICT function
transferred from Forces to SPSA and thereafter all ICT development, provision,
maintenance and support was carried out by SPSA.

All of the Forces agreed to a budget transfer in line with the amounts of spend being
incurred. Whilst the costs associated with the provision of Forensic services are borne by
SPSA directly with no recharge to the Force, a different approach has been adopted for
the purchase of ICT goods and services. Prior to the introduction of the Agency
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Agreement, SPSA purchased goods and services for each Force, with the suppliers
invoicing the Force directly. The Agency Agreement allows SPSA to now purchase the
ICT goods and services but also pay the supplier and recover the corresponding
amounts from the Force. Thereafter, the Force will draw down an equivalent amount from
the Scottish Government.

There is no expenditure relating to Forensic Services included within the Force's 2010-11
Statement of Accounts. The ICT revenue costs incurred during 2010-11 in conjunction
with SPSA and funded from the Scottish Government, amounted to £1.823m (2009-10:
£1.911m). This includes elements of spend associated with the running costs of SPSA.
The total capital spend amounted to £0.230m (2009-10; £0.246m). The ICT revenue and
capital expenditure, as well as the corresponding/grant funding from the Scottish
Government appears in the 2010-11 Statement of XCcounts.

30. MEMBERS ALLOWANCES

The table below shows the amountg thafl were pdid to Members of the Board. This
includes the recharge from the Constituent Xuthdrities for the recovery of salary costs
for the Convenor and Vice Conyénor/of the Bogrd

) 2010-10

3 »
8 S 2 g 5
2 3 < g K
£000 £000 £000 £000 £000
Aberdeen City
Council 15 16 ) ) 16
Aberdeenshi
Council e 1" 6 ) ) 6
Moray Councit - - - 1
26 22 - 1 23
31. EXTERNAL AUDIT COSTS
2009-10 2010-11
£000 £000
7 Notified fixed charge 6
37 Supplementary agreed charge 39
44 Total 45
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32. GRANT INCOME

The Force receives non-specific core funding from the Scottish Government, referred to
as Police Grant. The Force also receives funding towards external loan charges
(including an amount for principal loan repayments, as well as interest charges). The
amount receivable from the Scottish Government equates to 51% of the total agreed
funding allocation.

2009-10 2010-11
£000 £000
51,858 Police specific grant 48,042

754 Loan charges support 719

52,612 Total 48,761

The Force also benefited from additional graptfu
and these are detailed in the table below.

f| for a number of different activities

2009-10 2010-11
£000 £000
156 Port Policing -
126 1 154
154 170
1,911 1,822
69 35
2,524 2,848
783 -
800 -
- 13,733
- 407
55 . 277
629 Counter Terrorism Additional Staff 1,172
44 Roljce Custody Security Officers -
18 Adult Support and Protection 42
7,269 Total 20,660

33. RELATED PARTIES

The Board is made up of Councillors from each of the 3 Constituent Authorities. The
funding for the Force and the subsequent charge upon the three Constituent Authorities
is agreed by the Board prior to the start of the financial year. The requisitions detailed
below provide for revenue grant funding and support for loan charges.

2009-10 2010-11
£000 £000
24,253 Aberdeen City Council 22,169
18,326 Aberdeenshire Council 16,772
8,300 Moray Council 7,591
50,879 Total 46,532
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34. LEASES
Force as Lessee

There are a number of assets which are provided to the Force through operating leases.
The minimum lease payments due under non-cancellable leases in future years are
shown in the table below.

2009-10 2010-11
Land & Land &
Buildings Vehicles Total Buildings  Vehicles Total

£000 £000 £000 £000 £000 £000
819 65 884 Not later than one yg 795 92 887
2,205 76 2,371 " 2,636 88 2724
5,750 0 5,750 5,346 - 5,346
8,864 141 9,005 8,777 180 8,957
The expenditure charged in the Comp| ‘ Income and Expenditure Statement
during the year in relation to these le njin the table below.
2009-10 2010-11
Land & Land &
Buildings Vehicles Tot Buildings  Vehicles Total
£000 £000 0 £000 £000 £000
693 106 820 110 930
(281) (42) ( (282) (45) (327)
412 64 | _A76] 538 65 603
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Force as Lessor

The Force leases out a number of properties in order to generate income and maximise
the economic benefit of the assets. All of the agreements are treated as operating leases.

The future minimum lease payments receivable under non-cancellable leases in future
years are shown in the table below.

31 March 2010 31 March 2011
£000 £000
363 Not later than one year 391
Later than one year ang r than
1,322 five years 1,142
261 Beyond five years 282
1,946 Total 1,815
The minimum lease payments receiyable |de clude rents that are contingent on
events taking place after the lease was ¢ into, such as adjustments following rent
reviews.
35. TERMINATION BENEFI
The Force has imple ment/voluntary redundancy scheme for Police
Staff. This is the third e scheme has operated, with the intention of
generating cost savi edium term. The total cost associated with the
termination of contract ¢’scheme was £2.383m in 2010-11 and involved 71
Police Staff. This co itty’£1.509m that was expended during 2009-10 involving

33 Police Staff.

36. PENSION COSTS

As part of the terms and conditions of employment of Police Officers and Police Staff, the
Force will make a commitment to pay post employment benefits. Although these benefits
will not actually be payable until employees retire, the Force is required to disclose a
breakdown of the future costs that are expected to arise as a result of offering these post
employment benefits.
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The Force participates in two pension schemes:

. The Local Government Pension Scheme (LGPS) for Police Staff, administered by
the North East of Scotland Pension Fund — this is a funded scheme, meaning that
both the Force and employees make payments into a fund, calculated at a level
intended to balance the pension liabilities with investment assets.

o The Police Pension Scheme for Police Officers — this is an unfunded scheme,
meaning that there are no investment assets built up to meet the pensions
liabilities, and cash has to be generated to meet actual pensions payments as
they eventually fall due.

The Force recognises the cost of retirement benefits £in the Cost of Services) when they
are earned by employees, rather than when the beriefits are eventually paid as pensions.

General Fund via the Movement in Reserve ! nt. The following transactions have
been posted to the Comprehensive Ince nditure Statement and the General

al Government Local Government
sion Scheme Pension Scheme
nged Benefits Total Benefits
2010-11 2009-10 2010-11
£000 £000 £000 £000

Comprehensive Income and £
Statement
Cost of Services:
s current service cost 1,796 2,948
e past service costs (34) 15 (5,637)
e settlements and curtajl 428 616 758 925
Financing and Investment Injgo
Expenditure
o interest cost 11 30 3,343 4,304
e expected return on sgheéme assets (2,014) (3,243)
Total Post Employment Benefit Charged to the 439 612 3,898 (703)
Surplus or Deficit on the Provision of Services
Other Post Employment Benefit Charged to the
Comprehensive Income and  Expenditure
Statement
¢ actuarial gains and losses 42 14 10,938 1,766
Total Post Employment Benefit Charged fo the 481 626 14,836 1,063
Comprehensive  Income  and  Expenditure
Statement
Movement in Reserves Statement
¢ reversal of net charges made to the Surplus or (348) (507) (585) 3,748

Deficit for the Provision of Services for post

employment benefits in accordance with the

Code
Actual amount charged against the General Fund
Balance for pensions in the year:
e employers' contributions payable to scheme 91 105 3,313 3,045
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Assets and Liabilities in Relation to Post Employment Benefits

Reconciliation of present value of the scheme liabilities:

Local Government
Pension Scheme
Unfunded Benefits

Local Government
Pension Scheme
Total Benefits

2009-10 2010-11 2009-10 2010-11
£000 £000 £000 £000
1 April 196 586 45,766 73,616
Current service cost 0 1,796 2,948
Past service costs (34) 15 (5,637)
Curtailments 8 616 758 925
Settlements 0 0 0 0
Interest cost 11 30 3,343 4,304
Actuarial gains and losses 2 14 21,104 3,538
Contributions by scheme participants 0 0 925 932
Benefits paid (91 (105) (91) (105)
31 March [ | 1 586 1,107 73,616 80,521

Reconciliation of fair value of thé

Local Government
Pensjon Scheme
Unfunded Benefits

Local Government
Pension Scheme
Total Benefits

2009-10 2010-11 2009-10 2010-11
£000 £000 £000 £000
1 April 0 0 29,919 46,246
Expected rate of return 0 0 2,014 3,243
Curtailments/Settlements 0 0 0 0
Actuarial gains and losses 0 0 10,166 1,772
Employer contributions 91 105 3,313 3,045
Contributions by scheme 0 0 925 932
Benefits paid (91) (105) (91) (105)
31 March 0 46,246 55,133

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

The actual return on scheme assets in financial year 2010-11 was £5.015m (2009-10:
£12.180m).
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Police Pension Scheme

Comprehensive Income and Expenditure
Statement
Cost of Services:

e current service cost

e past service costs

» settlements and curtailments
Financing and Investment Income and
Expenditure

¢ interest cost
s expected return on scheme assets

Total Post Employment Benefit Charged to the

Surplus or Deficit on the Provision of Services

Other Post Employment Benefit Charged to

Comprehensive  Income and  Expenditute

Statement

¢ actuarial gains and losses
Total Post Employment Benefit
Comprehensive  Income  and
Statement

Movement in Reserves Sts
. reversal of net charge mad

Police Pension Scheme
2009-10 2010-11

£000 £000
8,382 15,567
0 (54,822

0 0
32,837 38,453

bﬂ% (802)

9,[ (3,291)
0J5

ha/ (23 79 (4,093)

4
(26,630) 16,668
14,089 15,866

Liabilities in Relation to Post Employment Benefits

Reconciliation of pregent value of the scheme liabilities:

1 April

Current service cost

Past service costs

Curtailments

Settlements

Interest cost

Actuarial gains and losses
Contributions by scheme participants
Benefits paid

31 March

Police Pension Scheme
2009-10 2010-11

£000 £000
458,299 674,779
8,382 15,567
0 (54,822)
0 0
0 0
32,337 38,453
189,850 (3,291)
5,583 5,763

(19,672)  (21,649)
674,779 654,800
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The Police Pension Scheme is unfunded and therefore does not have any scheme
assets.

Scheme history

2006-07 2007-08 2008-09  2009-10 2010-11

£000 £000 £000 £000 £000
Present value of liabilities:
Local Government Pension Scheme (53,418) (57,088) (45,766) (73,616) (80,521)
Police Pension Scheme (512,019) (557,741) (458,299) (674,779) (654,800)
Fair value of assets: 40,399 40 48 29,919 46,246 55,133
Local Government Pension Scheme
Total Scheme (Deficit) (525,038) (574,3811) (474,146) (702,149) (680,188)

The liabilities show the underlying commitmgnts that the Force has in the long run to pay
retirement benefits. The total liability of £735 substantial impact on the net worth
of the Force as recorded in the Balance|Sheet,| leéss assets of £55m, resulting in a
negative overall balance of £680m.
However, statutory arrangem nding the deficit means that the financial position
of the Board remains healthy;

e The deficit on (the log e will be made good by increased
contributions oper. t ini ing life of employees, as assessed by the
scheme actuary.

¢ Finance is onl police pensions when the pensions are due for

payment.
Basis for Estimating

éd on an actuarial basis using the projected unit method, and
an estimate of the| pensions that will be payable in future years dependent on
assumptions about the
Local Government Pension Fund liabilities have been assessed by Mercer Limited, an
independent firm of actuaries, with estimates for the Aberdeen City Council Pension
Fund being based on the latest valuation of the scheme as at 31 March 2011. This was a
full actuarial valuation.
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The main assumptions used in their calculations include:

Local Government Pension

Police Pension

Scheme Scheme
2009-10 2010-11 2009-10 2010-11
% % % %
Long term expected rate of return on
assets in the scheme
Equity Investments 7.5 7.5 - -
Government Bonds 4.5 4.4 - -
Other Bonds 5.2 5.1 - -
Property 6.5 6.5 - -
Cash/Current Assets 0.5 0.5 - -
Longevity at 65 for current pensioners
Men 22.2
Women A 24.2
Longevity at 60 for current pensioners
Men 26.0 26.8
Women 28.9 29.1
Longevity at 65 for future pension
Men 231 23.2
Women 25.0 25.1
Longevity at 60 for futufe pensioner§
Men 27.0 28.4
Women 29.9 30.7
Rate of inflation (RPI) 3.5 3.5 3.5 3.5
Rate of inflation (CPI) 3.0 3.5 3.0
Rate of increase in sal 5.25 5.25 5.25 4.75
Rate of increase in pe 3.5 3.5 3.5 3.0
Rate for discounting scheme liabilities 5.7 5.6 5.7 55
Take-up of options to convert annual
pension into retirement grant 50 50 Nil Nil

The pension liabilities are expressed in present value terms rather than the cash amount
that will eventually be paid out in order to allow for the ‘time value of money’. This is
undertaken by discounting these future cash amounts by use of a corporate bond rate.

The Police Pension Scheme has no assets to cover its liabilities. Assets in the Aberdeen
City Council Pension Fund are valued at fair value, principally market value for
investments, totalling £2,207m for the Fund as a whole at 31 March 2011 (£1,966m at

31 March 2010).
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The Fund is made up of the following assets:

31 Mar 2009 31 Mar 2010 31 Mar 2011
% of fund % of fund % of fund
Equities 67.0 74.0 79.6
Government Bonds 2.0 4.5 4.8
Other Bonds 9.0 45 3.0
Property 7.0 9.0 5.6
Cash/Current Assets 10.0 3.0 2.7
Other 5.0 5.0 4.3
Total 100.0 100.0 100.0

Actuarial (Gains) and Losses

The actuarial (gains)/losses identified as
analysed into the following categories,
percentage of assets or liabilities at the

iIs on the Pension Reserve can be

Police Staff
2006407 - 2008-09 2009-10 2010-11
£m % £m % £m %
Differences between ((0.03) 10 54.0 1017 22,0 1.77 32
the expected and
actual return on
assets
Differences between .0 00 210 46 (21.10) 287 0 0
actuarial assumptions
about liabilities and
actual experience
18.20 (10.93) 1.77
Police Officers
2006-07 2007-08 2008-09 2009-10 2010/11
£m % £m % £m % £m % £m %
Differences between  (0.00) 0.0 (1.50) 03 0.00 0.00 0.00 0.00 451 0.8
actuarial assumptions
about liabilities and
actual experience
{0.00) (1.50) 0.00 0.00 4,51
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37. INJURY AWARDS

There are former Police Officers who have been injured through the course of their
employment and subsequently retired from the Force. Where this occurs the Force may
agree to make a termination benefit payable to the retired Police Officer on a monthly
basis. This is not considered to be a pension benefit and therefore is accounted for
separately from the pension costs and liabilities.

The following transactions have been posted to the Comprehensive Income and
Expenditure Statement and the General Fund Balance via the Movement in Reserves
Statement.

2010-11
£000
Comprehensive Income and Expenditure

Statement
Cost of Services:

1,204
(2,342)
0

e current service cost
e past service costs
¢ settlements and curtailments
Financing and Investment Income
Expenditure

nd

2,051

g [ J 2,392 913

e interest cost
Total Post Employment Beps
Surplus or Deficit on the Pro

Other Post Employment Bé¢nefi

Comprehensive  Incomg

Statement

e actuarial gains and logs¢ 11,311 (7,640)

Total Post Employment |Be¢nefit (Charged to the 13,703 (6,727)

Comprehensive  Income ane

Statement

Movement in Reserves Sfalement

» reversal of net charges made to the Surplus or (2,014) (406)
Deficit for the Provision of Services for post
employment benefits in accordance with the
Code

Actual amount charged against the General Fund

Balance for pensions in the year:

. injury benefits payable to pensioners 378 507
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Reconciliation of present value of the injury award liabilities:

Police Injury Award

Scheme
2009-10 2010-11
£000 £000

1 April 22,313 35,638
Current service cost 793 1,204
Past service costs 0 (2,342)
Curtailments 0 0
Settlements 0 0
Interest cost 1,599 2,051
Actuarial gains and losses 11,31 (7,640)
Contributions by scheme participants 0 0
Benefits paid _£378) (507)
31 March /36,638 28,404
Scheme history

D07 8-09  2009-10 2010-11

£000 £000 £000 £000

Present value of liabilities:

Police Injury Award Scheme 27,844) 22,313) (35,638) 28,404

The liabilities show the nts that the Force has in the long run to pay

the future injury awarg

Basis for Estimating

Liabilities have been d on an actuarial basis using the projected unit method, and
an estimate of the p 3 relating to injury awards that will be payable in future years
dependent on assumptions about the mortality rates, salary levels, etc.

The main assumptions used in their calculations include:

Injury Awards Scheme

2009-10 2010-11
% %

Longevity at 65 for current pensioners

Men 26.0 24.3
Women 28.9 26.4
Longevity at 65 for future pensioners

Men 27.0 25.8
Women 29.9 28.0
Rate of inflation 3.5 3.5
Rate of increase in salaries 5.25 4.75
Rate of increase in pensions 3.5 3.0
Rate for discounting scheme liabilities 5.7 5.5
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38. POLICE PENSION ACCOUNT

From 1 April 2010, the Scottish Government introduced a requirement for each Scottish
Police Force to maintain a Police Pension Account in respect of the Police Pension Scheme.
The requirements are set out within Police Pension Account (Scotland) Regulations 2010.
The regulations specify that the a Police Pension Account must be maintained to record the
payments made and the income received in respect of Police Pensions.

2009-10 2010-11 2010-11
£000 £000 £000

Contributions receivable -
Police Board -
- e Contributions based on 24.7% of pensip
pay
- e Early retirements
- o Other
Officers' contributions

(13,564)

(403)
(12)
(5,834)
(19,813)
- Transfers in from other Police Forceg (61)
Benefits payable:
- e Pensions
- o Commutations #
benefits

16,683
5,178

21,911

- e Transfer vglues pai 241

- e Refungs iputi ;) 59

300

; o transfer of an amount 2,337
equal to the Police Operating

Account ‘
Transfer ¢f balghce’from earmarked element of (2,505)
General
Amount ppyable to the Police Operating Account 168
in respec{of the surplus for the year

Balance at 31 March -

Although the Police Pension Account operates on an accruals basis, provisions for potential
retirement costs (pension commutation lump sums for eligible Police Officers) are not
included as charges against the Police Pension Account until the actual payments are made.
As at 1 April, any amount held in the General Fund, which was previously earmarked for the
cost of lump sum commutations is to be used as a contribution to the Police Pension
Account.

The Police Operating Account will reflect a debtor or creditor at the end of the financial year
in respect of any deficit or surplus on the Police Pension Account. In the case of a deficit, the
debtor will represent funding for Police Officer pensions which the Scottish Government is
committed to meeting. In the case of a surplus, the creditor will represent the excess
pensions funding for the year, which is repayable to the Scottish Government.
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39. CONTINGENT LIABILITIES

The Force has not identified any contingent liabilities that require to be disclosed.

40. NATURE AND EXTENT OF RISKS ARISING FROM FINANCIAL INSTRUMENTS
The Force's activities expose it to a variety of financial risks, which principally include:

. Credit Risk — the possibility that other parties might fail to pay amounts due to the
Force.

. Liquidity Risk — the possibility that the Force »
meet its commitments to make payments.

. Market Risk — the possibility that financi
in such measures as interest rate moverfie

ight not have funds available to

ight arise as a result of changes

services. The Force has consequently |adopted the approach taken by Aberdeen City
Council in dealing with treasury managéme and related matters. The Council
complies with the CIPFA Prudentidl Qo¢le, and has adopted the CIPFA Treasury
Management in the Public Sérvices|God rdcfice. The Council maintains written
principles for overall risk :
including interest rate ri

Whilst the greatest pfopgrt L:e's financial instruments are held in relatively

il va ank deposits in a mainstream bank and short term
investments held within|Aberdeen ity Council's loans fund, the invoicing of trade debtors
ent.

The total debtor balance /is“made up of a number of elements, which are disclosed in
Note 18. The total trade debtors balance at 31 March 2011 amounted to £1.959m .

Historical Estimated
experience maximum
adjusted for exposure to Estimated
Historical market default and maximum

Amountas at experience conditions as at  uncollectability exposure at
31 Mar 2011 of default 31 Mar 2011 at 31 March 2011 31 Mar 2010

£000's % % £000 £000
(A) (8) (C (AXC)

Deposits

with bank 198 0% 0% - -
Short Term

Investment 16,770 0% 0% - -
Debtors* 4,924 2.23% 2.23% 110 30
Total 21,892 110 30

* Debtors include all amounts due to the Force but excludes prepayments.
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The Force does not generally allow credit for customers, such that £0.910m of the
£1.959m trade debtors' balance is past its due date of payment. The past due but not
impaired amount can be analysed by age as follows:

31 March 2010

31 March 2010

£000 £000

649 Less than three months 832
1 Three to six months 15
40 Six months to one year 40
5 More than one year 23
695 Total 910

| Liquidity Risk
The Force manages its cash flow tp Treasury Management Function of
3 Aberdeen City Council. The Councill epsures that the Board has sufficient liquidity to
‘ cover all of its payment obligations. is i monitoring the surplus cash funds to
| ensure sufficient liquidity is avai s|day to day cash flow needs. Given
; the level of short term investments| hel Force in relation to outstanding liabilities,
there is negligible risk that th b to meet financial commitments with

debt has to be repaid to the lender.

The maturity analysis of financial liabilities is as follows:

2009-10 2010-11
£000 £000
321 Less than one year -
- Between one and two years -
1,350 Between two and five years 2,314
6,774 More than five years 5,810
8,445 Total 8,124

All trade and other payables are due to be paid in less than one year.

The Force does not have investments with a maturity date beyond one year.
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Market Risk
Interest rate risk

The Force is exposed to potential changes in interest rate movements. Whilst all of the
PWLB loans are at a fixed rate, the return on investments held in Aberdeen City Council's
loans fund is based upon a variable rate. Movements in interest rates have a complex
impact on the Force. For instance, a rise in interest rates would have the following
effects:

o Borrowings at variable rates — the interest éxpense charged to the Surplus or
Deficit on the Provision of Services will rjg
o Borrowings at fixed rates — the fair va he liabilities borrowings will fall
o Investments at variable rates — ths rest income credited to the Surplus or
Deficit on the Provision of Servic
o Investments at fixed rates —
The low interest rates continue {o imp on|the level of income generated from
investments. The interest rat n City Council to the Force's short

2009-10 2010-11
£000 £000
- Inc -
bor G
138 Increase it 176
invé&stme
The impact of a 1% fall in interest rates would be as above but with the movements being
reversed.
Price Risk

The Force does not invest in equity shares.
Foreign Exchange Risk

The Force has no financial assets or liabilities denominated in foreign currencies and
thus has no exposure to loss arising from movements in exchange rates.
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