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Foreword

This Statement of Accounts records the expenditure and income of the Kent Police Authority (the
Authority) during the financial year 2010/11 and its financial position at the 31 March 2011. The accounts
have been prepared in accordance with the ‘Code of Practice on Local Authority Accounting’, which is the
relevant ‘Statement of Recommended Practice’ (SORP), and the ‘Best Value Accounting Code of Practice’
published by the Chartered Institute of Public Finance and Accountancy (CIPFA). This is the first year
where local authorities (including all Police and Fire Authorities) have to produce their accounts in
accordance with International Financial Reporting Standards (IFRS). As such there are a number of
significant changes to the accounts and these are summarised below.

The aim of the shift to IFRS is to standardise accounting practices across public and private sectors as
well enabling global comparison. No additional resources were employed to complete the accounts
although an additional one off £7,000 was incurred as supplementary consultancy fees due to the
introduction of componentisation.

The move to IFRS is a change in accounting policy and so requires each change to be applied
retrospectively (with the exception of componentisation which is applied prospectively). This has meant
all primary statements for 2009/10 are restated to enable comparisons to be made between years.

A brief summary of these changes is as follows:

Change Description
Short term compensated Leave and time-off-in-lieu balances at the 31 March are
absences quantified financially and charged to the Net Cost of Services. This

provision is reversed out through the Movement in Reserves
Statement and shown in a Short term Accumulated Compensated
Absences Account on the Balance Sheet and a liability shown as a

provision.
Government Grants and Under the previous financial regulations grants and contributions
contributions supporting capital were amortised and credited to the Net Cost of Services to match
expenditure depreciation charges on assets used within the service. Under

IFRS grants and contributions are recognised in the
Comprehensive Income and Expenditure Statement as they are
received and any conditions fulfilled.

The Statement of Recognised Gains and Losses no longer exists but is embedded at the foot of the
Comprehensive Income and Expenditure Statement

Componentisation Assets which are made up of more than one component have
been reviewed to establish whether each significant component
has a usual life different to the parent asset. Where this has been
found to be the case a sub asset has been created with a
separate depreciation charge being posted to the Net Cost of
Services. Due to the complexity of this and the number of assets
Authorities have, this change is applied for assets purchased or
revalued from 1% April 2010.

Non-current assets Formerly called Fixed Assets

Investment properties This is a new class of assets and covers those properties which
the Authority is holding either as rental properties or those which
are no longer required but are being held until the market prices
increases.

Cash Equivalents Any short-term investment with a bank, building society, local
authority or the Bank of England which has a term of less than
three months is classified as a cash equivalent rather than a
short-term investment on the balance sheet.

Assets held for sale This is a new classification and shows non-current assets which
the Authority is actively marketing and reasonably expect to
complete the sale within one year.

The Movement in Reserves This is new and replaces the Statement of Movement in the

Statement General Fund Balance. It and its supporting notes provide a useful
and informative guide to the use of the Authority’s funds over the
year.




The Accounts begins with a statement of the responsibilities of the Authority and the Treasurer in relation
to the management and reporting arrangements for the Authority’s resources (page 8). The Authority’s
‘Annual Governance Statement’, which is produced for the fourth time this year, and broadens the
coverage of the previous Statement of Internal Control to enforce all of the organisation’s key
governance processes and safeguards, is shown starting on page 9. The Auditor’s Report appears at
page 16 and the Summary of Accounting Policies as note 1 on page 24.

The main financial statements comprise:

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

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

« The Cashflow Statement - shows the changes in cash and cash equivalents of the authority
during the reporting period. The statement shows how the authority 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 operations
of the authority are funded by way of taxation and grant income or from the recipients of the
services provided by the authority. Investing activities represent the extent to which cash outflows
have been made for resources which are intended to contribute to the authority's future service
delivery. Cash flows arising from financing activities are useful in predicting claims on future cash
flows by providers of capital (ie borrowings) to the authority.

+ The Movement in Reserves Statement - shows the movement in year on the different reserves
held by the authority, analysed into 'useable' (ie those that can be applied to fund expenditure or
reduce local taxation) and other reserves. The surplus or (Deficit) on the Provision of Services line
shows the true economic cost of providing the authority's services, more details of which are shown
in the Comprehensive Income and Expenditure Statement. These are different from the statutory
amounts required to be charged to the General Fund Balance for council tax setting purposes. The
Net Increase / Decrease before Transfers to Earmarked Reserves line shows the statutory General
Fund Balance before any discretionary transfers to or from earmarked reserves undertaken by the
authority.

In addition to these primary statements there are a number of notes which help explain the figures,
including a set of accounting policies showing the approach the Authority has taken in compiling the
accounts.

General

Kent Police is facing a period of unprecedented change following the Government’s Emergency Budget in
June 2010. The police service nationally is required to find its share of the national deficit and make
stringent cuts to its budgets without compromising front-line services. Kent Police has to make £50m
recurrent savings over the next four years, 2011/12 — 2014/15 against a back-drop of rising prices and
increasing demand for visible, neighbourhood policing.



The Authority is well placed to respond to these demands being free from debt and reliant only on
Government Grants and Precepts as its main sources of funding. The Police Authority and Chief Officer
team understand the challenges ahead and have set in place a re-structuring programme to achieve the
necessary cost reductions whilst still maintaining a first class service for the people who live, work and
travel in Kent.

The chart below shows the proportions of funding received by Kent Police in terms of grants and
contributions.

Kent Police funding for 2011/12

Share of National
Non-Domestic

Rates
24% Precepts

31%

Rewvenue Support
Grant
4%

Police Grant
41%

Police Grant, Revenue Support Grant and the KPA share of National non-domestic rates are aggregated
together and distributed jointly on a single national formula.

This chart helps illustrate that Kent Police is primarily funded from central government grants with a
lower proportion from precepts through the Council Tax. This means any reductions in Government grant
are felt acutely and have a significant impact on the Authority.

The years 2011/12 through to 2013/14 will see significant restructuring across the Authority with
consolidation from six geographical Basic Command Units to three, and cross boundary tactical and
operational support. All this is designed to enhance the service, strengthen community engagement,
drive down crime and the fear of crime, all with reduced costs.

Kent is a pioneering police force along with Essex Police in leading the way on collaborative working
practices. The Kent Police and Essex Police Serious Crime Directorate is one such example where the two
forces combine expertise and experience to investigate and reduce serious and organised crime. Such
collaborative arrangements are increasing around the country and offer real opportunities to deliver an
increased level of service at a combined lower cost.

The Comprehensive Income and Expenditure Statement

The Kent Police Authority revenue budget for the year 2010/11 provided for net expenditure of £285m.
In the event, actual net expenditure was £279.8m, representing an underspend of £5.2m. Much of this is
attributable to pro-active cost reduction initiatives across the Force partially resulting from the Emergency
Budget. This level of underspend is similar to that which was anticipated at the time of setting the
Revenue Budget for 2011/12, and will be utilised on a planned basis to ease the burden of grant
reductions over the medium term. Note 26 to these accounts provides information in a similar format to
that received regularly by the Chief Officer team and used to make resourcing decisions. This provides
meaningful information to readers of the accounts on where expenditure is incurred and on what.



The final position on Revenue Spending against Budget for the year was, therefore, a satisfactory and
favourable one. It has permitted the General Fund Reserve for the time being to remain at £6.0m. This
is over 2% of net revenue expenditure, which is the agreed KPA policy. Identified future liabilities (except
pensions) are fully covered by separate earmarked Reserves.

International Financial Reporting Standards require that the total future liabilities for the cost of pension
payments to past and present employees are fully reflected in the Balance Sheet, and that their change
during the year is reflected in the Comprehensive Income and Expenditure Statement. Since the national
Police Officers’ pension scheme is not backed by any investments, the Authority’s future pension liability
of £1,928m far exceeds its total assets. Including a smaller deficit on the mainly funded Local
Government Scheme for Police Staff, total pension liabilities are £1,979m. Set against £166m of
Accounting reserves, £13m Capital Reserves and £21m of Usable Reserves, the Balance Sheet Accounting
Deficit is £1,778m.

Perhaps the most significant impact of the Emergency Budget on these accounts has been the change in
valuing the pensions liability from a Retail Price Index basis to Consumer Price Index. Although this is
only around 1% lower the impact on the accounting entries for pensions has been huge. Advice from our
actuaries indicates that this change is shown in the Comprehensive Income and Expenditure Statement in
2010/11.

This has meant that an adjustment of £257m has been applied through Past Service costs offsetting the
annual charge and resulting in an apparent surplus of £104m for the year. Actuarial gains on the pension
fund of £180m are also applied to the Comprehensive Income and Expenditure Statement for 2010/11
resulting in an accounting surplus of £284m against the underspend of £5.2m. This position is replicated
in Police Authorities across the country.

Fortunately the application of Past Service Costs is applied through as am exceptional item (see Note 5
page 36) so comparisons with previous years are still possible:

Re-stated 2009/10 2010/11
Percentage £'000's £'000's Percentage
53.9% 187,607 | Local Policing 201,205 57.8%
7.3% 25,375 | Dealing with the Public 21,986 6.3%
8.7% 30,272 | Criminal Justice 24,190 7.0%
3.5% 12,228 | Roads Policing 12,606 3.6%
8.7% 30,371 | Specialist Operations 29,953 8.6%
2.9% 10,053 | Intelligence 9,057 2.6%
11.1% 38,626 | Specialist Investigations 38,059 10.9%
3.9% 13,546 | Investigative Support 11,191 3.2%

348,438 | Sub-total 348,247
-1.2% -4,188 | National Policing -3,299 -0.9%
0.4% 1,231 | Corporate & Democratic Core 1,519 0.4%
0.9% 3,311 | Non-distributed costs 1,453 0.4%

Exceptional items -257,215

348,792 | Net Cost of Policing Services 90,705

This clearly shows the proportion of total expenditure allocated to functions of the service and that these
are largely consistent between years although with a small increase in Local Policing which is in-line with
Police Authority plans to bolster visible Neighbourhood Policing. Kent Police undertook a complete
revaluation of its estate during 2009/10 resulting in substantial changes to the valuation of many of its
assets. This is reflected as substantially higher costs in 2009/10 than 2010/11. The 2010/11 net
expenditure can be expressed diagrammatically as follows:




Proportion of Kent Police Costs for 2010/11
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The Authority is still awaiting the outcome of legal challenges made to the Icelandic Supreme Court
around its preferential creditor status. The outcome of this challenge is by no means certain and the
implications for Kent Police Authority are summarised as follows:

Bank Amount Invested Anticipated return | Percentage Worse case | Percentage
return anticipated return
return

£'000's £'000's % £'000's %

Glitnir 2,000 2,000 100.00 580 29.00
Heritable 3,200 2,719 84.97 2,528 79.00
Landsbanki 5,900 5,597 94.86 2,253 38.19
Total 11,100 10,316 92.94 5,361 48.30

The difference between the anticipated return of £10.3m and the amount invested (£11.1m) has been
written off through the Comprehensive Income and Expenditure Account in 2010/11. This acknowledges
that around 7% of the total original investments are considered irrecoverable. This is based on the latest
information from CIPFA and has been agreed by the Audit & Governance Committee in June 2011. Kent
Police had provided for this full amount as part of its Budget Equalisation Reserves from previous years
underpends so there is no impact on the General Fund and no requirement to fund this write off through
the Council Tax.

More information on this can be found in note 14 on page 42.
Summary

As described earlier the outlook for Kent Police funding in the medium term is not favourable, and this
presents KPA with serious challenges. However, a combination of effective systems of internal control and
budget monitoring, and a coherent medium term plan, leave the authority in a relatively robust position
to address these challenges. The favourable outturn for 2010/11 has contributed to this position.

Whilst the current ‘unfunded’ Police Officer pension arrangements continue, Annual Financial Statements
will always show Balance Sheet deficits. It is right that we are required to be transparent about these
deficits, but we should not let this distract us from focusing on our performance in managing our finances
against the real parameters set for us. In this latter respect, 2010/11 represented another successful
year.



Statement of Responsibilities for the Statement aAccounts

The Authority is required to:

Make arrangements for the proper administration of its financial affairs and to ensure that one of
its officers has the responsibility for the administration of those affairs. That officer is the
Treasurer of the KPA;

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

Ensure that the statement of accounts is prepared in accordance with the Accounts and Audit
Regulations 2011 and to approve the accounts within three months of the end of the period to
which they relate.

The Treasurer’s Responsibilities

The Treasurer is responsible for the preparation of the Authority’s statement of accounts which, in terms
of the CIPFA Code of Practice on Local Authority Accounting in Great Britain (‘the Code’), is required to
present a true and fair view of the financial position of the authority at the accounting date and its
income and expenditure for the year ended 31 March 2010. The Treasurer is also responsible for
certifying the accounts as correct before being presented for approval by this Authority.

In preparing this statement of accounts, I have:

Selected suitable accounting policies and then applied them consistently;

Made judgements and estimates that were reasonable and prudent;

Complied with the Code (except where relating to writing off impairments on Icelandic Bank
deposits;

Kept proper accounting records which were up to date;

Taken reasonable steps for the prevention and detection of fraud and other irregularities.

I certify that the Statement of Accounts presents a true and fair view of the financial position of the
Authority at 31 March 2011 and its income and expenditure for that period then ended.

"N Lo

David Lewis BA MPhil CPFA
Treasurer to the Police Authority
Gail House, Maidstone



Annual Governance Statement

Scope of Responsibility

The Kent Police Authority and the Chief Constable of Kent Police are responsible for ensuring that their business is
conducted in accordance with the law and proper standards, and that public money is safeguarded and properly
accounted for, and used economically, efficiently and effectively. Kent Police Authority also has a duty under the
Local Government Act 1999 to make arrangements to secure continuous improvement in the way in which its
functions are exercised, having regard to a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Authority and the Chief Constable are responsible for putting in place
proper arrangements for the governance of their affairs, facilitating the effective exercise of their functions. This
includes arrangements for the management of risk.

The Authority has approved and adopted a Code of Corporate Governance, which is consistent with the principles of
the CIPFA/SOLACE Framework for Delivering Good Governance in Local Government.

A copy of the Code is on the Authority website at www.kentpoliceauthority.gov.uk, or can be obtained from the
Treasurer at Kent Police Authority, Gail House, Lower Stone Street, Maidstone, Kent ME15 6NB. This statement
explains how the Authority has complied with the Code and also meets the requirements of regulation 4(2) of the
Accounts and Audit Regulations 2003 as amended by the Accounts and Audit (Amendment) (England) Regulations
2006 in relation to the publication of a statement of internal control.

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, and culture and values, by which the Authority is
directed and controlled. It describes the activities through which it accounts to, engages with and leads the
community. It enables the Authority to monitor the achievement of its strategic objectives and to consider whether
those objectives have led to the delivery of appropriate, cost effective services.

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

The current governance framework was originally approved by the Authority in June 2007 and will have remained
substantially in place continuously up to the date of the Statement of Accounts for 2010/11 being submitted for
approval by the Audit and Governance Committee. It was last reviewed by the Full Authority in July 2010 at which
time minor amendments were made. Further amendments were discussed at the Audit and Governance Committee
on, 9 March 2011 and its recommendations to the Authority are included in this updated version.

Key Elements of the Governance Framework

The principal aspects of the Governance Framework in place are summarised below.

Key Element Arrangements in place

1. Identifying and communicating the » Agreement by Authority and Chief Constable of a
Authority’s vision of its purpose and four-year policing framework, linked to the revenue
intended outcome. budget and capital programme.

« Communication and consultation and engagement
through a comprehensive programme including a
citizen’s and youth panel, special conferences (e.g.
business continuity), and “roadshows"” in prominent
locations.

+ Countywide strategic “Policing Kent” newspaper
sent to all households annually in the autumn.

»  Authority and Committee minutes can be viewed on



http://www.kentpoliceauthority.gov.uk/

the Authority website.
Relaunch of website
On-line newsletter describing local action taken.

Reviewing the Authority’s vision and its
implications for Governance arrangements.

Systematic annual strategy review informing
amendments to the annual plan and budget.
Authority Peer Review undertaken in December
2008.

Kent acted as a pilot for Authority inspection in
January 2009, and received a very favourable
assessment.

KPA Business Plan, which is linked to the business
plan for each committee and to the risk register.

Measuring the quality of services for users,
ensuring they are delivered in accordance
with objectives and ensuring they represent
the best use of resources.

Ongoing challenge through receipt of regular
reports on performance in the established
Committee system.

Production of a regular “performance pack”.
Comprehensive programme of service reviews,
including Best Value Reviews, Post Implementation
Reviews, Performance and Operational Reviews,
lean management reviews and Operational Support
Reviews.

Kent Crime and Victimisation Survey involving over
8,400 interviewees annually.

Regular performance report by Chief Constable to
full Authority meetings.

All Members allocated both Area Lead and Topic
Lead roles.

Active Independent Custody Visitors Scheme which
has been reviewed and refreshed. New ICVs are
currently being recruited and will receive
appropriate training.

An Independent Advisory Group at strategic
Authority-wide level, as well as local IAGs.
Authority participation at Member and Officer level
in various force boards, including the key Force and
Authority Change Board.

Defining and documenting the roles and
responsibilities of Authority Members and
Officers, Force Officers and Authority
Committees with clear delegation and
communication protocols.

Scheme of delegation from Authority to Chief
Constable and within Force.

Clear Terms of Reference for all Committees,
subject to regular review.

Developing, communicating and embedding
Codes of Conduct and defining standards of
behaviour for Members and staff.

Code of Conduct signed by all Members.

Register of Interests maintained for Members and
Senior Officers.

Professional Code of Conduct in the form of the
Kent Police Standard is established and
communicated to all Police Officers and Police Staff
(including Authority Officers).

Active Standards Committee led by a highly
experienced chair.

KPA representation on misconduct hearing panels
and police appeals tribunals.

Regular performance reports to professional
standards committee on officer and staff
misconduct.

Reviewing and updating Standing Orders,
Financial instructions, a scheme of
delegation and supporting procedure notes
and manuals which define how decisions
are taken, and the controls required to
manage risks.

The full range of these documents established and
reviewed at the Annual General Meeting of the
Authority.

Authority Members are canvassed for suggested
changes prior to this meeting.

The Authority and the Force each have Risk
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Management Policies and a Risk Register, which are
regularly updated.

The Authority and the Force each have Officers with
a professional qualification in Risk Management.
The existence of a full Business Continuity
Programme, and an Annual Business Continuity
Report.

Undertaking the Core Functions of an Audit
Committee as defined in CIPFA guidance.

Audit and Governance Committee, which acts with
genuine independence and real challenge.

Regular pre-meeting training for all Members on
relevant topics.

Committee Members meet regularly with external
and internal auditors in private.

Clear Terms of Reference

Approves internal and external audit plans, receives
reports on all individual audits, as well as an Annual
Report.

All Members receive pre-meeting written briefing
from the Treasurer, following Agenda Conference
with Internal and External Auditors.

Customised Self Assessment tool for Police Audit
Committees, devised and tested by the Committee,
leading to an agreed action plan and regular review
of progress.

Committee work plan agreed and reviewed at each
meeting.

Ensuring compliance with relevant laws and
regulations, internal policies and
procedures, and that expenditure is lawful.

Monitoring Officer and Treasurer (as Section 151
Officer) maintain independence from Force and
liaise regularly with Internal and External Auditors.
They also each belong to strong nationwide
networks for peer review.

Strong and independent Internal Audit Function.
Robust process for follow-up of Audit
recommendations at public Audit and Governance
Committee meetings.

Development of oversight arrangements for Force’s
compliance with Human Rights Act.

Facilitating the identification of “wrong
doing” and the receipt and investigation of
public complaints

Force “wrong doing” policy fully in place.

Authority operates effective statutory policy for
investigating complaints by citizens against Force
and Authority Officers.

Force has a Professional Standards Department with
investigative capability.

KPA monthly dip-sampling of complaints made to
Kent Police, with regular reports to Professional
Standards Committee.

Chief Officers Complaints Protocol in place.

Targets established for reducing complaints with an
associated performance management programme.
Regular data reports to Professional Standards
Committee on complaints.

10.

Identify the development needs of Members
and Senior Officers in relation to their
strategic roles, supported by appropriate
training.

Committees operate regular programmed training
events for Members and Officers.

An induction package has been designed for new
members which includes a reference pack and
series of briefings.

Feedback from Members is encouraged and built
into future events.

Strengthened Learning and Development
Programme for Members in place, which is designed
around the needs that members identify.
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11. Establish clear channels of communication +  Consultation Groups are established for all six

with all sections of the community and identified special “Social identity” groups.
other stakeholders, ensuring accountability * An Independent Advisory Group operates to
and encouraging open consultation. promote Community Engagement with BME Groups.

Local BCU IAGs have been established.
« All Members take active steps to promote two-way
dialogue with stakeholders.

12. Incorporating good governance » Major collaboration with Essex Police Authority and
arrangements in respect of partnership and Force underpinned by a formal agreement and
other group working as recommended by Standing Orders, and a Joint Standing Committee.
the Audit Commission, and reflecting these »  Specific further collaboration with Essex and other
in overall governance arrangements. (mainly Eastern Region Authorities) on major IT

infrastructure development programme (“Athena”).

+  Collaboration with SE Region on a variety of
projects including regional asset recovery team and
Counter Terrorism

« Active engagement with all local CSPs.

» Participation in the Countywide Local Strategic
Partnership and Local Road Safety Partnerships,
underpinned by written protocols.

» Leading role in major Insurance Consortium
involving 11 Police Authorities, with effective
governance arrangements.

« Authority Chair has active role in national
partnership working as Deputy Chair of APA, Chair
of the Police Negotiation Board (official side), APA
representative on the Senior Appointments Panel
and Governor of the National Police Leadership
College.

«  Chief Executive sits on county-wide community
safety forum (County Strategy Group).

Review of Effectiveness

The Kent Police Authority and Chief Constable have the responsibility for conducting, at least annually, a review of
the effectiveness of their Governance system, including the system of internal control. This review is informed by the
work of the internal auditors and the managers within the Authority and Force who have responsibility for the
development and maintenance of the governance environment. It is also influenced by comments made by the
external auditors and other review agencies and inspectorates in their annual audit letter and other reports.

Key areas of review of the effectiveness of governance can be summarised as follows:

A programme of Operational Services Reviews and major “Lean” management initiatives.

Reports from our External Auditors — the 2009/10 Management Letter was consider by the Audit and Governance
Committee and recommendations implemented.

The conduct of inspections and provision of reports to promote efficiency and effectiveness of policing to ensure that:
Agreed standards are achieved and maintained

Good practice is recognised

Performance is improving

Review of projects control informed by Post Implementation Reviews, overseen at meetings of a special group of
Members and Officers established by the Audit and Governance Committee.

The existence of an active independent Standards Committee.

A process of policy review has been set up for all policies to be reviewed on rolling programme including checks for
compliance with human rights, diversity, data protection/freedom of information and other legal requirements.

Annual Review of Risk Management by the Audit and Governance Committee.
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Risk based internal audit programme including reviews of corporate governance, risk management and financial
systems.

Review programme by External Auditors.

Annual Audit Programme conducted by the Authority’s recently re-appointed Internal Auditors RSM Tenon, whose
opinion is described below.

Significant Governance, Risk Management and Internal Control Issues

The Authority places reliance on the annual programme of internal audits summarised in the Annual Report of RSM
Tenon in determining its level of assurance on these issues. An extract from RSM Tenon’s opinion for 2010/11 is set
out below.

"This annual Head of Internal Audit opinion is provided to KPA by RSM Tenon Limited.
We are satisfied that sufficient internal audit work has been undertaken to allow us to draw a reasonable conclusion
on the adequacy and effectiveness of Kent Police Authority’s arrangements.

For the 12 months ended 31 March 2011, based on the work we have undertaken, our opinion regarding the
adequacy and effectiveness of Kent Police Authority’s arrangements for governance, risk management and control is
as follows:

Governance
Through our review of corporate governance and interaction with the Audit and Governance Committee, we are able
to provide a substantial assurance opinion on the Authority’s governance arrangements.

Risk Management

Our follow up review of risk management provided the Authority with assurances that all previous recommendations
raised had been addressed. Furthermore, our attendance at an Authority and Force with the risk meeting we
observed that the current risk management arrangements are operating effectively.

Control

The results of our work indicate an improving control framework and application of controls across a range of
financial and operational areas. Our reports continue to identify weaknesses in some areas and whilst adequate
progress has been made overall, several agreed recommendations made in 2009/10 have not been actioned as
intended.”

The Treasurer will ensure that progress on outstanding audit recommendations, referred to in the final paragraph of
RSM Tenon’s Annual Opinion, is closely monitored by the Audit and Governance Committee.

Icelandic Banks Update
In summary, of the £11.1m deposits in default at Icelandic Banks, around £9.5m remain outstanding as follows:

Landsbanki £5.9m
Glitair £2.0m
Heritable  £1.6m (after repayments of £1.6m)

Landsbanki have accepted depositors, such as ourselves, as priority claimants, in which case recovery should be high.
Other creditors have however challenged this. The matter was recently determined in our favour by the Icelandic
High Court, but is now subject to appeal to the Icelandic Supreme Court.

Glitnir have not accepted depositors, such as ourselves, as priority claimants. We are challenging this and have a
strong legal advice in our favour. If we succeed, then 100% will be recovered, if we fail the level of recovery would
be poor. This issue by the Icelandic High Court, but equally is subject to appeal to their Supreme Court.

Heritable, unlike the other two, is Scottish domiciled and being well administered in the UK. Prospects for recovery
are very good.

13



Overall, the outlook remains consistent with our assessment at the time of setting the 2010/2011 and 2011/12
budgets. The main risk is our priority status with Landsbanki, agreed by their administrators, being overturned. All
the legal advice is against this, but as our largest exposure, it cannot be ignored.

Future Improvement
The Authority and Force are committed to identify and address any weaknesses in their governance arrangements.

They regard a comprehensive review programme, and a positive response to constructive criticism as fundamental to
delivering the continuous improvement, which is essential to a cost effective policing service for their communities.
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Independent audit’s report to Members of
Kent Police Authority

Opinion on the Authority and Pension Fund accounting statements

I have audited the accounting statements and the police pension fund accounting
statements of Kent Police Authority for the year ended 31 March 2011 under the
Audit Commission Act 1998. The accounting statements comprise the Movement in
Reserves Statement, the Comprehensive Income and Expenditure Statement, the
Balance Sheet, the Cash Flow Statement and the related notes. The police pension
fund accounting statements comprise the Fund Account, the Net Assets Statement
and the related notes. These accounting statements have been prepared under the
accounting policies set out in the Statement of Accounting Policies.

This report is made solely to the members of Kent Police Authority in accordance
with Part II of the Audit Commission Act 1998 and for no other purpose, as set out
in paragraph 48 of the Statement of Responsibilities of Auditors and Audited
Bodies published by the Audit Commission in March 2010.

Respective responsibilities of the Treasurer and auditor

As explained more fully in the Statement of the Treasurer's Responsibilities, the
Treasurer is responsible for the preparation of the Authority’s Statement of
Accounts, including the police pension fund accounting statements, in accordance
with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom. My responsibility is to audit the
accounting statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland). Those standards require me to comply
with the Auditing Practice’s Board'’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the
accounting statements sufficient to give reasonable assurance that the accounting
statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to
the Authority and Pension Fund’s circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the Authority and the Pension Fund; and the overall
presentation of the accounting statements. I read all the information in the
explanatory foreword to identify material inconsistencies with the audited
accounting statements. If I become aware of any apparent material misstatements
or inconsistencies I consider the implications for my report.
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Opinion on accounting statements

In my opinion the accounting statements:

give a true and fair view of the state of Kent Police Authority’s affairs as at 31
March 2011 and of its income and expenditure for the year then ended;

give a true and fair view of the financial transactions of the police pension fund
during the year ended 31 March 2011 and the amount and disposition of the
fund’s assets and liabilities as at 31 March 2011, other than liabilities to pay
pensions and other benefits after the end of the scheme year; and

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

Opinion on other matters

In my opinion, the information given in the explanatory foreword for the financial
year for which the accounting statements are prepared is consistent with the
accounting statements.

Matters on which I report by exception

I have nothing to report in respect of the governance statement on which I report
to you if, in my opinion the governance statement does not reflect compliance with
‘Delivering Good Governance in Local Government: a Framework’ published by
CIPFA/SOLACE in June 2007.

Conclusion on Authority’s arrangements for securing economy, efficiency and
effectiveness in the use of resources

Authority’s responsibilities

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

Auditor’s responsibilities

I am required under Section 5 of the Audit Commission Act 1998 to satisfy myself
that the Authority has made proper arrangements for securing economy, efficiency
and effectiveness in its use of resources. The Code of Audit Practice issued by the
Audit Commission requires me to report to you my conclusion relating to proper
arrangements, having regard to relevant criteria specified by the Audit
Commission.

I report if significant matters have come to my attention which prevent me from
concluding that the Authority has put in place proper arrangements for securing
economy, efficiency and effectiveness in its use of resources. I am not required to
consider, nor have I considered, whether all aspects of the Authority’s
arrangements for securing economy, efficiency and effectiveness in its use of
resources are operating effectively.
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Basis of conclusion

I have undertaken my audit in accordance with the Code of Audit Practice, having
regard to the guidance on the specified criteria, published by the Audit
Commission in October 2010, as to whether the Authority has proper
arrangements for:

securing financial resilience; and

challenging how it secures economy, efficiency and effectiveness.

The Audit Commission has determined these two criteria as those necessary for
me to consider under the Code of Audit Practice in satisfying myself whether the
Authority put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources for the year ended 31 March 2011.

I planned my work in accordance with the Code of Audit Practice. Based on my
risk assessment, I undertook such work as I considered necessary to form a view
on whether, in all significant respects, the Authority had put in place proper
arrangements to secure economy, efficiency and effectiveness in its use of
resources.

Conclusion

On the basis of my work, having regard to the guidance on the specified criteria
published by the Audit Commission in October 2010, I am satisfied that, in all
significant respects, Kent Police Authority put in place proper arrangements to
secure economy, efficiency and effectiveness in its use of resources for the year
ending 31 March 2011.

Certificate

I certify that I have completed the audit of the accounts, including the police
pension fund accounting statements, of Kent Police Authority in accordance with
the requirements of the Audit Commission Act 1998 and the Code of Audit Practice
issued by the Audit Commission.

Signature

Darren Wells

Officer of the Audit Commission

Audit Commission

1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
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Comprehensive Income and Expenditure Statement

For the year ended 31st March 2011

The Comprehensive Income and Expenditure Statement - This statement shows the accounting cost in the year of

providing services in accordance with generally accepted accounting practices, rather than the amount to be funded from
taxation. Authorities raise taxation to cover expenditure in accordance with regulations; this may be different to the

accounting cost. The taxation position is shown in the Movement in Reserves Statement.

2009/10 Restated 2010/11
Gross Gross Net § Gross Gross Net
Expenditure Income Expenditure 2 | Expenditure Income | Expenditure
£'000’s £'000's £'000’s £'000’s £'000’s £'000’s
224,034 -36,427 187,607 | Local Policing 224,942 | -23,737 201,205
27,011 -1,636 25,375 | Dealing with the Public 23,374 -1,388 21,986
32,606 -2,334 30,272 | Criminal Justice Arrangements 25,864 -1,674 24,190
12,929 -701 12,228 | Roads Policing 13,767 -1,161 12,606
32,443 -1,712 30,731 | Specialist Operations 32,755 -2,802 29,953
10,636 -583 10,053 | Intelligence 9,798 -741 9,057
40,782 -2,156 38,626 | Specialist Investigations 41,448 -3,389 38,059
14,323 -777 13,546 | Investigative Support 11,929 -738 11,191
394,764 | -46,326 348,438 | Sub-total 383,877 | -35,630 348,247
10,847 -15,035 -4,188 | National Policing 12,353 -15,652 -3,299
1,231 0 1,231 | Corporate & Democratic Core 1,519 0 1,519
3,311 0 3,311 | Non-Distributed Costs 5 1,453 0 1,453
0 0 0 | Exceptional Items — Past Service 5 -257,215 0 -257,215
Costs
410,153 | -61,361 348,792 | Net Cost of Policing Services 141,987 | -51,282 90,705
Other Operating Expenditure
Gain/loss on disposal of non-current
-230 | assets -321
Gain/loss on disposal of assets held
0 | for sale -71
Financing & Investment
Income & Expenditure
59 | Interest Element of Finance Leases 9 59
Interest payable on PFI unitary 9
4,686 | payments 4,635
102,368 | Expected return on pensions assets 109,477
-1,544 | Investment interest income -918
Taxation & Non-specific Grant 10
Income
Recognised capital grants &
-3,520 | contributions -3,431
-83,349 | Precept Income -90,293
Non-service related Government
-118,504 | Grants -121,946
-14,882 | Revenue Support Grant -10,293
-64,479 | National Non-Domestic Rates -70,881
-10,082 | Home Office Pension Grant -9,724
159,315 | (Surplus) / deficit for the year -103,002
(Surplus) deficit arising on
-39,129 | revaluation of non-current assets 375
(Surplus) deficit arising on
-259 | revaluation of available —for-sale -50
financial assets
Actuarial (gains) / losses on pension
648,817 | fund assets & liabilities -182,910
Total Comprehensive Income &
768,744 | Expenditure -285,587
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The Balance Sheet

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

and funding basis under regulations'.

Re-stated as | Re-stated as Notes As at 31%
at 1% April | at 31% March March 2011
2009 2010
£'000's £'000's £'000's
Property Plant & Equipment
190,187 191,613 | Land & Buildings 180,819
17,590 16,532 | Vehicles, Plant & Equipment 11 14,685
9 444 | Assets under construction 401
10,857 1,165 | Surplus Assets 2,012
21,717 20,241 | Investment Properties 12 15,767
Intangible Assets
6,861 4,922 | Software 13 3,502
247,221 234,917 217,186
Long Term Investments
8,795 6,032 | Non-property investments 2,973
605 773 | Long term Debtors 736
256,621 241,722 | Total Long Term Assets 220,895
7,993 638 | Short Term Investments 10,581
222 176 | Inventories 15 255
20,589 19,379 | Short term debtors 16 14,878
22,518 29,464 | Cash & cash equivalents 17 31,435
319 619 | Assets held for sale 18 1,060
51,641 50,276 | Total Current Assets 58,209
-28,850 -26,845 | Short term creditors 19 -22,079
-2,416 -2,812 | Provisions falling due within 1 year 20 -2,565
-31,266 -29,657 | Total Current Liabilities -24,644
-52,524 -51,586 | Long term creditors 33,34 -50,704
-1,705 -2,666 | Provisions falling due after 1 year 20 -2,788
Other Long Term Liabilities
-1,512,652 -2,266,762 | Net Pensions Liability 37 -1,979,517
-1,566,881 | -2,321,014 | Total Long Term Liabilities -2,033,009
-1,289,885 | -2,058,660 | Net Assets -1,778,549




Balance Sheet continued.

Re-stated as | Re-stated as Notes As at 31%
at 1% April | at 31% March March 2011
2009 2010
£'000’s £'000’s £'000’s
Usable Reserves
5,994 5,994 | General Fund 5,994
9,380 5,117 | Earmarked Reserves 21 10,898
10,148 11,035 | Capital Receipts Reserve 13,249
731 321 | Capital Contributions Unapplied Reserve 239
6,372 4,809 | Insurance Fund 3,708
32,625 27,276 34,088
Unusable Reserves
17,585 50,310 | Revaluation Reserves 42,100
-1,512,652 -2,266,761 | Pensions Reserve -1,979,517
178,001 134,233 | Capital Adjustment Account 22 127,200
-2,168 -2,245 | Financial Instruments Adjustment Account -1,435
-860 1,339 | Collection Fund Adjustment Account 1,580
-2,416 -2,812 | Short term Accumulated Compensated Absences -2,565
Account
-1,322,510 | -2,085,936 -1,812,637
-1,289,885 | -2,058,660 | Total Reserves -1,778,549

I confirm that the Authority approved these accounts.

Signed on behalf of the Kent Police Authority:
Chair of the meeting approving the accounts:

Date: ... 8" July 2011 ..
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The Cash Flow Statement

The Cashflow Statement shows the changes in cash and cash equivalents of the authority during the reporting
period. The statement shows how the authority 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 operations of the authority are funded by way of taxation and grant income
or from the recipients of the services provided by the authority. Investing activities represent the extent to which
cash outflows have been made for resources which are intended to contribute to the authority's future service
delivery. Cash flows arising from financing activities are useful in predicting claims on future cash flows by providers
of capital (ie borrowings) to the authority.

Re-stated 2010/11
2009/10
£'000’'s £'000’'s
159,315 | Net (surplus) or deficit on the provision of services -103,002
-159,842 | Adjustments to net surplus or deficit on the provision of services for non-cash 90,998
movements (Note 23)
Adjustments for items included in the net surplus or deficit on the provision of
services that are investing and financing activities
-1,488 | Net cash flows from Operating Activities (Note 23) -836
1,077 | Investing Activities (Note 24) 11,957
938 | Financing Activities (Note 25) 883
6,946 | Net increase or decrease in cash and cash equivalents 1,971
22,518 | Cash and cash equivalents at the beginning of the reporting period 29,464
29,464 | Cash and cash equivalents at the end of the reporting period (Note 17) 31,435
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The Movement in Reserves Statement

This statement shows the movement in year on the different reserves held by the authority, analysed into 'useable'
(ie those that can be applied to fund expenditure or reduce local taxation) and other reserves. The surplus or
(Deficit) on the Provision of Services line shows the true economic cost of providing the authority's services, more
details of which are shown in the Comprehensive Income and Expenditure Statement. These are different from the
statutory amounts required to be charged to the General Fund Balance for council tax setting purposes. The Net
Inccease / Decrease before Transfers to Earmarked Reserves line shows the statutory General Fund Balance before

any discretionary transfers to or from earmarked reserves undertaken by the authority.

Note General Capital | Earmarked Total Unusable | Total Reserves
Fund | Receipts Reserves Usable Reserves
Reserve Reserves
£'000's £'000's £'000’s £'000's £'000's £'000’s

Balance as at 1** "
April 2010 5,994 11,356 9,926 27,276 | -2,085, 936 -2,058,660
Surplus / (deficit) on
the Provision of
Services on an
accounting basis 103,002 0 0 103,002 0 103,002
Other Comprehensive
Income & Expenditure 182,585 0 0 182,585 0 182,585
Total Comprehensive
Income &
Expenditure 285,587 0 0 285,587 0 285,587
Adjustments between
accounting basis and
funding basis under
regulations 7 -280,907 0 0| -280,907 280,907 0
Insertion of items not
credited to the
Comprehensive Income
and Expenditure 21 &
Statement 22 0 2,132 0 2,132 -7,608 -5,476
Net increase /
decrease before
transfers to
Earmarked Reserves 4,680 2,132 0 6,812 273,299 280,111
Transfers to / from
Earmarked Reserves 8 -4,680 0 4,680 0 0 0
Increase / (decrease) in
year 0 2,132 4,680 6,812 273,299 280,111
Balance as at 31°%
March 2011 5,994 13,488 14,606 34,088 | -1,812,637 -1,778,549

* The Capital Receipts reserve in the table above incorporates the Capital Contributions Unapplied Reserve for clarity.

Note 21 includes additional information on the Capital Contributions Unapplied Reserve.
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Note 1 — Accounting Policies

i. General Principles

The Statement of Accounts summarises the Authority’s transactions for the 2010/11 financial year and its
position at the year-end of 31 March 2011. The Accounts and Audit Regulations 2011 require the
Authority 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, supported by International
Financial Reporting Standards (IFRS) and statutory guidance issued under section 12 of the 2003 Act.
The accounting convention adopted in the Statement of Accounts is principally historical cost, modified by
the revaluation of certain categories of non-current assets and financial instruments.

ii. Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not simply when cash payments are made or
received. In particular:
. Revenue from the sale of goods is recognised when the Authority transfers the significant
risks and rewards of ownership to the purchaser and it is probable that economic benefits or
service potential associated with the transaction will flow to the Authority.

. Revenue from the provision of services is recognised when the Authority can measure reliably
the percentage of completion of the transaction and it is probable that economic benefits or
service potential associated with the transaction will flow to the Authority.

. Supplies are recorded as expenditure when they are consumed — where there is a gap
between the date supplies are received and their consumption, they are carried as
inventories on the Balance Sheet.

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

. Interest receivable on investments and payable on borrowings is accounted for respectively

as income and expenditure 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 revenue 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 debts may not be settled, the

balance of debtors is written down and a charge made to revenue for the income that might not be
collected.

iii. Acquisitions and Discontinued Operations

The Authority has not acquired or discontinued any operations in 2010/11.

iv. 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 within three months
from the date of acquisition and that are readily convertible to known amounts of cash with insignificant
risk of change in value.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that are
repayable on demand and form an integral part of the Authority’s cash management.
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v. 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 Authority’s financial performance.

vi. Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors

Prior period adjustments may arise as a result of a change in accounting policies or to correct a material
error. Changes in accounting estimates are accounted for prospectively, ie in the current and future years
affected by the change and do not give rise to a prior period adjustment. The shift from using retail price
index to consumer price index in calculating the pensions liability is an accounting estimate so affects the
Statement of Accounts from 1% April 2010 onwards.

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

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

vii. Charges to Revenue for Non-Current Assets

Services, support services and trading accounts 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;

. 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;

. amortisation of intangible fixed assets attributable to the service.

The Authority is not required to raise council tax to fund depreciation, revaluation and impairment losses
or amortisations. Depreciation, revaluation and impairment losses and amortisations are therefore
replaced by the contribution in 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.

viii. Employee Benefits
Benefits Payable During Employment

Short-term employee benefits are those due to be settled within 12 months of the year-end. They include
such benefits as wages and salaries, paid annual leave and paid sick leave, bonuses and non-monetary
benefits (eg cars) for current employees and are recognised as an expense for services in the year in
which employees render service to the Authority. An accrual is made for the cost of holiday entitlements
(or any form of leave, eg time off in lieu) earned by employees but not taken before the year-end which
employees can carry forward into the next financial year. The accrual is made at the wage and salary
rates applicable in the following accounting year, being the period in which the employee takes the
benefit. The accrual is charged to Surplus or Deficit on the Provision of Services, but then reversed out
through the Movement in Reserves Statement so that holiday benefits are charged to revenue in the
financial year in which the holiday absence occurs.

Short-term compensated absence are those periods in which an employee does not provide services to
the employer but continues to be paid. Compensated absences may be accumulating or non-
accumulating.

Accumulating absences are those that are carried forward and can be used in future periods if the current
entitlement is not used in full. For Kent Police this includes annual leave, flexi-leave and time off in lieu.
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Accumulating absences may be vesting or non-vesting. Where vesting, employees who leave are entitled
to a cash payment in respect of any unused entitlement; where non-vesting, benefits lapse if an
employee leaves before the vesting date.

For Kent Police vesting accumulated short term compensated absences are annual leave and time off in
lieu only. Flexi-time is non-vesting. Short term accumulating compensated absences shall be:
. Recognised when employees render services that increases their entitlement to future
compensated absences

. Measured as the additional amount that the authority expects to pay as a result of unused
entitlement that has accumulated at the Balance Sheet date including associated employer’s
national insurance contributions.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Authority to terminate an
employees contract before the normal retirement date or an officer’s decision to accept voluntary
redundancy and are charged on an accruals basis to the Non Distributed Costs line in the Comprehensive
Income and Expenditure Statement when the Authority is demonstrably committed to the termination of
the employment of an officer or group of officers or making an offer to encourage voluntary redundancy.

Where termination benefits involve the enhancement of pensions, statutory provisions require the
General Fund balance to be charged with the amount payable by the Authority to the pension fund or
pensioner in the year, not the amount calculated according to the relevant accounting standards. In the
Movement in Reserves Statement, appropriations are required to and from the Pensions Reserve to
remove the notional debits and credits for pension enhancement termination 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.

Post Employment Benefits

The Authority participates in two different types of pension schemes for police officers and a single
scheme for police staff:
. The Police Pension Scheme (PPS), regulated under the Police Pensions Act 1976.
. The New Police Pension Scheme (NPPS), regulated under the Police Pension Regulations
2006.
. The Local Government Pensions Scheme, administered by Kent County Council.

Both police schemes are contributory occupational pension schemes with officers making contributions of
11% of pensionable pay for members of the PPS and 9.5% for the NPPS.

A Police Pension Account was set up on 1% April 2006 to administer both of the police pension schemes.

The NPPS and PPS are defined benefit schemes (without managed pension assets). The employer’s
contribution for each serving officer is common to both schemes at 24.2% of pensionable pay. This is set
nationally and is subject to a three yearly review. Accrued net pension liabilities have been assessed on
an actuarial basis in accordance with IAS 19. The net liability and a pensions reserve incorporating both
pension schemes have been recognised in the Balance Sheet, as have entries in the Comprehensive
Income and Expenditure Account for movements in the asset / liability relating to the defined benefit
schemes. Transfers into and out of the schemes representing joining and leaving the police are recorded
on a cash basis in the Pension Account as a result of the time taken to finalise the sums involved.

The liabilities of the PPS and NPPS attributable to the Authority are included in the Balance Sheet on an
actuarial basis using the projected unit method i.e and 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 and projections of earnings for current employees.

Liabilities as well as anticipated gains and losses are discounted to their value at current prices using a
discount rate prescribed by the Fund’s Actuaries.
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The Local Government Pension Scheme

The Local Government Scheme is accounted for as a defined benefits scheme:

The liabilities of the pension fund attributable to the Authority are included in the Balance Sheet on an
actuarial basis using the projected unit method — ie 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, and projections of projected earnings for current employees.

Liabilities are discounted to their value at current prices. The assets of the pension fund attributable to
the Authority are included in the Balance Sheet at their fair value:
* quoted securities — current bid price

« unquoted securities — professional estimate
» unitised securities — current bid price
«  property — market value.
The change in the net pensions liability is analysed into seven components:

« current service cost — the increase in liabilities as a result of years of service earned this year —
allocated in the Comprehensive Income and Expenditure Statement to the services for which the
employees worked;

« past service cost — the increase in liabilities arising from current year decisions whose effect
relates to years of service earned in earlier years — debited to the Surplus or Deficit on the
Provision of Services in the Comprehensive Income and Expenditure Statement as part of Non
Distributed Costs;

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

« expected return on assets — the annual investment return on the fund assets attributable to the
Authority, based on an average of the expected long-term return — credited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement;

« gains or losses on settlements and curtailments — the result of actions to relieve the Authority of
liabilities or events that reduce the expected future service or accrual of benefits of employees —
debited or credited to the Surplus or Deficit on the Provision of Services in the Comprehensive
Income and Expenditure Statement as part of Non Distributed Costs;

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

« contributions paid to the pension fund — cash paid as employer’s contributions to the pension
fund in settlement of liabilities; not accounted for as an expense.

In relation to retirement benefits, statutory provisions require the General Fund balance to be charged
with the amount payable by the Authority 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 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.
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Discretionary Benefits

The Authority also has restricted powers to make discretionary awards of retirement benefits in the event
of early retirements. Any liabilities estimated to arise as a result of an award to any member of staff are
accrued in the year of the decision to make the award and accounted for using the same policies as are
applied to the Local Government Pension Scheme.

ix. Events After the Balance Sheet Date

Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur
between the end of the reporting period and the date when the Statement of Accounts is authorised for
issue. Two types of events can be identified:
« those that provide evidence of conditions that existed at the end of the reporting period — the
Statement 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.

X. Financial Instruments
Financial Liabilities

Financial liabilities, which includes trade payables (creditors) are recognised on the Balance Sheet when
the Authority becomes a party to the contractual provisions of a financial instrument and are initially
measured at fair value and are carried at their amortised cost.

Financial Assets

Financial assets are classified into two types:
+ loans and receivables — assets that have fixed or determinable payments but are not quoted in
an active market;

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

The Authority’s financial assets include bank deposits, trade receivables (debtors), cash investments and
loans which are all classified as loans and receivables, also assets that have fixed or determinable
payments but are not quoted in an active market.

Loans and Receivables

Loans and receivables are recognised on the Balance Sheet when the Authority 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.

xi. Foreign Currency Translation

Where the Authority has entered into a transaction denominated in a foreign currency, the transaction is
converted into sterling at the exchange rate applicable on the date the transaction was effective. Where
amounts in foreign currency are outstanding at the year-end, they are reconverted at the spot exchange
rate at 31 March. Resulting gains or losses are recognised in the Financing and Investment Income and

Expenditure line in the Comprehensive Income and Expenditure Statement.
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xii. Government Grants and Contributions

Whether paid on account, by instalments or in arrears, government grants and third party contributions
and donations are recognised as due to the Authority when there is reasonable assurance that:
« the Authority will comply with the conditions attached to the payments, and

« the grants or contributions will be received.

Amounts recognised as due to the Authority are not credited to the Comprehensive Income and
Expenditure Statement until conditions attached 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
relevant service line (attributable revenue grants and contributions) or Taxation and Non-Specific Grant
Income (non-ringfenced revenue grants and all capital grants) in 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
Unapplied reserve are transferred to the Capital Adjustment Account once they have been applied to fund
capital expenditure.

xiii. Intangible Assets

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

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 Authority will be able
to generate future economic benefits or deliver service potential by being able to sell or use the asset.
Expenditure is capitalised where it can be measured reliably as attributable to the asset and is restricted
to that incurred during the development phase (research expenditure cannot be capitalised).

Intangible assets are measured initially at cost. Amounts are only revalued where the fair value of the
assets held by the Authority can be determined by reference to an active market. In practice, no
intangible asset held by the Authority meets this criterion, and they are therefore carried at amortised
cost. The depreciable amount of an intangible asset is amortised over its useful life to the relevant service
line(s) in the Comprehensive Income and Expenditure Statement. Any gain or loss arising on the disposal
or abandonment of an intangible asset is posted to the Other Operating Expenditure line in the
Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes,
amortisation, impairment 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 out of the General Fund Balance in
the Movement in Reserves Statement and posted to the Capital Adjustment Account and for any sale
proceeds, the Capital Receipts Reserve.

xiv. Interests in Companies and Other Entities

Kent Police has a contractual relationship with Kent County Council for some services including Treasury
Management and Pensions administration. Collaborative work is on-going with Essex Police aimed at
increasing service provision and quality whilst reducing costs where ever possible. Examples of this
include payment to Essex Police for a contracted number of hours use of their Air Support Unit; a joint
Serious Crime Directorate covering both Kent and Essex and preliminary work on IT infrastructure (see
Jointly Controlled Operations policy).
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The Authority does not however, have any interests in companies or other entities that have the nature
of subsidiaries, associates or joint ventures and so is not required to prepare group accounts.

xV. Inventories
Inventories are included in the Balance Sheet at the lower of cost and net realisable value.

For Kent Police this includes specialist equipment such as speedcuffs and asps, as well as vehicles parts
and fuel held at the Transport Services workshops. Uniform stores are contracted out to an external
supplier with only sizing samples being retained centrally.

xvi. Investment Property

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.

Kent Police Authority have agreed in some instances to retain ownership of premises no longer
operationally required by Kent Police until the property market recovers from its current low position. The
Authority also has 4 former police houses which it rents to private individuals on short term agreements.
These assets are therefore classified as investment properties.

Investment properties are measured initially at cost and subsequently at fair value, 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 General Fund Balance.
The gains and losses are therefore reversed out of the General Fund Balance in the Movement in
Reserves Statement and posted to the Capital Adjustment Account and for any sale proceeds, the Capital
Receipts Reserve.

xvii. Jointly Controlled Operations

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

The Authority has a number of such agreements:
e The Joint Serious Crime Directorate;
*  The Joint Procurement Department;
»  The Joint Information Services Department.
«  The Joint Marine Unit

Each of these are jointly controlled operations between the Police Authorities of Kent and Essex.

xviii. 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, plant or equipment 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.
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The Authority 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 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 Authority are added to the carrying amount of the asset.
Premiums paid on entry into a lease are applied to writing down the lease liability. Contingent rents are
charged as expenses in the periods in which they are incurred.

Lease payments are apportioned between:
« a charge for the acquisition of the interest in the property, plant or equipment — applied to write
down the lease liability, and

« afinance charge (debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement).

Property, Plant and Equipment recognised under finance 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 asset’s estimated useful life (where ownership of the asset does not transfer to the authority at the
end of the lease period).

The Authority is not required to raise council tax to cover depreciation or revaluation and impairment
losses arising on leased assets. Instead, a prudent annual contribution is made from revenue funds
towards the deemed capital investment in accordance with statutory requirements. Depreciation and
revaluation and impairment losses are therefore substituted by a revenue contribution in 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.

Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure
Statement as an expense of the services benefitting from use of the leased property, plant or equipment.
Charges are made on a straight-line basis over the life of the lease, even if this does not match the
pattern of payments (eg there is a rent-free period at the commencement of the lease).

The Authority as Lessor

Operating Leases

Where the Authority grants an operating lease over a property or an item of plant or equipment, the
asset is retained in the Balance Sheet. Rental income is credited to the Other Operating Expenditure line
in the Comprehensive Income and Expenditure Statement. Credits are made on a straight-line basis over
the life of the lease, even if this does not match the pattern of payments (eg there is a premium paid at
the commencement of the lease). Initial direct costs incurred in negotiating and arranging the lease are
added to the carrying amount of the relevant asset and charged as an expense over the lease term on
the same basis as rental income.

xix. Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from the supply or service
in accordance with the costing principles of the CIPFA Best Value Accounting Code of Practice 2010/11
(BVACOP).

The total absorption costing principle is used — the full cost of overheads and support services are shared
between users in proportion to the benefits received, with the exception of:
» Corporate and Democratic Core — costs relating to the Authority’s status as a multi-functional,
democratic organisation.
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* Non Distributed Costs — the cost of discretionary benefits awarded to employees retiring early
and impairment losses chargeable on Assets Held for Sale.
These two cost categories are defined in BVACOP and accounted for as separate headings in the
Comprehensive Income and Expenditure Statement, as part of Net Expenditure on Continuing Services.

xx. 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, or for administrative purposes and that are expected to be used during more than
one financial year are classified as Property, Plant and Equipment. Spending on these assets is capitalised
if the asset will bring benefits to the Authority for more than one year and was in excess of the
Authority’s agreed de-minimus level for capital expenditure of £12,000. All motorised vehicles are also
classified as non-current assets regardless of their cost or value at acquisition.

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 Authority 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 (ie repairs and maintenance) is charged as an expense to the Comprehensive Income &
Expenditure Statement when it is incurred.

Measurement

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

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

The Authority 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. Donated assets are
measured initially at fair value. The difference between fair value and any consideration paid is credited
to the Taxation and Non-Specific Grant Income line of the Comprehensive Income and Expenditure
Statement, unless the donation has been made conditionally. Until conditions are satisfied, the gain is
held in the Donated Assets Account. Where gains are credited to the Comprehensive Income and
Expenditure Statement, they are reversed out of the General Fund Balance to the Capital Adjustment
Account in the Movement in Reserves Statement.

Assets are then carried in the Balance Sheet using the following measurement bases:
« assets under construction — depreciated historical cost

« all other assets — fair value, determined as the amount that would be paid for the asset in its
existing use (existing use value — EUV).

Where there is no market-based evidence of fair value because of the specialist nature of an asset,
depreciated replacement cost (DRC) is used as an estimate of fair value.

Where non-property assets that have short useful lives or low values (or both), depreciated historical cost
basis is used as a proxy for 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.
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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 a loss previously charged to a service.

Where decreases in value are identified, they are accounted for by:
« where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the
carrying amount of the asset is written down against that balance (up to the amount of the
accumulated gains)

+ where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying
amount of the asset is written down against the relevant service line(s) in the Comprehensive
Income and Expenditure Statement.

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

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 this is less than the carrying amount of the
asset, an impairment loss is recognised for the shortfall.

Where impairment losses are identified, they are accounted for by:
» where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the
carrying amount of the asset is written down against that balance (up to the amount of the
accumulated gains)

« where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying
amount of the asset is written down against the relevant service line(s) in the Comprehensive
Income and Expenditure Statement.

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

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of
their depreciable amounts over their useful lives. An exception is made for assets without a determinable
finite useful life (ie freehold land) and assets that are not yet available for use (ie assets under
construction).

Deprecation is calculated on the following bases:
» buildings — straight-line allocation over the useful life of the property as estimated by the valuer

« vehicles, plant, furniture and equipment — straight-line allocation over the useful life of each
asset, as advised by a suitably qualified officer

Where an item of Property, Plant and Equipment asset has major components whose cost is significant in
relation to the total cost of the item, the components are depreciated separately.

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

When it becomes probable that the carrying amount of an asset will be recovered principally through a
sale transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale. The
asset is revalued immediately before reclassification and then carried at the lower of this amount and fair
value less costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is
posted to the Other Operating Expenditure line in the Comprehensive Income and Expenditure
Statement. Gains in fair value are recognised only up to the amount of any previously losses recognised
in the Surplus or Deficit on Provision of Services. Depreciation is not charged on Assets Held for Sale.

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

recoverable amount at the date of the decision not to sell.

Assets classified as held for sale on the balance sheet satisfy the following criteria laid down by the
International Accounting Standards Board:

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

+ The sale must be highly probable, senior management must be committed to the plan to sell the
asset and an active programme to locate a buyer and complete the plan must have been
initiated.

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

+ The sale should be expected to be completed within one year of the date of classification.

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

When an asset is disposed 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 Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement as part of the gain or loss on
disposal. Receipts from disposals (if any) are 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). 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. 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 council tax, as the cost of fixed assets is fully
provided for under separate arrangements for capital financing. Amounts are appropriated to the Capital
Adjustment Account from the General Fund Balance in the Movement in Reserves Statement.

xXi. Private Finance Initiative (PFI) and Similar Contracts

PFI and similar contracts are agreements to receive services, where the responsibility for making
available the property, plant and equipment needed to provide the services passes to the PFI contractor.
As the Authority is deemed to control the services that are provided under its PFI schemes, and as
ownership of the property, plant and equipment will pass to the Authority at the end of the contracts for
no additional charge, the Authority carries the assets used under the contracts on its Balance Sheet as
part of Property, Plant and Equipment.

The original recognition of these assets at fair value (based on the cost to purchase the property, plant
and equipment) was balanced by the recognition of a liability for amounts due to the scheme operator to
pay for the capital investment.

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

The amounts payable to the PFI operators each year are analysed into five elements:
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« fair value of the services received during the year — debited to the relevant service in the
Comprehensive Income and Expenditure Statement

« finance cost — an interest charge on the outstanding Balance Sheet liability, debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement

« contingent rent — increases in the amount to be paid for the property arising during the contract,
debited to the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement

« payment towards liability — applied to write down the Balance Sheet liability towards the PFI
operator (the profile of write-downs is calculated using the same principles as for a finance lease)

+ lifecycle replacement costs — proportion of the amounts payable is posted to the Balance Sheet
as a prepayment and then recognised as additions to Property, Plant and Equipment when the
relevant works are eventually carried out.

xxii. Provisions, Contingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the Authority 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. For instance, the Authority may be
involved in a court case that could eventually result in the making of a settlement or the payment of
compensation.

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

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

Where some or all of the payment required to settle a provision is expected to be recovered from another
party (eg from an insurance claim), this is only recognised as income for the relevant service if it is
virtually certain that reimbursement will be received if the authority settles the obligation.

Contingent Liabilities

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

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

A contingent asset arises where an event has taken place that gives the authority a possible asset whose
existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly

within the control of the authority.

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

The Authority sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by appropriating amounts out of the General Fund Balance in the
Movement in Reserves Statement. When expenditure to be financed from a reserve is incurred, it is
charged to the appropriate service in that year to score against the Surplus or Deficit on the Provision of
Services in the Comprehensive Income and Expenditure Statement. The reserve is then appropriated
back into the General Fund Balance in the Movement in Reserves Statement so that there is no net
charge against council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current assets, financial

instruments, retirement and employee benefits and do not represent usable resources for the Authority —
these reserves are explained in the relevant policies.

xxiv. VAT

VAT payable is included as an expense only to the extent that it is not recoverable from Her Majesty’s
Revenue and Customs. VAT receivable is excluded from income.

Note 2 - Accounting Standards Issued, Not Adopted

FRS30 Heritage Assets has been issued but is yet to be adopted by the Code. Although Kent Police has a
Museum, www.kent-police-museum.co.uwith a range of interesting and important documents and
exhibits none are of a significant financial value to warrant including with the annual accounts.

Note 3 - Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 1, the Authority has had to make certain judgements
about complex transactions or those involving uncertainty about future events. The critical judgements
made in the Statement of Accounts are:

« There is a high degree of uncertainty about future levels of funding for local government.
However, the Authority has determined that this uncertainty is not yet sufficient to provide an
indication that the assets of the Authority might be impaired as a result of a need to close
facilities and reduce levels of service provision.

+ The Authority has £7.9m deposited with the Icelandic banks Glitnir and Landsbanki which are in
administration. A decision by the courts is being sought as to whether the Authority will have the
status of a preferred creditor or whether the amount will have to be written off. Legal advice has
been obtained to support a judgement that this status will be secured and that the full amount of
the deposit will be repaid.

« The PFI accounting models which calculate the future liabilities for interest and capital
repayments are based on the current retail price index as listed by the Office of National
Statistics. This is reviewed annually, with any change affecting the current year and future years
charges.

» The Pensions liability relating to both Police Officers and staff has been valued in line with the

Consumer Price Index as opposed to the Retail Price Index. This change was introduced by the
Chancellor of the Exchequer in his Emergency Budget in June 2010.

Note 4 - Assumptions Made about the Future and Other Major Sources of Estimation
Uncertainty

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

The items in the Authority’s Balance Sheet at 31 March 2011 for which there is a significant risk of material adjustment
in the forthcoming financial year are as follows:

Pension Schemes

The sensitivities regarding the principal assumptions used to measure the Police Pension Schemes’ liabilities are set out
below:

Change in financial assumption at year ended 31% Approximate % increase to | Approximate monetary amount

March 2011 Employer Liability £'000's
0.5% decrease in Real Discount rate 10% 181,000
1 year increase in member life expectancy

3% 54,600
0.5% increase in the salary increase rate 2% 35,400
0.5% increase in the pensions increase rate (CPI) 8% 142,400

The following table sets out the impact of a small change in the discount rates on the defined benefit obligation and
projected service cost of the Local Government Pension Scheme along with a +/- year age rating adjustment to the
mortality assumption.

Sensitivity analysis £'000’s £'000’s £'000’s
Adjustment to discount rate +0.1% 0.0% -0.1%
Present value of total obligation 238,507 245,306 252,324
Projected service cost 11,657 12,215 12,792
Adjustment to mortality rating assumption +1 year None -1 Year
Present value of total obligation 236,183 245,306 254,542
Projected service cost 11,601 12,215 12,837

Insurance Provisions

The insurance provision is based on information received from the Authority’s insurers and represents claims against
which Kent Police reasonably expects to pay out. Many of these potential claims are estimates based on the opinions of
experienced professionals within the industry.

Property Plant and Equipment

Assets are depreciated over useful lives that are dependant on assumptions about the level of repairs and maintenance
that will be incurred in relation to individual assets. The current economic climate makes it uncertain that the Authority
will be able to sustain its current spending on repairs and maintenance, bringing into doubt the useful lives assigned to
assets. If the useful lives are reduced, depreciation increases and the carrying amount of each asset falls.

Note 5 - Material Items of Income and Expense

Non-Distributed Costs & Exceptional Items in the Net Cost of Services section of the Comprehensive Income and
Expenditure Statement are comprised of costs which arise for the Authority but are not attributable to individual service
segments. This includes Past Service Costs relating to retirement benefits (decisions made in year whose effects are
influenced by employee’s service earned in preceding financial years).

The Emergency Budget in June 2010 changed the valuation method of the pension liability from being based on the
Retail Price Index to the Consumer Price Index. This has resulted in negative Past Service Costs of £257,238,000.

Exceptional Items and Non-Distributed Costs £'000's
Past Service Costs relating to retirement benefits -257,238
Curtailments and settlements relating to retirement benefits 23
Total Exceptional Items -257,215
Impairment of Icelandic Bank investments 722
Depreciation on surplus assets 24
Total Non-Distributed Costs 746
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The Comprehensive Income and Expenditure Statement for the year ended 31% March 2011 does not include capital
expenditure or show any detail around the income received from disposal of surplus non-current assets. The following

table provides analysis of both expenditure and income for the year.

The Authority has a 5-year medium term capital programme that is supported by the Estate and Information Systems
Strategies and a vehicle renewal programme. The 5-year programme is funded from capital grants, capital receipts and

contributions from the revenue account. Capital expenditure during 2010/11 was £5.1m as follows:

Nature of expenditure £'000"s
Estates 1,450
IT 1,271
Vehicles and equipment 2,410
Total 5,131
Major acquisitions and disposals in 2010/11 £'000's
Acquisitions
*  Vehicle replacement programme 1,232
»  Front counters — refurbishment of subsidiary sites 729
»  Microsoft Office licences 358
+ Plant & equipment replacement programme 281
Disposals
» Former Police station — Rochester 1,100
» 19 Orchard Road, Otford 320
+ The Woodgate, High Street, Wingham 320

Note 6 - Events After the Balance Sheet Date

The Statement of Accounts was authorised for issue by the Treasurer on 29" 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.

There are no events after the Balance Sheet date which impact these financial statements.

Note 7 - Adjustments between Accounting Basis and Funding Basis under Regulations

This note details the adjustments that are made to the total comprehensive income and expenditure recognised by the
Authority in the year in accordance with proper accounting practice to the resources that are specified by statutory

provisions as being available to the Authority to meet future capital and revenue expenditure.

2010/11 Re-stated
2009/10
£'000's £'000's
Total Comprehensive Income and Expenditure -285,587 768,744
Pensions adjustments in line with IAS 19
»  Current and Past Service costs charged to the Net Cost of Services 171,559 -43,642
» Expected Return on Assets charged to Financing & Investment Income
and Expenditure -109,477 -102,368
» Actuarial gains / losses on pension funds charged to other income and
expenditure 182,910 -648,817
Police Officer superannuation contributions payable into the pension fund 31,451 30,740
PSE superannuation contributions payable into the pension fund 10,040 9,977
Depreciation on Non-current and intangible assets charged to the Net Cost of
Services -10,446 -15,045
Impairments of Non-current & intangible assets charged to the Net Cost of
Services -4,544 -35,296
Impairments on investments charged to the Net Cost of Services -645 -3,311
Interest on Icelandic investments credited to Financing & investment income 658 1,098
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Reduction of impairment on Police Pay Loan 13 0
Capital Grants and Contributions credited to Taxation and non-specific grant
income 3,431 3,520
Donated assets credited to the Net Cost of Services 3 32
Short term compensated absences credited to the Net Cost of Services 247 -396
Kent Police’s share of amounts owing on the Precept credited to Taxation and
non-specific grant income 2,580 -999
Reversal of previous impairments affecting the Net Cost of Services 3,387 1,564
Surplus / deficit arising on revaluation of assets charged to other income and
expenditure -375 39,129
Surplus / deficit arising on revaluation of financial instruments charged to
other income and expenditure 50 259
Additional IFRS adjustments not affecting the General Fund 65 0
Sub-total 280,907 -763,555
Movements in reserves
Transfer to Earmarked Reserves 10,380 3,978
Transfer from Earmarked Reserves -5,700 -9,167
Total movement in Reserves 4,680 -5,189
Total impact on General Fund 0 0

This shows that due to prudent management of the Authority’s financial resources there is no impact on the General
Fund balance for the year. Net expenditure for the year is therefore covered by non-specific grants and taxation.

Note 8 - Transfers to/from Earmarked Reserves

This note sets out the amounts set aside from earmarked reserves to provide financing for future expenditure plans and
the amounts posted back from earmarked reserves to meet General Fund expenditure in 2010/11.

At 1 April | Transfers | Transfers | As at 31%* | Transfers | Transfers As at
2009 in out | March 2010 in out 31
Re-stated Re-stated March
2011
£'000’s £'000’s £'000’s £'000’s £'000’s £'000’s £'000’s
General Fund 5,994 0 0 5,994 0 0 5,994
Other Earmarked Reserves
«  Budget Roll Forward
/ PSA1 0 1,329 0 1,329 1,191 -1,961 559
+ Invest to save 531 500 -531 500 0 0 500
» Desktop Migration 9294 0 -408 586 286 0 872
» POCA Incentivisation 355 510 -854 11 1,745 -788 968
» Budget Equalisation 7,500 1,001 -5,810 2,691 5,250 -1,850 6,091
+ Redundancy &
Relocation 0 0 0 0 1,908 0 1,908
» Insurance 6,372 0 -1,563 4,809 0 -1,101 3,708
Total 21,746 3,340 -9,166 15,920 10,380 -5,700 | 20,600
Note 9 - Financing and Investment Income and Expenditure
2010/11 2009/10
£000's £000's
Interest payable and similar charges 4,694 4,745
Pensions interest cost and expected return on pensions assets 109,477 102,368
Interest receivable and similar income -918 -1,544
Total 113,253 105,569
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Note 10 - Taxation and Non-Specific Grant Income

2010/11 2009/10
£'000’s £'000’s
Council tax income 90,293 83,349
National non-domestic rates 70,881 64,479
Non-ringfenced Government grants 132,239 133,386
Home Office Pensions Grant 9,724 10,082
Capital grants and contributions 3,431 3,520
Total 306,568 294,816
Note 11 - Property, Plant and Equipment
Land & Vehicles, Surplus | Assets under Total
Buildings Plant & Assets | Construction
Equipment
£'000's £'000's £'000's £'000's £'000's
Cost or Valuation
At 1% April 2010 205,574 65,520 1,268 444 | 272,806
Additions 337 2,854 151 901 4,243
Donations 0 0 0 0 0
Revaluation increases / (deceases)
recognised in the Revaluation Reserve -7,021 0 6 0 -7,015
Revaluation increases / (deceases)
recognised in the Surplus / Deficit on
the Provision of Services -255 0 0 0 -255
Derecognition — disposals 0 -15,576 0 -944 -16,520
Derecognition — other 0 0 0 0 0
Assets reclassified (to) / from Held for
Sale 0 0 -850 0 -850
Other movements in cost or valuation -1,968 0 1,538 0 -430
As at 31° March 2011 196,667 52,798 2,113 401 | 251,979
Accumulated Depreciation &
Impairment
At 1% April 2010 -13,969 -48,988 -103 0 -63,060
Depreciation charge -3,847 -4,281 -17 0 -8,145
Depreciation written out to the
Revaluation Reserve 0 0 0 0 0
Surplus / Deficit on the Provision of
Services 0 0 0 0 0
Impairment losses / (reversals)
recognised in the Revaluation
Reserves 0 0 0 0 0
Impairment losses / (reversals)
recognised in the Surplus / Deficit on
the Provision of Services 0 0 0 0 0
Derecognition - disposals 0 15,156 0 0 15,156
Derecognition — other 0 0 0 0 0
Other movements in depreciation and
impairment 1,968 0 19 0 1,987
At 31° March 2011 -15,848 -38,113 -101 0| -54,062
Net Book Value
At 31 March 2011 180,819 14,685 2,012 401 | 197,917
At 31°* March 2010 191,613 16,532 1,165 444 | 209,754
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Comparative Movements in 2009/10 — re-stated

Land & Vehicles, Surplus | Assets under Total
Buildings Plant & Assets | Construction
Equipment

£'000’s £'000’s £'000’s £'000’s £'000’s
Cost or Valuation
At 1% April 2009 200,938 62,076 11,627 9| 274,650
Additions 23 4,873 221 1,695 6,812
Donations 0 0 0 0 0
Revaluation increases / (deceases)
recognised in the Revaluation Reserve 4,901 0 -10,487 -1,263 -6,849
Revaluation increases / (deceases)
recognised in the Surplus / Deficit on
the Provision of Services 0 0 0 0 0
Derecognition — disposals -280 -1,446 -73 0 -1,799
Derecognition — other 0 0 0 0 0
Assets reclassified (to) / from Held for
Sale 0 17 -20 3 -23,197
Other movements in cost or valuation 0 0 0 0 0
As at 31° March 2010 205,582 65,520 1,268 444 | 272,814
Accumulated Depreciation &
Impairment
At 1% April 2009 -10,766 -44,486 -770 0 -56,022
Depreciation charge -4,573 -5,561 -34 0 -10,168
Depreciation written out to the
Revaluation Reserve 1,343 0 648 0 1,991
Surplus / Deficit on the Provision of
Services 0 0 0 0 0
Impairment losses / (reversals)
recognised in the Revaluation
Reserves 0 0 0 0 0
Impairment losses / (reversals)
recognised in the Surplus / Deficit on
the Provision of Services 0 0 0 0 0
Derecognition - disposals 27 1,059 53 0 1,139
Derecognition — other 0 0 0 0 0
Other movements in depreciation and
impairment 0 0 0 0 0
At 31°* March 2010 -13,969 -48,988 -103 0 -63,060
Net Book Value
At 31° March 2010 191,613 16,532 1,165 444 | 209,754

The entire Kent Police estate was revalued for the 2009/10 Statement of Accounts and 20% revalued for the 2010/11
accounts as part of the 5 year rolling programme of revaluations as specified by CIPFA.

The valuations have been made in accordance with the RICS Valuation Standards 6™ Edition (the Red Book) as
published by the Royal Institution of Chartered Surveyors, so far as these are consistent with Kent Police accounting
policy. The valuation was prepared by S P Conrathe BSc(Hons) BSc(Surv) MRICS of the company Mouchel who are an
external organisation and have no ties to Kent Police.

The effective date of the valuation is 1% April 2010.

Componentisation has been introduced under International Financial Reporting Standards with effect from 1% April
2010. This affects all Property, Plant and Equipment purchased or re-valued since that date. Componentisation has
resulted in different useful lives and therefore depreciation costs within a parent asset where separate, identifiable
sub-assets can be valued. This adds accuracy to the depreciation charges made to the Comprehensive Income and

Expenditure Statement.
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Note 12 - Investment Properties

The following items of income and expense have been accounted for in the Financing and Investment Income and

Expenditure line in the Comprehensive Income and Expenditure Statement:

2010/11 | 2009/10

£'000's £'000's

Rental income from investment properties 37 34
Net gain / (loss) 468 0

The Authority has no contractual obligations to purchase, construct or develop investment property or repairs,

maintenance or enhancement.

The following table summarises the movement in the fair value of investment properties over the year:

2010/11 | 2009/10
£'000's £'000's
At 1° April 20,241 21,717
Additions:
- Purchases 0 0
- Subsequent expenditure 9 0
Disposals
Net gain / loss from fair value adjustments 564 0
Transfers:
- to / from inventories 0 0
- to / from Property, Plant & Equipment -1,721 0
- to / from Assets held for sale -619
Other Changes — sale of properties -3,326 -857
At 31° March 15,767 20,241

Note 13 - Intangible Assets

The Authority 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 internally generally 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 Authority. The useful lives assigned to the major software suites used by the Authority are:

Internally Generated Assets

Other Assets

0 - 3 years

Genesis (The Authority’s crime
recording database)

4 - 6 years Sprint 2 (Network management software)

Genesis, Kestral (Microsoft Office
upgrade), SAP (encompassing Payroll,
Finance, HR and Duty Management

systems)

Locard (the Authority’s forensic management
system); Disaster Recovery

7 - 10 years

Airwaves

11 — 15 years

ANPR (Automatic Number Plate
Recognition), NSPIS Broker

The carrying amount of intangible assets is amortised on a straight-line basis. The amortisation of £2,300,000
charged to revenue in 2010/11 was charged to the IT cost centres and then absorbed as an overhead across all the
service headings in the Net Expenditure of Services. IT costs are apportioned according to the number of computers

used by each segment of service so the proportions are as follows:
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Percentage Amount
£'000's
Local Policing 43% 988
Dealing with the public 7% 162
Criminal Justice 13% 297
Roads Policing 3% 73
Specialist Operations 4% 82
Intelligence 2% 54
Specialist Investigations 14% 323
Investigative Support 4% 90
National Policing 9% 214
Corporate & Democratic Core 1% 17
Non-distributed costs 0 0
Total 2,300
The movement on Intangible Asset balances during the year is as follows:
2010/11 2009/10
Internally Other Total Internally Other Total
generated Assets generated Assets
assets assets
£'000's £'000's £'000's £000's £'000's £'000's
At 1% April
Gross carrying amounts 1,908 14,500 16,408 1,899 14,197 16,096
Accumulated amortisation -1,701 -9,784 -11,485 -1,571 -7,664 -9,235
Net carrying amount at the
start of year 207 4,716 4,923 328 6,533 6,861
Additions:
Internal development 59 821 880 0 0 0
Purchases 0 0 0 9 303 312
Assets reclassified as held for sale 0 0 0 0 0 0
Other disposals 0 -527 -527 0 0 0
Revaluation increases or
decreases 0 0 0 0 0 0
Impairment losses recognised or
reversed directly in the
Revaluation Reserve 0 0 0 0 0 0
Impairment losses recognised in
the Surplus / Deficit on the
Provision of Services 0 0 0 0 0 0
Reversals of past impairment
losses written back to the Surplus
/ Deficit on the Provision of
Services 0 0 0 0 0 0
Amortisation for the period -124 -2,176 -2,300 -130 -2,121 -2,251
Other changes 0 526 526 0 0 0
Net carrying amount at the
end of the year 142 3,360 3,502 207 4,715 4,922
Comprising
Gross carrying amounts 1,967 14,794 16,761 1,908 14,500 16,408
Accumulated amortisation -1,825 -11,434 -13,259 -1,701 -9,785 -11,486

Note 14 - Financial Instruments

The term financial instrument refers to any contract that gives rise to a financial asset or liability within an authority.
For Kent Police this includes temporary investments, trade debtors and creditors as well as the Insurance Provision

and Finance Leases.
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Financial Instruments Balances

The borrowings and investments disclosed in the Balance Sheet are made up of the following categories of financial

instruments.

At 31/03/10 At 31/03/11
Long Term Current] Long Term Current
£'000 £'000 £'000 £'000
0| (26,845)| Financial liabilities at amortised cost 0 (22,079)

0 0| Financial liabilities at fair value through profit and loss
0| (26,845)|Total Borrowings 0 (22,079)
At 31/03/10 At 31/03/11

Long Term Current Long Term Current
£000 £'000 £'000 £'000
0 30,102 | Cash and Cash Equivalents 0 41,939
6,805 20,379| Loans and receivables 3,709 12,298
6,805 50,481 | Total Investments 3,709 54,237

Financial Instruments Gains / Losses

The gains and losses recognised in the Comprehensive Income and Expenditure Statement in relation to financial
instruments are made up as follows:

Financial Financial Assets
Liabilities
Liabilities Loans and Available-for- Total
measured at receivables sale assets
amortised cost
£000 £000 £'000 £'000
Interest expense 4,635 0 0 4,635
Loss on derecognition 0 0 0 0
Impairment losses 0 0 0 0
Interest payable and similar charges 4,635 0 0 4,635
Interest income 0 0 -918 -918
Discounting of financial assets 0 19 0 19
Impairment of assets (see below) 0 0 4,033 4,033
Interest and investment income 0 19 3,115 3,134
Early in October 2008, the Icelandic banks Landsbanki, Kaupthing and Glitnir collapsed and the UK subsidiaries of the
banks, Heritable and Kaupthing Singer and Friedlander went into administration. The authority had £11.1m deposited
across three of these institutions, with varying maturity dates and interest rates as follows:
Bank Date Maturity Amount Interest | Carrying Amount Impairment
Invested Date Invested Rate
(£'000) (£'000) (£'000)
Glitnir 28/08/08 26/11/08 2,000 6.00% 2,501 630
Heritable 30/09/08 24/10/08 2,000 6.15% 850 223
Heritable 25/09/08 12/12/08 1,200 6.18% 515 139
Landsbanki 30/09/08 24/10/08 2,000 6.15% 2,492 1,042
Landsbanki 18/09/08 16/01/08 1,000 6.00% 1,244 513
Landsbanki 08/02/08 06/02/09 2,900 5.40% 3,728 1,486
Total 11,100 11,330 4,033
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Interest accruing against these investments has been credited to the Comprehensive Income and Expenditure
Statement as Investment interest income. This has been calculated in accordance with the latest CIPFA guidance and

is as follows:
Bank Interest credited to the
Comprehensive Income and
Expenditure Statement
£000's
Glitnir 311
Heritable 494
Landsbanki 951
Total 1,756

The impairment loss recognised in the Comprehensive Income and Expenditure Statement in 2010/11, £3.9m, is
comprised of two elements: The anticipated non-recoverable amount based on the information given below (£0.8m);
and an amount calculated by discounting the assumed cash flows at the effective interest rate of the original deposits
in order to recognise the reduction in value of the deposits over time (£3.1m).

Adjustments to the assumptions will be made in future accounts as more information becomes available.

The Authority has taken treated this investment as a Financial Instrument and a sum of £3.1m has been transferred
to the Financial Instruments Adjustment Account. With only the non-recoverable amount being written off through
the Comprehensive Income and Expenditure Account.

All monies within these institutions are currently subject to the respective administration and receivership processes.
The amounts and timing of payments to depositors such as the Authority will be determined by the administrators /
receivers.

The current situation with regards to recovery of the sums deposited varies between each institution. Based on the

latest information available the Authority considers that it is appropriate to consider an impairment adjustment for the
deposits, and has taken the action outlined below. As the available information is not definitive as to the amounts and
timings of payments to be made by the administrators / receivers, it is likely that further adjustments will be made to

the accounts in future years.

These figures are based on the position as at the end of May and incorporate the latest guidance from CIPFA’s Local
Authority Accounting Panel. The situation is still very fluid and will be for some time. It is however likely that there
will be additional developments over the next couple of months/years affecting these investments.

Glitnir Bank hf

Glitnir Bank hf is an Icelandic entity. Following steps taken by the Icelandic Government in early October 2008 its
domestic assets and liabilities were transferred to a new bank (new Glitnir) with the management of the affaires of
Old Glitnir being placed in the hands of a resolution committee. Old Glitnir's affairs are being administered under
Icelandic law. The latest financial information available regarding Glitnir was presented to the creditors meeting on 6™
August 2010. On 1 April 2011 the Reykjavik District Court issued a verdict confirming that local authorities’ claims
(including Kent Police’s) qualified for priority under Article 112 of Icelandic Bankruptcy legislation although this
decision is being appealed in the Icelandic Supreme Court.

If local authority deposits do not enjoy priority status, the expected recovery is approximately 29% with payment
being made no earlier than October 2011. The following table illustrates the expected repayment amounts and
schedule for each scenario.

Priority Status No Priority Status

Date Percentage Amount Percentage Amount

October 2011 - - 4.35% £87,000
December 2011 100% £2,000,000 - -
October 2012 - - 4.35% £87,000
October 2013 - - 4.35% £87,000
October 2014 - - 4.35% £87,000
October 2015 - - 11.60% £232,000
Total 100% £2,000,000 29.00% £580,000
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Following guidance from CIPFA and consultation with Kent County Council who manage investments on our behalf,
Kent Police have elected to treat these investments as though priority status is awarded as this is considered to be
the most likely result of the appeal to the legal case. The impairment therefore reflects the loss of interest to the
authority until the funds are repaid. Readers of the accounts should note however that priority creditor status is by no
means a certainty and if not granted will affect the amount of recovery significantly.

Heritable Bank

Heritable bank is a UK registered bank under Scots law. The company was placed in administration on 7 October
2008. The latest Administrators report, issued in February 2011 noted that current projections suggest a return to
creditors of 79% — 85% of the original investment plus interest. To date five repayments have been made to Kent
Police. The amounts shown below represent the cash received against the original investment and this amount
expressed as a percentage of the total sum invested in Heritable Bank.

Date Amount repaid Percentage |
30" July 2009 £516,032 16.13%
18" December 2009 £405,120 12.66%
30" March 2010 £198,178 6.19%
16" July 2010 £200,781 6.27%
18" October 2010 £132,397 4.14%
14" January 2010 £150,943 4.72%
Total £1,603,451 50.11%

Guidance from CIPFA in Local Authority Accounting Panel Bulletin 82 — update no. 4 recommends the following
repayment schedule be used. The schedule is based on expected total dividends of 84.98% of the claim. Although
this is at the top end of the expected range quoted by the administrators, this is in line with previous CIPFA advice.

Date Repayment Date Repayment
April 2011 6.25% April 2012 5.00%
July 2011 5.00% July 2012 5.00%
October 2011 5.00% October 2012 3.62%
January 2011 5.00%

Recoveries are expressed as a percentage of the authority’s claim in the administration.
Landsbanki

Landsbanki Islands hf is an Icelandic entity. Following steps taken by the Icelandic Government in early October 2008
its domestic assets and liabilities were transferred to a new bank (new Landsbanki) with the management of the
affairs of Old Landsbanki being placed in the hands of a resolution committee. Old Landsbanki’s affairs are being
administered under Icelandic law. The latest public presentation of its affairs was made to creditors on 23 August
2010 and confirms that a settlement has been reached between Landsbanki and the successor bank in Iceland (NBI)
about the way in which the successor will compensate Landsbanki for the assets taken over.

The Local Authority Accounting Panel considers, on the basis of legal advice obtained by local authorities and advice
provided by the Local Government Association, that the most likely outcome is that Kent Police will enjoy priority
status for its claim. Such status would result in an estimated 94.85% return, if however priority status is not awarded
this return rate will drop to 38.21% with payments being made much later.

Readers of the Statement of Accounts should be aware that the result of legal proceedings is by no means
guaranteed and should priority status not be awarded the impairment of investments will be significantly greater.

The following table illustrates the difference in repayment profile and amount dependent on whether the Authority is
given priority status or not:
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Priority Status No Priority Status

Date Percentage Amount Percentage Amount

December 2011 22.17% £1,308,030 8.93% £526,870
December 2012 8.87% £523,330 3.57% £210,630
December 2013 8.87% £523,330 3.57% £210,630
December 2014 8.87% £523,330 3.57% £210,630
December 2015 8.87% £523,330 3.57% £210,630
December 2016 8.87% £523,330 3.57% £210,630
December 2017 8.87% £523,330 3.57% £210,630
December 2018 19.47% £1,148,730 7.84% £462,560
Total 94.86% £5,596,740 38.19% £2,253,210

A summary of the total amounts invested in the three Icelandic Banks, anticipated return and worse case return is

shown in the table below:

Bank Amount Invested Anticipated return | Percentage Worse case | Percentage

return anticipated return

return
£'000's £'000's % £'000's %

Glitnir 2,000 2,000 100.00 580 29.00
Heritable 3,200 2,719 84.97 2,528 79.00
Landsbanki 5,900 5,597 94.86 2,253 38.19
Total 11,100 10,316 92.94 5,361 48.30

This table does not include any discounting or interest accruing or potentially lost so shows different figures to the
table at the start of this section showing the impairment calculated on an accounting basis.

To mitigate the risk of potential future losses on investments the Authority has agreed to invest only in UK banks,

building societies and the Debt Management Office.

Note 15 - Inventories

Consumable stores

2010/11 2009/10

£'000’s £'000's

As at 1%t April 176 222

Purchases 5,063 4,115
Recognised as an expense / income in the year

-4,985 -4,156

Written (off) / back balances 1 -5

At as 31°" March 255 176

Note 16 - Debtors

31% March 2011 | 31 March 2010

Re-stated

£000’s £000’s

Central Government bodies 5,703 9,560
Other local authorities 3,044 3,092
Payments in advance 1,841 1,259
Staff advances 5 1,300
Other entities and individuals 4,285 4,168
Total 14,878 19,379

The decrease in debtors of £4.5m is primarily due to timings of the receipt of the Neighbourhood Policing and Specific
Operations grants from the Home Office. These were outstanding at 31 March 2010 and therefore regarded as
debtors whereas they were received in year in 2010/11.
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Staff advances of £1,265,000 relating to Police Officer commutations were outstanding as at 31% March 2010.
Although these had been paid in March they related to retirements in April. There were no such payments at 31

March 2011.

Note 17 - Cash and Cash Equivalents

The balance of cash and cash equivalents is made up of the following elements:

31% March 2011 | 31 March 2010
£'000’s £'000’s
Cash held by the Authority and Bank current accounts 35 1,155
Short term deposits held by banks, local authorities and Building Societies 31,400 28,309
Total Cash & Cash Equivalents 31,435 29,464
Note 18 - Assets Held for Sale
Current
2010/11 2009/10
£'000’s £'000’s
As at 1°* April 619 319
Assets newly classified as held for sale
e Property, Plant & Equipment 994 619
Revaluation losses 0 0
Revaluation gains 66 0
Impairment losses 0
Assets declassified as held for sale
e Property, Plant & Equipment 0 0
Assets sold -619 -319
Transfers from non-current to current 0 0
Other movements 0 0
As at 31 March 1,060 619

Note 19 - Creditors

31% March 2011

31% March 2010

£'000's Re-stated

£'000's

Central Government Bodies 121 91
Other Local Authorities 2,077 1,988
NHS Bodies 1 0
Receipts in Advance 1,319 2,058
Other entities and individuals 18,561 22,708
Total 22,079 26,845

The reduction in creditors of £4.7m is primarily related to a quicker turnover of invoices within the Authority’s
payments processing department combined with a decrease in volume of invoices brought about by Government

reduction in funding.

Note 20 — Provisions

A provision is a liability representing an amount set aside by the Authority for specific events or known costs which
can be quantified with a degree of accuracy and which the Authority is reasonably certain it will have to pay. Specific
provisions have been made for insurance claims and short term compensated absences as follows:
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Outstanding legal cases, | Short-tem accumulating Total
injury & damage | compensated absences
compensation claims provision
£'000's £'000's £'000's
Balance at 1** April 2,666 2,812 5,478
Additional Provisions made in
2010/11 1,316 1,756 3,072
Amounts used in 2010/11 -1,194 -137 -1,331
Unused amounts reversed in
2010/11 0 -1,866 -1,866
Balance at 31°' March 2,788 2,565 5,353

Note 21 - Usable Reserves

Movements in the Authority’s usable reserves are detailed in the Movement in Reserves Statement on page 22 and

note 8.

31% March 2011

31% March 2010

£'000’s Re-stated

£'000's

General Fund 5,994 5,994
Earmarked Reserves

Budget Roll Forward & PSA1 559 1,329

Invest to Save 500 500

Desktop Replacement 872 586

Proceeds of Crime Act Incentivisation 968 11

Budget Equalisation 6,091 2,691

Redundancy and re-location 1,908 0

Capital Receipts Reserve 13,249 11,035

Capital Contributions Unapplied Reserves 239 321

Insurance Fund 3,708 4,809

Total 34,088 27,276

Capital Receipts Reserve

31% March 2011

31% March 2010

£'000’s Re-stated

£'000’s

Balance at 1° April 11,035 10,148
Receipts and transfers during the year 2,903 4,047
Proceeds of disposals 4,778 2,067
Financing of non-current assets -5,467 -5,227
Balance at 31 March 13,249 11,035

Capital Contributions Unapplied Reserve

31% March 2011

31% March 2010

£'000’s Re-stated

£000's

Balance at 1°* April 321 731
Receipts and transfers during the year 150 0
Financing of non-current assets -232 -410
Balance at 31°* March 239 321

General Fund

The General Fund Reserve is set at a minimum of 2% of net revenue expenditure.

Budget Roll Forward & PSA1

The Authority has held a proportion of a previous year’s underspend in this reserve in order to fund projects that
either straddle financial years or did not start until 2010/11. PSA1 is a reward grant to fund crime reduction projects.
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Invest to Save

This reserve will be used to fund projects or schemes which yield savings for the Authority in excess of the cash
outlay required to deliver the savings. These projects are agreed at a strategic level and deliver on-going cashable
savings.

Desktop Replacement

The Authority has a four year replacement programme for desktop and laptop computers. The reserve has been set
up to ensure that the revenue account is not affected by the large variances in the number of computers required
each year.

Proceeds of Crime Act Incentivisation

This reserve shows the amount the Authority has received from the Government as a proportion of the assets seized
under the Proceeds of Crime Act 2002. It has been agreed that this money will be used to fund additional resources
to increase asset seizures.

Budget Equalisation

The Authority has transferred a proportion of the year’s underspend to this reserve in order to provide for anticipated
budget shortfalls over the medium term. This reserve also includes an amount representing the estimated cash

shortfall between the amount invested in Icelandic Banks and that which we expect to receive back. This amount has
been calculated based on the anticipated returns forecast in note 14 but does not incorporate any discount factors so

represents a real cash shortfall.

Redundancy and re-location

The Authority has agreed to create a reserve to off-set potential costs relating to the re-structuring of the Service
following significant budget reductions over the medium term. See note 38, Contingent Liabilities.

Capital Receipts

The reserve is built up from contributions from revenue, the sale of surplus non-current assets and assets held for
sale. Under the Local Government and Housing Act 1989 this reserve can only be used to fund capital expenditure.

Insurance

This reserve has been set up to provide for any additional insurance costs falling on the Authority over and above

those already specifically provided for. See note 20.

Note 22 - Unusable Reserves

Movements in the Authority’s unusable reserves are detailed in the Movement in Reserves Statement on page 22.

31% March 2011 | 31 March 2010

£'000’s Re-stated

£000’s

Revaluation Reserve 42,100 50,310
Pensions Reserve -1,979,517 -2,266,761
Capital Adjustment Account 127,200 134,233
Financial Instruments Adjustment Account -1,435 -2,245
Collection Fund Adjustment Account 1,580 1,339
Short term accumulated compensated absences account -2,565 -2,812
Total -1,812,637 -2,085,936

49




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

» revalued downwards or impaired and the gains are lost

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

« disposed of and the gains are realised.

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

2010/11 2009/10

£000’s Re-stated

£'000's

At 1% April -50,310 -17,585

Upward revaluation of assets -570 -46,074
Downward revaluation of assets and impairment losses not charged to the

Surplus / Deficit on the Provision of Services 7,585 12,696

Difference between fair value of depreciation and historical cost depreciation 600 63

Accumulated gains on assets sold or scrapped 0 0

Amount written off to the Capital Adjustment Account 595 0

Correction to Donated Assets 0 -25

Additional adjustments - Gravesend 0 615

At 31°' March -42,100 -50,310

Pensions Reserve

The Pensions Reserve absorbs the timing differences arising from the different arrangements for accounting for post
employment benefits and for funding benefits in accordance with statutory provisions. The Authority accounts for
post employment benefits in the Comprehensive Income and Expenditure Statement as the benefits are earned by
employees accruing years 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 Authority makes employer’s contributions to pension funds or eventually pays any
pensions for which it is directly responsible. The balance on the Pensions Reserve therefore shows a substantial
shortfall in the benefits earned by past and current employees and the resources the Authority 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.

2010/11 2009/10
£'000's £'000's

At 15 April -2,266,761 -1,512,652
Actuarial gains or losses on pensions assets and liabilities 182,910 -648,136
Reversal of items relating to retirement benefits debited or credited to the
surplus or deficit on the Provision of Services in the Comprehensive Income
& Expenditure Account 62,082 -146,010
Employer’s pension contributions and direct payments to pensioners payable
in the year 42,252 40,037
At 31° March -1,979,517 -2,266,761

Capital Adjustment Account

The Capital Adjustment Account absorbs the timing differences arising from the different arrangements for
accounting for the consumption of non-current assets and for financing the acquisition, construction or enhancement
of those assets under 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 Authority as finance for the costs of
acquisition, construction and enhancement.
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The Account contains accumulated gains and losses on Investment Properties and gains recognised on donated

assets that have yet to be consumed by the Authority.

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.

Note 7 provides details of the source of all the transactions posted to the Account, apart from those involving the

Revaluation Reserve.

2010/11 2009/10
£'000's Re-stated
£'000’s
At 1% April -134,233 -178,001
Additional adjustment for IFRS -347 -768
Reversal of items of capital expenditure debited or credited to the
Comprehensive Income and Expenditure Statement:
e Charges for depreciation and impairment of non-current assets 8,146 12,794
« Revaluation losses on Property, Plant & Equipment 255 34,651
« Amortisation of intangible assets 2,301 2,251
«  Amount of non-current assets written off on disposal or sale as part
of the gain / loss on disposal to the Comprehensive Income and
Expenditure Statement 4,387 1,840
« Assets under construction which did not add value 945 1,263
Adjusting amounts written out of the Revaluation Reserve
Net written out amount of the cost of non-current assets consumed in the
year -1,195 -682
Capital financing applied in the year:
« Use of Capital Receipts Reserve to finance new capital expenditure -2,510 -2,117
« Capital grants and contributions credited to the Comprehensive
Income and Expenditure Statement that have been applied to
capital financing -3,512 -3,607
e Capital repayment on PFI -805 -1,827
Movements in the market value of debited or credited to the Comprehensive
Income & Expenditure Statement
Investment Properties -468 0
Assets Held for Sale -162 0
Movement in the Donated Assets Account credited to the Comprehensive
Income & Expenditure Statement -2 -30
At 31° March -127,200 -134,233

Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account absorbs the timing differences arising from the different arrangements
for accounting for income and expenses relating to certain financial instruments and for bearing losses or benefiting

from gains per statutory provisions.

2010/11 2009/10
£'000’s Re-stated
£'000's
At 15 April -2,245 -2,168
Reversal of prior year entries
» Discounting Police Pay Loan 33 292
e Interest accrual on frozen Icelandic bank deposits -1,098 -442
e Impairment in frozen Icelandic bank deposits 3,310 2,318
Current year entries
» Discounting Police Pay Loan -19 -33
« Interest accrual on frozen Icelandic bank deposits 1,756 1,098
« Impairment in frozen Icelandic bank deposits -3,956 -3,310
e Actual Impairment written out 784
At 31° March -1,435 -2,245
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Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages the differences arising from the recognition of council tax income
in the Comprehensive Income and Expenditure Statement as it falls due from council tax payers compared with the
statutory arrangements for paying across amounts to the General Fund from the Collection Fund. This reflects the
Authority’s share of the any under or over payments and potential bad debts relating to non-payment of Council Tax

to Local Authorities.

2010/11 2009/10
£'000's £'000's
At 15 April 1,339 -860
Amount by which Council Tax Income credited to the Comprehensive
Income & Expenditure Statement are different from the cost of settlements 241 2,199
chargeable in the year in accordance with statutory requirements.
At 31° March 1,580 1,339

Short-term Accumulated Absences Account

The Accumulated Absences Account absorbs the differences that would otherwise arise on the General Fund Balance
from accruing for compensated absences earned but not taken in the year, eg annual leave entitlement and time off
in lieu of payment carried forward at 31 March. Statutory arrangements require that the impact on the General Fund

Balance is neutralised by transfers to or from the Account.

2010/11 2009/10
£'000’s £'000's
At 15 April -2,812 -2,416
Settlement of annual leave or time off in lieu in year 137 151
Unused amounts reversed in year 1,866 2,061
Additional liability calculated in year -1,756 -2,608
At 31° March -2,565 -2,812
Note 23 — Cash Flow Statement
Adjustments to net surplus / deficit on the provision for non-cash 2010/11 2009/10
movements £'000’s £'000’s
Depreciation on non-current assets -8,146 -12,794
Amortisation of intangible assets -2,301 -2,250
Impairments and downward valuations -4,544 -35,295
Increase / (decrease) in impairment provisions for bad debts -27 13
Increase / (decrease) in creditors 4,766 -2,029
Increase / (decrease) in debtors 4,538 635
Increase / (decrease) in stock -79 46
Pensions liability 103,573 -103,585
Carrying amount of non-current assets sold -4,386 -1,837
Other non-cash items to be charged to the net surplus on the provision of
services -2,396 -2,746
Total 90,998 -159,842
Operating Activities
The cash flows for operating activities include the following items:
2010/11 2009/10
£'000’s Re-stated
£000's
Interest received -918 -1,544
Interest paid 82 56
Dividends received 0 0
Net cash flows from operating activities -836 -1,488
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Note 24 — Cash Flow Statement - Investing Activities

2010/11 2009/10
£'000’s Re-stated
£'000's
Purchase of property, plant & equipment, investment assets and intangible 6,128 6,292
assets
Purchase of short-term and long-term investments 400,751 417,685
Other payments for investing activities 0 0
Proceeds from the sale of property, plant & equipment, investment property
and intangible assets. -4,778 -2,067
Proceeds from short-term and long-term investments -390,144 -420,833
Other receipts from investing activities 0 0
Net cash flows from investing activities 11,957 1,077
Note 25 — Cash Flow Statement - Financing Activities
2010/11 2009/10
£'000’s Re-stated
£'000's
Cash payments for the reduction of outstanding liabilities relating to finance
leases and PFI contracts 883 938
Net cash flows from financing activities 883 938

Note 26 - Amounts Reported for Resource Allocation Decisions

The analysis of income and expenditure by service on the face of the Comprehensive Income and Expenditure
Statement is that specified by the Best Value Accounting Code of Practice. However, decisions about resource
allocation are taken by the Authority’s Chief Officer Team and / or the full Police Authority on the basis of budget
reports analysed across directorates. These reports are prepared on a different basis from the accounting policies
used in the financial statements. In particular:
* no charges are made in relation to capital expenditure (whereas depreciation, revaluation and
impairment losses in excess of the balance on the Revaluation Reserve and amortisations are
charged to services in the Comprehensive Income and Expenditure Statement)

« the cost of retirement benefits is based on cash flows (payment of employer’s pensions
contributions) rather than current service cost of benefits accrued in the year

« expenditure on some support services is budgeted for centrally and not charged to directorates.
The following tables show expenditure for Kent Police for the financial years 2009/10 and 2010/11 analysed
subjectively and grouped based on operational policing units or directorates. This information is reported to the Chief
Officer team on a month by month basis and used to inform resource allocation and other strategic decisions.

North Kent, West Kent, Mid Kent, Medway, East Kent and South Kent are Basic Command Units (BCUs) aligned to
local authority boundaries and form geographic policing units. Specialist Operations, Force Control Centre and
Operational Support are centralised specialist functions providing support to the entire county.

Kent Police Authority is the statutory body appointed to hold Kent Police to account, set its budget and ensure the
views of communities in Kent determine the priorities for the policing service in the county. Although the Police
Authority represents less than one percent of the total expenditure of the Force including it with the segmental
reports is felt to be useful and informative.

Segmental reports are intended to show detail only for parts of the organisation comprising over 10% of the total
expenditure. There are a number of departments therefore, including Information Services, HR and Training that fall
beneath this de-minimus level and are not listed individually. These departments are grouped together and shown as
‘Other’ in the following reports.

Specific Grant income is also included within this group. This can be seen within the Reimbursements, Grants and
Contributions line of the following reports.

53



12}

£8T'S 999 8 {12 T€S 9Z¢ T6L Sbe L8V 688 86¢€ LYE puadsiapun
/ (49n0)
000’582 1£9'GT [SS'T 1€€1€ 78¢'ce G£9'8¢ v20'vE 997'6¢ Shb'8T 02/'8¢ 06892 121°LC 39bpng
€T2'64T 596’V 6YS’T 629’0€ T682T 601’8t ggz’se T20'6C G€8/T G€8/T 69T viL'9T uonIsod ||e42A0
8ob’'ss- ove'zy- TY- €€0Y- TTY- €6S- 6€C- €8T- LLS'T- 66€- vic- STV'v- awooug [ejol
T20'C- 618'T- 1- 9z- op- 61- b- 8T- 9G- GT- - GT- awodug J3y30
060°c- $95'1- 0 €/6- £9- LE- pi- bi- £C1- 66- 6L- +9- sabley) 3 soa4
8G- 0S- 0 0 0 I- 0 b- 0 ¢- 0 0 s9|es
6£2'0S- £06'8¢- ob- $E0's- z0¢- 961- T61- LTT- 86€'C- 78¢- €€T- 65E'- suonnqluod
1 Sjuswasinquiioy
TZT'SEE S0£’29 06S’T 799'vE T792'€T 796’8t TLY'EE voz'6c €es’oe veT'se 90/'9¢ Z6T'TE ainypuadx3 jejoL
TLE- 129- 00T [ [T v8¢- 0 q 68¢€ b 0 £t S350D bupjueg
) sjuswAed Jajsuel |
909°C [T8 4! 16 $9/ 019 €€ 99 09 69 8¢ LY SjuswAed Avled paiyL
Tt 09t LE€ 44! LY €01 8¢ 91 0¢ 9¢ 4! 0€ S99} R sa||ddns ‘|lews
569’8 G209 /8 44 189 108 €GT 191 0zt ocT LET 0ST Bunndwod
1 suoljediunwwo)
8ST 8ST 0 0 0 0 0 0 0 0 0 0 53500 poddns
TIV'8 88G°€E 00¢ €8¢ G/S v/L'T 86T 121 44! €€T SHbT €/¢ S3DINIBS
LY6 06¢ 001 9% ! 93 9/ 79 €L 8S €9 68 239 BuiAdod ‘bunuid
08 #8¢ 0 4 14 11 0L qS w ¥S qS oL 238 Buiyiop ‘swiojun
L8V 65T 8C 0S €1 ST 8C €T 44 0z 4! LT SUOISIAOId
698'T 41 53 16C 16 16€ 08 79 qS €/1 144 T11 s31|ddns g juswdinbg
050’2 60S'C 6t €98 9zT 9/8 879 8tr 43 €6€ 6Lt G/E yodsuel|
66T'ST ovS'y €/ 56 G¢ LE€ 6.6 89 979’ 685 €1/ S0/’s Sasiwald
TLE TbE 8 €1 1- L- T 14 14 T € 8 Bulules
Lyt vee L - 91 T T- 0 T- S T T- 350D adAojdw3 dsiiy
ocT'y 0T’y 0 0 0 0 0 0 0 0 0 0 S350 suoisuad
vss €€T L Z4 4% 98 9g 8T 61 0] T 8T SWIUBAQ 3Sd
6€L'L8 96t/ 1SS 8y1's pIT'vT 0zE'TT 6/6'S v61'S 6v6't 66T'S 806"t 18b'v Aed 35d
TS0’Ss 61- 0 60t 8TH'C L0T Shb 69¢ G9¢ 4¢3 88¢ LPE SWIMSAQ 9210d
965'98T 84191 0 198'/¢ GS/'s GET'CT 8T1/'v¢ V1012 9£'0¢ 75012 6/L'6T 866'8T Aed 921|104
S,000,7 S,000,.F S,000,7 S,000,.F S,000,.F S,000,F S,000,7 5,000,7 S,000,3 S,000,3 S,000,3 S,000,3
Auoyny anua)
|eyol Jl|0d Hoddns |o13u0) uonesado U U U U U
92104 BUYI0 JUD)| |euonesado 90104 1sijenads yanos ise3 Aempay PIA 1SOM UHON

TTO0Z Y24eW ,,TE PIPUd 1edA 3y} 10j) Judwabeuew Jo1uas 03 papodal se ainjpuadxy 3 swodu]




£8S'S8T-

0T6'81-
0S-
S/E

Z00°€0T-
vel'6-
188°0Z-
£62'0T-
9v6'1C1-
£62'06-
1€p'c-

8T6-

L/H'60T
GE9'p
65

TL-
Tee-

50206

0v0°01-
1SH'1€-
GEQ'19T-
885

Ml
G958
$69'p-
59
S’y
00£'C
91’8

a4njipuadx3z pue awodu] aaisudyaidwo) |ejoL

salj|Igel| pue syasse puny uoisuad uo sasso| / (suieb) |eenyoy
SjuULWINIISUI [RIDURUL DleS J0j 3|gejieAe uo buisie 3puap (snidins)
S39SSe paxly JO uopen|eAss uo buisuie 3puap (sniding)

Je3dA ayjy 404 31AP / (snjdins)

JUBID UOISUDd 1) SWOH

sajey J1RSaWoq-uoN jeuonen

juels) Uoddng anuaASy

sjuelb juswuianob pajejas 92IAISS-UON
awooul 3dadald

suonngauod pue syuelb [ended pasiuboday
awodul juedb dijads-uoN pue uonexej

SWODUI 159493l JUSLISIAU]

sjasse uoisuad uo uinjal payoadxy

sjuswAed Atejiun [4d uo sjgeAed 1sa4a3ul

S9sea7 2dUeUld JO JUBWS|D 1SaI33U]

ainjipuadx3y pue awoduT JUBWIISIAUT B Bupueuly

9es 104 pJeH S19SSY JO [esodsip uo ssoj / uies
S$19SSE JUa.1IN2d-Uou JO |esodsip uo sso| / ules
ain)ipuadx3y bunesadQ 1BY10

S90IAI9S BuIdIj0d JO 350D 19N

uonenuuesadns Jjeis 901j0d
uonenuueladns 422140 30110d

6T SVI — Juawasn(pe suoisuad
SOAI9SY WOJ) Siajsued |

S19ssy pajeuod

S90oUdsge pajesuadwod wlid} 0yS
Idd pue 2sea7 9JueuUld UO JUSWIS|T 1SaJa3UT
S)9sSe [epueul Jo syuawiedw]
$)9SSe Jualind-uou Jo sjuswiedwi
S19ssY 9|qiburju] JO uonesIowy
uonelpaldaq

JUBWISIL)S aJn)ipuadXx] @ SWOdUT SAISUSYa.dWO)) [B10] 0] UOIel|IDU0IDY



99

GT/'98C LYS'ST G6S'T 9T/L'1€ 9€9’6T 692'cE z€0'6¢C Z€0'6¢C LSY'6C 766°LT 679'9C T06'62 uonisod ||eldA0
205°09- 96T'8P- ZT- 0/0's- L[S~ S/6'T- L6V~ L6V~ Sob'T- 9/b- €bS- SST'T- awooug [ejoL
91€’e- S6¢'C- ¢- €TI- LT- 0z- pe- €z- 639- 8t- 91- 0s- awoour J8y10
9Z6'c- 0€1'2- C- 8/8- p1- ¥S- L6- L9- che- 01T~ ZET- 861- sabiey) @ sao4
09T- Sb1- 0 G- 0 L- 0 4 0 0 0 0 s3les
00T’€S- 979'ch- 8- £€90'p- 9pS- ¥68'1- pLE- Sob- £€6- 6E€- G6¢- LT6- suonnqriuod
Q Sjuswssinquiioy

LTT'LYE svL'sL £09'T 98/'9¢ €12'0C vvT've 0€s’ee 62S'6C TT6'0E 86£'ST TLTLT 980'T€E ainypuadx3 |ejo)
T€T 9 [TT L 0 1 0 L €1 T 4 0 350D bupjueg
g SjuswAed Jajsuel]

9/Y'E €Tt €1 G8 4 G80'T LY 01T 83 9/ v6 44 sjuswAed Aned pAiyL
T06'T 185 Gee T 09 T4 £ SS 0S 8p €€ 6b s394 g sal|ddns ‘|lews
TOY'0T GS0Z 90T 90¢ 959 66C'T 80¢ Z81 6€T 474! 15T 65T Bunndwod
3 suoiediunwwo)

Yot 09T 0 0 0 0 0 S 0 0 0 0 53502 Joddng
S00’ET 8619 8¢ 99¢ 009 ovS'y 3o 091 L0T 6€T S0T 1€C SRDINISS
919'T 018 0T Y7 vE 90T 4] 63 8 18 ¥4 8/ 219 buiAdod ‘bunuiid
TTO0'T vee 0 IPT L€ 81 8/ 16 S/ 0z 08 16 238 Buiop ‘swiiojun
0L €TH LT /8 1€ [T 6b 43 9 LT LT Gg suoisinold
vzo's 026 op G8¢ 9z1 v8 11¢ 14} [4A} €91 06T 60C sa1|ddns g Juswdinbg
T18'Z p6T'E 09 6T0'T 12T 698 78S 147 1143 v0b 16t 19¢ uodsuel|
8v/'ST £87's 54 78S 41 423 8v0'1 X4 609'€ 059 10 G/S’S sasiweld
r4-y4 6tC 9 €01 8¢ (444 1¢C 91 GT 8 LT 61 Bulures |
LSE (Y43 4 0 6 9 0 T % € T T 51500 99A0|dwig 2SI
¥66'C ¥66'C 0 0 0 0 0 0 0 0 0 0 $150D suoisusd
L6S'T G6C 6 SS 995 96¢ S99 V4 Gg 61 8¢ LY BWILBAQ 3Sd
TES'LS v/8'ST 8/b 444 [89'ET 629'TT 69€'9 £00'9 861'S p1L'S I€T'S ves'y Aed 35d
SS0°Z 86¢ 0 G801 V4 S9T'T 198 LEL £99 69 789 85/ BWINIBAQ 30110d
8v8'v8T LLS'LT 0 vTe'6e £0g’'s G89'TT G99'cT £89°0C 902'0C 812'0C 657'6T 626'8T Aed 901104

S,000,7 S,000,7 S,000,7 S,000,7 S,000,7 S,000,7 S,000,7 S,000,7
S,000,7 a.1ua) S,000,7 S,000,7 S,000,7
Auoyiny Moddns [013u0D suonesado U
|e301 32404 1BYI0 901|0d U |euonesado 90104 1sijeads ynos Uy 1se] Aempa JUSY PIAl | IUSY ISOM | JUSY YMON

0TO0T YoIen ,,TE Papud 1eah 3y} 10) Juswabeuew 1o1uds 0} payodal se dinjpuadx3 3 awodux




JAS]

v£5'69L

L18'8p9
65C-
6¢1'6¢-

ST 09T

780°0T1-
6/b'+9-
788'p1-
$0S'8T1-
6L€'c8-
0zs's-

vbS'T-

89¢c01
989"t
6S

0
0€¢-

729’'6vE

[16'6-
ovL'0¢g-
veL'ss
0¢-

96¢
SbL'y-
11€’S
p16'SE
182°C
€621

ainjipuadxg pue awodut anisuayaldwo) |ejoL

sonljIqel pue s)asse puny uoisuad uo sasso| / (suieb) |ereny
SjuUSWINIISUI [RIDURUL DjeS J0) 3|gejieAe uo buisie 3puap (snidins)
S)osse paxl4 JO uonen|eaal uo buisie Jpyap (snidins)

Je3dd ayjy 4104 31AP / (snjdins)

JUBI9H UOISUDd D10 SWOH

S91ey d)SaWO0Q-UoN [eUOeN

juels poddng anuanay

sjuelb JuswuIaA0b pajejal S0IAISS-UON
dwooul 3dadald

suonnqgauod pue syuelb [ended pasiuboday
awodul juedb d1jpads-uoN pue uonexej

3WODU| 1S249]Ul JUSWIISSAUT

sjasse uoisuad uo uinjal payoadxy

sjuswAed Asejun [4d uo s|qeAed 1sa4a3ul

S9SET 2JURUI4 JO JUSWISJD 1SaJ4a3U]

ain}ipuadx3 pue Swodu] JUBWISIAUT B Bupueulq

syasse a|qibuejul Jo [esodsip uo sso| / ules
S$19SSE JUa.1IN2-Uou JO |esodsip uo sso| / ules
ain)ipuadx3y bunesadQ 1BY30

S92IAI9S BuIdIj0d JO 350D 19N

uonenuuesadns JJeis 901j0d
uonenuueladns 42210 9110d

6T SVI — Juawasn(pe suoisuad

S19ssy pajeuod

S90OUdsge pajesuadwod Wi} 1oYS

SIdd Y@ 9SB37 9DURUI4 UO SJUSWIS[D 1SaJ4a3u]
S)9sse [epueul Jo syuawiedw]

$)9SSe Jualind-uou Jo sjuswdiedw]

S19ssY 9|qiburju] Jo uonesIowy
uonelpaldaq

"JUSWILIS aJN)IpuUadX] @ SWOIU] SAISUSYS.dWO)) [B10] 0] UOIeI|IDU0IDY



Note 27 - Members’ Allowances

A total of £254,815 (£253,824) was paid in 2010/12 (2009/10) for members’ allowances and expenses.
The annual allowances paid to members are as follows:

Post Basic Allowance Special Responsibility Total
Allowance

Chair 9,234 20,520 (100%) 29,754

Vice-Chair 9,234 10,260 (50%) 19,494

Committee Chair 9,234 6,156 (30%) 15,390

Member 9,234 ) 9,234




Note 28 - Officers’ Remuneration

In accordance with Regulation 4 of the Accounts and Audit Regulations 2009 the Authority has a specific

requirement to disclose the number of employees whose taxable remuneration falls within certain
brackets. Accordingly the number of employees whose remuneration, excluding pension contributions

was £50,000 or more in bands of £5,000 was:

Remuneration Band (£)

Number of Employees

2010/11 2009/10
50,000 - 54,999 140 198
55,000 — 59,999 150 120
60,000 — 64,999 46 27
65,000 — 69,999 11 8
70,000 — 74,999 9 14
75,000 — 79,999 11 10
80,000 — 84,999 13 11
85,000 - 89,999 7 4
90,000 — 94,999 6 3
95,000 — 99,999 2 1
100,000 — 104,999 2 =
105,000 - 109,999 2
110,000 — 114,999 1 1
115,000 — 119,999 2 1
120,000 — 124,999 - -
125,000 — 129,999 = =
130,000 — 134,999 = =
135,000 - 139,999 - -
140,000 — 144,999 = =
145,000 - 149,999 1 1
150,000 — 154,999 = =
155,000 - 159,999 - -
160,000 - 164,999 - -
165,000 — 169,999 = =
170,000 - 174,999 - -
175,000 — 179,999 1 1

The amended Regulations introduce a new requirement to disclose individual remuneration details for

senior employees whose salary is £50,000 or more per year but less than £150,000. For these employees

their salaries are listed individually by way of job title. Additionally persons whose salary is £150,000 or

more per year must be identified by name.
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Note 29 - External Audit Costs

In 2010/11 the following fees were incurred relating to external audit and inspection, carried out by our appointed

external auditors, the Audit Commission:

2010/11 2009/10
£'000’s £'000’s
Fees payable in respect to External Audit Fees 96 101
Fees payable to the Audit Commission in respect of other Services 1 1
Total 97 102
Note 30 - Grant Income
The Authority credited the following grants, contributions and donations to the Comprehensive Income and
Expenditure Statement in 2010/11:
2010/11 2009/10
£000’s Re-stated
£'000's
Credited to Taxation and Non-specific Grant Income
» Non-service related Government Grant 121,946 118,504
+ National Non-Domestic Rates 70,881 64,479
* Revenue Support Grant 10,293 14,882
+ Home Office Pension Grant 9,724 10,082
+ Capital Grant 3,281 3,520
+  Contributions to capital 150 87
Total 216,275 211,554
Credited to Net Cost of Services
* Counter Terrorism 13,147 13,443
» Designated Security Post Grant 382 812
»  Neighbourhood Policing 7,892 7,842
»  Crime Fighting Fund 7,634 7,634
+ BCU Grant 841 841
» Rule 2 Grants 4,452 6,964
»  Other grants 753 152
Total 35,101 37,688

All grants are analysed for outstanding conditions which would require any unspent amounts to be repaid. The
conditions of the Neighbourhood Policing Grant requires a total of £162,000 to be treated as income in advance and
offset against the 2011/12 grant. This is reflected in the total above as follows:

Full grant £8.054m
less Income in advance £0.162m
Neighbourhood Policing Grant recognised in the Total Income and Expenditure Statement £7.892m.

Note 31 - Related Parties

The Authority is required to disclose material transactions with related parties — bodies or individuals that have the
potential to control or influence the council or to be controlled or influenced by the Kent Police. Disclosure of these
transactions allows readers to assess the extent to which the Authority might have been constrained in its ability to
operate independently or might have secured the ability to limit another party’s ability to bargain freely with the
Authority.

Central Government

Central government has effective control over the general operations of the Authority — it is responsible for providing
the statutory framework within which the Authority operates, provides the majority of its funding in the form of grants
and prescribes the terms of many of the transactions that the Authority has with other parties (eg council tax bills).
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Members

Police Authority Members have direct control over the Authority’s financial and operating policies. The total of members’
allowances paid in 2010/11 is shown in Note 27. There are 17 members of the Kent Police Authority, 8 of whom are
members of Kent County Council or Medway Unitary Authority. The Chief Executive has written to all members and
there are no related party transactions to disclose for 2010/11.

Officers

The Kent Police Chief Officer team lead by the Chief Constable has direct control over all operational decisions and the
day-to-day running of the Authority as well strategic decision making in conjunction with the Police Authority. All Chief
Officers have been contacted and there are no related party transaction to disclose for 2010/11.

Other Public Bodies

The Authority has a number of business relationships with public organisations such as local authorities in Kent and
other Police Authorities in England and Wales mainly Kent County Council and Essex Police.

Kent County Council provide Treasury Management and Pensions services to Kent Police and also provide a range of
supplies and services through their commercial services departments. These include provision of utilities such as gas
and electricity as well as photocopier agreements and printing. The total paid to Kent County Council in 2010/11 was
£17.7m (£1.3m was owing at the Balance Sheet date) although £14.4m was paid as pension contributions leaving
£0.7m for printing services and photocopying, £0.5 for the provision of a pension service, Treasury Management,
contributions to partnership programmes for crime reduction and £2.2m for gas and electricity.

Kent Police has four main collaborative agreements with Essex Police covering Marine Services, Air Support, Information
Services and Procurement. Each of these are categorised as jointly controlled operations as each Authority uses and
retains its own assets in the provision of the joint service rather than creating a legal entity separate to Kent Police and
Essex Police. The amount paid to Essex Police for the year 2010/11 for Air Support and as contributions to joint heads
of department was £0.7m of which £0.02m remained owing at the Balance Sheet date.

Jointly Controlled Operations are further explained in note 41.

Note 32 - Capital Expenditure and Capital Financing

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

2010/11 2009/10

£000’s Re-stated

£'000’s

Opening Capital Financing Requirement 0 0
Capital Investment

»  Property, Plant & Equipment 4,220 6,812

» Investment Properties 0 0

+ Intangible Assets 913 312
Sources of Finance

» Capital Receipts -1,437 -2,039

*  Government Grants and other contributions -3,512 -3,607

» Direct Revenue Contributions -184 -667

« Increase in capital creditors 0 -811

Closing Capital Financing Requirement 0 0
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Note 33 — Leases

Authority as Lessee

Finance Leases
Kent Police has acquired one building, the Transport Workshops at Quarry Wood, Aylesford, under a finance lease. This
contract was entered into in June 2000 for a period of 21 years. Historic costs for the building were £1.6m.

The asset acquired under this lease is carried as Property, Plant and Equipment in the Balance Sheet at the following
net amount:

2010/11 2009/10
£'000's £'000's
Property, Plant & Equipment 798 855

The Authority is committed to making annual repayments consisting of interest and repayment of capital, as the asset is
classified as a Finance Lease only the interest of £59,000 per annum is charged to the Comprehensive Income and
Expenditure Statement. As the Transport Department is a support service this cost is apportioned across the objective
analysis categories according to the number of vehicles.

The future minimum lease payments due under the contract in future years are:

2010/11 2009/10

£'000's £'000's

Not later than one year 137 137
Later than one year and not later than five years 684 684
Later than five years 548 684
Total 1,369 1,505

Operating Leases

The Authority has contractual arrangements in place for the following:

« vehicles for Chief Inspectors, Superintendents and Chief Officers

« a number of premises across the county where it has either been impossible or impracticable to purchase
operational property

« photocopiers

These are classified as operating leases with the full lease amount being charged to the Net Cost of Services in the
Comprehensive Income and Expenditure Statement as follows:

2010/11 2009/10
£'000’s £'000’s
Vehicle leases 557 401
Premises 658 476
Photocopiers 201 213
Total 1,416 1,090
The future minimum lease payments due under the contracts in future years are:
2010/11 2009/10
£'000’s £'000’s
Premises
* Not later than one year 425 424
» Later than one year and not later than five years 881 1,185
» Later than five years 155 277
Vehicles
» Not later than one year 63 94
» Later than one year and not later than five years 301 169
» Later than five years 0 0
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The pattern for lease payments decreasing as time progresses in the above table in due because it does not allow for
the renewal of leases or for taking on new agreements as existing ones come to an end. For example new vehicle
leases will be entered into as new staff become eligible or an existing contract expires.

All values relating to leases on the Balance Sheet are at present value and not discounted due to the relative short term
duration of the lease agreements and the materiality of the amounts involved.

Authority as Lessor
The Authority leases out property under operating leases for the following purposes:

Housing — the Authority has five houses that it lets to individuals. These were returned to us by Kent County Council in
1995 complete with sitting tenants. The terms of each agreement is such that either party can terminate the
agreement with a months notice.

Telecoms masts — The Authority rents space on either buildings or its own masts to telecommunications providers such
as mobile phone companies. These are long contracts but can be terminated at short notice by either party.
There is a drive within the mobile telecommunications industry to collaborate / merge so it is possible or
indeed likely that some of this revenue may be withdrawn in future as companies merge.

Premises — There are currently three instances where Kent Police leases out part of its premises to partners such as the
Crown Prosecution Service or highways Agency for a commercial rent. Such agreements are only undertaken
where space is available, such an undertaking is mutually beneficial and would not compromise Kent Police’s
impartiality or provision of service.

The future minimum lease payments receivable under leasing agreements in future years are set out in the table below.
Readers of the accounts should be aware that these figures may change year on year as each agreement is cancellable
by either party at short notice.

2010/11

£'000's

Not later than one year 34
Later than one year and not later than five years 35
Later than five years 240
Total 309

Note 34 — Public Finance Initiative (PFI) funded schemes

Kent Police has two properties funded through PFI arrangements: North Kent Police station and Medway Police station,
brought into service in May 2008 and December 2006 respectively. The Authority shows these assets on its Balance
Sheet and that they are depreciated and otherwise accounted for in line with other building assets in line with
accounting regulations.

Note 11, Property, Plant & Equipment includes the asset values for both North Kent and Medway police stations along
with depreciation charges and where these are included on the Authority’s Balance Sheet on page 19.

The following tables show the value of the assets held under PFI schemes, the liabilities arising from these schemes
along with depreciation charges for the assets.
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North Kent Medway Total
£'000's £'000's £'000's

Asset value recognized in the Balance Sheet 32,365 21,053 53,418
Depreciation charges
2006/07 0 (234) (234)
2007/08 0 (702) (702)
2008/09 (989) (702) (1,691)
2009/10 (1,079) (702) (1,781)
Impairment following revaluation in 2010/11 (8,311) - (8,311)
Revised Net Book Value following revaluation 21,986 18,713 40,699
Depreciation charges for 2010/11 (436) (702) (1,138)
Total 21,550 18,011 39,561
Net Book Value of assets shown in the Balance Sheet as at 31
March 2011 21,550 18,011 39,561
Balance Sheet liability resulting from PFI arrangements
On recognition 32,365 21,053 53,418
Capital Repayment
2006/07 0 (730) (730)
2007/08 0 (296) (296)
2008/09 (478) (323) (801)
2009/10 (564) (296) (860)
2010/11 (464) (341) (805)
Net Balance Sheet liability resulting from PFI arrangements as
at 31° March 2011 30,859 19,067 49,926

Although the payments made to the contractors are described as unitary payments, they have been calculated to
compensate the contractors for the fair value of the services they provide over the life of the contracts, the capital
expenditure incurred and interest payable whilst the capital expenditure remains to be reimbursed. The amounts due

for the remainder of the contracts are shown in the table below.

Within one | Within 2 6tol0| 11tol5| 16to20| 21to25 25 to
year to5 years year years years 30
years years
£'000's £'000's £'000's £'000's £'000's £'000's | £'000's

North Kent
Repayments of liability 558 1,866 3,148 5,153 6,815 12,300 1,021
Interest 2,848 10,944 12,427 10,663 8,160 4,174 94
Service Charges 1,636 6,962 9,728 11,006 12,452 14,088 952
Total 5,042 19,772 25,303 26,822 27,427 30,562 | 2,067

Medway

Repayments of liability 406 1,741 1,374 3,493 5,066 6,085 0
Interest 1,715 6,463 7,358 6,325 4,521 1,830 0
Service Charges 1,032 4,395 6,004 6,793 7,686 6,893 0
Total 3,153 12,599 14,736 16,611 17,273 14,808 0

Note 35 - Impairment Losses

Details of impairment losses are consolidated in Notes 11 and 12 reconciling the movement over the year in the

Property, Plant and Equipment and Intangible Asset balances.

Full details on the impairment relating to Kent Police’s investments in Icelandic banks is in note 14.

Note 36 - Termination Benefits

The Authority terminated the contracts of a number of employees in 2010/11, incurring liabilities of £92,000 (£0 in
2010/11). These payments were made to staff who were made redundant as part of the Authority’s rationalisation of

the Service. See note 38 on Contingent Liabilities for more details.

68




Note 37 - Defined Benefit Pension Schemes

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

The authority participates in two pension schemes:

The Local Government Pension Scheme for police staff employees, administered by Kent County Council — this
is a funded scheme, meaning that the authority and employees pay contributions into a fund, calculated at a
level intended to balance the pensions liabilities with investment assets

The Police Pensions 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. Under the Police Pension Fund Regulations 2007, if the amount
receivable by the pensions account for the year is less than the amounts payable, the Police Authority must
transfer an amount required to meet the deficit to the pensions account. Subject to parliamentary scrutiny and
approval, up to 100% of this cost is met by central government pension top-up grant. If, however, the
pensions account is in surplus for the year, the surplus is required to be transferred from the pensions account
to the Police Authority which then must repay this amount to central government. There are currently two
separate police pension schemes, both meeting the above criteria but with different contribution rates and
benefits:

o Police Pension Scheme (PPS), governed by the Police Pensions Regulations 1987 (as amended) which
currently has an officer contribution rate of 11%. This scheme is no longer available to new members;

o New Police Pension Scheme (NPPS), which started from 1 April 2006 and is governed by the Police
Pensions Regulations 2006 and has an officer contribution rate of 9.5%.

The pension related costs charged to the income and expenditure account in addition to the IAS 19 calculated costs for
police officers and staff are shown below.

2010/11 2009/10
£'000 £000
Police Staff Retirement Enhancements 0 0
Police Staff Redundancy Payments 92 0
Police Staff Pension Enhancements 27 50
Officers Annual Pension and Commutations Payments 187 164
Officers Injury & Ill Health payments 2,780 2,604
Officers 30+ Scheme 126 176
3,212 2,994

Police Officers

In April 2006 the new Police Pension scheme came into force and the employer’s contributions that are transferred
into the fund are 24.2% of Police Pay. Employers pension contributions and employees’ contributions are paid into the

new pension fund.
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Year to
31/03/11
(£'000)
Income
Officers contributions 13,984
Employers contributions 31,447
Transfers in 452
Capital-equivalent charge payments for ill-health 371
early retirements
Sub-total 46,254
Expenditure
Pension payments (46,989)
Refund of pension contributions (23)
Transfers out (1,218)
Commutations (7,615)
Death Grants (135)
Sub Total for year before transfer from Police (9,726)
Fund
Transfer from Police Fund 9,276
Net Amount receivable 0

Prior to 2006 the Police Authority was responsible for paying the pensions of officers who retired from the Force on a
pay-as-you-go basis. Officer’s contributions were paid into the Authority’s operating account from which the pension
payments were made. Funding towards this from Central Government was made via the Principal Police Grant.

As from 1% April 2006 officers contributions and a new employer’s contribution have been paid into a pension account
from which the pension payments are made. The account is funded from the Authority Income & Expenditure account,
but the Home Office covers this expenditure if the contributions are insufficient to meet the cost of pension payments
(any surplus would be recouped by the Home Office). As such the pension element of the Principal Police Grant has
been removed. It should be noted that this method of accounting for the pension payment is not in line with the SORP

but does comply with regulations.

Police Pension Fund Net Current Assets and Liabilities

The table below shows the Police Pension Fund assets and liabilities that are included in the Authority’s Balance Sheet.

2010/11 2009/10

£'000’'s £'000’s

Pension top-up grant receivable 3,194 2,571
Cash overdrawn 3,194 2,571

The accounting policies used in calculating the Pensions Fund Account are those that are applicable to the accounts as

a whole.

The funds financial statements do not take account of liabilities to pay pensions and other benefits after the period end.
The accounting treatment for funding of future retirement benefits is detailed below.

70



Police Staff Employees

In 2010/11 (2009/10) the Police Authority paid an employer’s contribution of £10.0m, (£10.0m) into the Kent County
Council Superannuation Fund, representing 15.3% (15.3%) of pensionable pay. The employer’s contribution rate is
determined by the Fund’s actuary.

An actuarial valuation was carried out as at 31 March 2010 and alterations to the contributions made were necessary as
shown above. In addition the Police Authority is responsible for all pension payments relating to added years benefits it
has awarded, together with the related increases.

The capital cost of discretionary increases in pension payments was £27k (£50k) in the year and there were no
payments being made with regard to earlier years. Further information can be found in Kent County Council’s
Superannuation Fund’s Annual Report that is available upon request from the Investment Section, County Hall,
Maidstone, Kent, ME14 1XQ.

Transactions Relating to Retirement Benefits

The Authority recognise the cost of retirement benefits in the Net Cost of Services when they are earned by employees,
rather than when the benefits are eventually paid as pensions. However, the charge the Authority is required to make
against council tax is based on the cash payable in the year, so the real cost of retirements is reversed out in the
Statement of Movement in the General Fund Balance.

The Chancellor of the Exchequer announced in the Emergency Budget of 22" June 2010 that the consumer price index
rather than the retail price index will be the basis of future public sector pension increases. This change accounts for
the change between actuarial loss and gain between 2010/11 and 2009/10 and therefore the majority of the decrease
in deficit.

The following transactions have been made in the Income and Expenditure Account and Statement of Movement in the
General Fund Balance during the year:

Income & Expenditure Local Government Police Pension Schemes Total
Account Pension Scheme
2010/11 2009/10 2010/11 2009/10 2010/11 2009/10
£'000’s £'000's £'000’s £'000’s £'000’s £'000’s
Net Cost of Services:
Current Service Cost 15,856 5,827 69,800 37,200 85,656 43,027
Past Service Cost / (Gain) (25,015) 15 (232,200) 600 (257,215) 615
Net Operating Expenditure.
Interest Cost 15,389 11,824 106,000 98,400 121,389 110,224
Expected return on scheme (11,912) (7,856) 0 0 (11,912) (7,856)
assets
Net charge to the Income
& Expenditure Account (5,682) 9,810 (56,400) 136,200 (62,082) 146,010

Current Service Cost: the increase in the authority’s liability to pay pensions benefits in the future which is expected to
arise as a result of employee service in the current period.

Past Service Cost: the increase in the authority’s liability to pay pension benefits in the future expected to arise from

decisions taken in the current year to introduce improvements to benefits earned in prior periods.

Interest cost: the expected increase in the present value of the pension scheme liabilities that arise because benefits

are one year closer to being paid.
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Expected return on scheme assets: the average rate of return expected on the investment assets held by the pension

scheme.

Impact on the General Local Government Police Pension Schemes Total
Fund Pension Scheme
2010/11 2009/10 2010/11 2009/10 2010/11 2009/10
£'000’s £'000's £'000’s £000’s £'000’s £'000’s
Reversal of net charges made
for retirement benefits in
accordance with FRS 17 5,682 (9,810) 56,400 (136,200) 62,082 (146,010)
Actual amount charged against
the General Fund Balance for
Pensions in the year:
Employer’s contributions
payable to scheme
10,040 9,978 31,447 30,740 41,487 40,718
Net retirement benefits in
accordance with FRS 17 15,722 168 87,847 (105,460) 103,569 (105,292)

Assets and liabilities in relation to retirement benefits

Reconciliation of present value of scheme liabilities:

Funded Liabilities: Local
Government Pension

Unfunded Liabilities: Police
Pension Schemes

Total Liabilities

Scheme
2010/11 2009/10 2010/11 2009/10 2010/11 2009/10
£'000’s £'000’s £'000’s £'000’s £'000’s £'000’s

1% April 287,443 168,970 2,101,600 1,428,500 2,389,043 1,597,470
Current Service Cost (9,182) 5,827 69,800 37,200 60,618 43,027
Interest Cost 15,389 11,824 106,000 98,400 121,389 110,224
Contributions by scheme
participants 4,354 4,252 13,900 13,700 18,254 17,952
Cumulative adjustment to
Police Pension liability to
recognise the difference
between actuarial
assessment and actual - - 66,713 51,025 66,713 51,025
contributions
Actuarial (gains) and losses (47,927) 101,765 (136,100) 581,600 (184,027) 683,365
Benefits paid (4,794) (5,210) (61,800) (58,400) (66,594) (63,610)
Past Service Costs 23 15 (232,200) 600 (232,177) 615
31% March 245,306 287,443 1,927,913 2,152,625 2,173,219 2,440,068

Reconciliation of present value of scheme liabilities — Injury pensions for Police Officers only (included within the
table above but shown below for additional clarity).

Unfunded liabilities: Police Pension

2010/11 2009/10
£'000’s £'000's
1% April 79,600 56,500
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Current Service Cost 4,000 0
Interest Cost 4,100 3,900
Contributions by scheme participants 0 0
Actuarial (gains) and losses 17,400 22,200
Benefits paid (3,400) (3,400)
Past Service Costs (7,000) 400
31% March 94,700 79,600
Reconciliation of fair value of scheme assets:
Local Government Pension Scheme
2010/11 2009/10
£'000's £'000's
1% April 172,389 120,230
Expected rate of return 11,912 7,856
Actuarial (gains) and losses (1,117) 35,229
Employer contributions 10,303 10,032
Cumulative adjustment to LGPS assets to recognise the difference between
Actuarial and actual employer contributions
14 277
Valuation adjustment on opening asset balance 640 640
Contributions by scheme participants 4,354 4,252
Benefits paid (4,794) (5,210)
31% March 193,701 173,306
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.
Scheme History:
2010/11 2009/10 2008/09 2007/08 2006/07
£'000's £000's £'000's £'000's £'000's
Present value of liabilities:
Local Government Pension Scheme (245,306) (287,443) (168,970) (168,100) (187,230)
Police Pension Schemes (1,927,913) (2,152,635) (1,464,815) (1,401,910) (1,627,605)
Fair value of assets in the Local
Government Pension Scheme 193,701 173,306 121,133 140,120 146,540
Surplus / (deficit) in the scheme:
Local Government Pension Scheme (51,605) (114,137) (47,837) (27,207) (40,030)
Police Pension Scheme (1,927,913) (2,152,625) (1,464,815) (1,401,910) (1,627,605)
Total (1,979,518) | (2,266,762) | (1,512,652) | (1,429,117) | (1,667,635)

The liabilities show the underlying commitments that the authority has in the long run to pay retirement benefits. The
total liability of £1,979m has a substantial impact on the net worth of the authority as recorded in the Balance Sheet,
resulting in a negative overall balance of £1,778m.

However, statutory arrangements for funding the deficit mean that the financial position of the authority remains

healthy:

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

» Finance is only required to be raised to cover police pensions when the pensions are actually paid.
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Local Government Pension

Scheme

2010/11 2009/10

£000's £000's

Opening fair value of scheme assets at 1 April 172,389 120,230
Expected return on scheme assets 11,912 7,856
Actuarial gains (losses) (1,117) 35,229
Contributions by employer 10,303 10,032
Net transfers 0 0
Contributions by scheme participants 4,354 4,252
Estimated benefits paid (4,794) (5,210)
Fair value of scheme assets at 31°' March 193,047 172,389

The return on the Fund for the year to 31% March 2011 is estimated to be 8.4%. This is based on the estimated Fund

value used at the previous accounting date and the estimated Fund Value used at this date. The actual return on the

Fund assets over the year may be different.

The estimated asset allocation for the Local Government Pension Scheme for Kent Police as at 31 March is as follows:

31 March 2011 31 March 2010

£'000's % £000's %
Equities 146,716 76 127,568 74
Gilts 1,930 1 1,724 1
Other Bonds 23,166 12 24,134 14
Property 17,374 9 12,067 7
Cash 3,861 2 6,896 4
Total 193,047 100 172,389 100

Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit method, an estimate of the pensions that
will be payable in future years dependent on assumptions about mortality rates, salary levels, etc. The Police Pension
Schemes has been assessed by Hymans Robertson LLP and the Local Government Pension Scheme (LGPS) liabilities by
Barnett Waddingham, both independent firms of actuaries. Estimates for the LGPS scheme are based on the latest full

valuation of the scheme as at 31 March 2010.

The principal assumptions used in their calculations have been:

Local Government Pension Police Pension Schemes
Scheme
2010/11 2009/10 2010/11 2009/10
£'000's £'000's £'000's £'000's
Long term expected rate of return on assets in the
scheme:
Equity investments 7.4% 7.5% - -
Gilts 4.4% 4.5% - -
Other Bonds 5.5% 5.5% - -
Property 5.4% 5.5% - -
Cash 3.0% 3.0% - -
Mortality assumptions:
Longevity at 65 (60 for Police Officers) for current
pensioners:
Men 19.8 21.5 27.9 27.6
Women 23.9 24.4 30.8 31.0
Longevity at 65 (60 for Police Officers) for future
pensioners:
Men 21.9 22.6 29.5 29.2
Women 25.8 25.5 32.3 32.7
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Rate of inflation 3.5% 3.9% 3.6% 3.8%
Rate of increase in salaries 5.0% 5.4% 4.6% 5.3%
Rate of increase on pensions 2.7% 3.9% 2.8% 3.8%
Rate of discounting for scheme liabilities 5.5% 5.5% 5.5% 5.5%
Take up of option to convert annual pension into

retirement lump sum 50% 50% 90% 90%

The Police Pension scheme has no assets to cover its liabilities. The Local Government Pension Scheme’s assets consist

of the following categories, by proportion of the total assets held:

31 March 2011 31 March 2010

% %

Equities 76 74
Gilts 1 1
Other Bonds 12 14
Property 9 7
Cash 2 4
100 100

Contributions to the Pension funds in 2011/12 are expected to be in line with 2010/11 levels as follows:

Police Pension fund LGPS

£'000’s £'000’s

Employer Contributions 44,400 10,303
Contributions by scheme participants 13,900 4,354
Total 58,300 14,657

Note 38 - Contingent Liabilities

At 31% March 2011 the Authority is part way through a restructure affecting both Police Officers and Staff across the
organisation. This follows Government announcements in the Budget of significant funding reductions to the Police
Service over the next four years.

In order to meet the challenge of a reduced budget the Police Authority and Chief Officer team agreed to embark on
a rigorous review of all services. This review recommended a reduction in staff numbers of 500 Police Officers and
1,000 civilians over the next four years whilst maintaining front-line services. Despite the stated objective of
managing these reductions through natural wastage as people voluntarily leave the organisation there will,
undoubtedly, be some redundancies or, in the case of Police Officers forced retirements through implementation of
little used regulations A19 and A20.

Although a precise financial cost of redundancy cannot be established the Authority has set aside £2.0m in a
Redundancy and Relocation Reserve (see note 21) to meet these costs and is anticipating making these payments in
2011/12 although some may carry over into the following year.

Further detail will be added to future year’s Statement of Accounts as this re-structure develops.
Note 39 - Contingent Assets

There are no material contingent assets for the Authority at 31 March 2010.

Note 40 - Nature and Extent of Risks Arising from Financial Instruments
The Authority’s activities expose it to a variety of financial risks:

Credit risk — the possibility that other parties might fail to pay amounts due to the Authority.

Liquidity risk — the possibility that the authority might not have funds available to meet its commitments to make
payments to its suppliers and creditors.

Price risk — there are three types of price risk: currency risk, interest rate risk and market risk.
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»  Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Authority does not have any such instruments

+ Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market
interest rates. The Authority does not have any such instruments

+ Market risk - the possibility that financial loss might arise for the Authority as a result of changes in such
measures as interest rates.

Risk management focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects
on the resources available to fund services. This service is undertaken by Kent County Council Treasury Management
Department on behalf of the Authority.

The Authority does not generally allow credit for general debtors beyond 30 days, such that of the £1.6m, £0.3m is past
its due date for payment, and can be analysed by age as follows.

2010/11 2009/10

£000 £000

Less than three months 230 353
Three to six months 11 91
Six months to one year 44 24
More than one year 66 24
Total 351 492

A total of £94,000, incorporating many of the older debts, has been included in the 2010/11 accounts as a provision for
debt impairment effectively reducing the value of debtors on the Balance Sheet.

Following the economic downturn and events in the financial markets, the requirement for Governments to guarantee
support for their banks and the performance of rating agencies particularly concerning Icelandic Banks, the Treasury
Management Strategy was revised in November 2008 and carried through to subsequent years.

Credit risk

Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to the Authority’s
customers. Deposits are made with banks and financial institutions by the Treasury Management department of Kent
County Council in accordance with their risk based investment strategy and on advice from ratings companies who
specialise in analysing financial institutions for investment purposes. Additionally in view of guaranteed support from
their Central Governments, only UK and Eurozone banks will be considered as suitable counterparties and where the
sovereign rating is AAA.

Liquidity risk

As Kent Police remains debt free and is predominantly funded through grants and income from the precept to local
authorities there is no significant risk that it will be unable to meet its commitments under financial instruments.

Additionally, to cover short-term commitments, the Authority maintains an instant access account and on call deposit
accounts in line with a detailed cash management plan, minimising the requirement to realise an investment before it
reaches final maturity.

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

Price risk

Market rate risk

The Authority is exposed to risk in terms of its exposure to interest rate movements on its investments. Movements in
Lnézﬁslt rates have a complex effect on the Authority. For instance, a rise in interest rates would have the following

investments at variable rates - the interest income credited to the Income and Expenditure Account will rise
investments at fixed rates - the fair value of the assets will fall
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Note 41 — Jointly Controlled Operations

Jointly controlled operations are explained in Note 1 of the Accounting Policies on page 29. The following table

illustrates the net expenditure relating to each of the four operations Kent Police is involved with in partnership with

Essex Police.
2010/11 2009/10
£'000's £'000's
The joint Serious Crime Directorate 4,169 3,491
The joint Procurement Unit 231 320
The joint Information Services Directorate 11,016 11,290
The joint Marine Unit 205 102
Total 15,621 15,203

The Serious Crime Directorate is working across Kent and Essex to provide intelligence and support to target and tackle
anyone involved in serious criminality in our neighbourhoods, from home-grown criminal networks within our own
communities, to criminals who travel into Kent and Essex to commit offences.

The Directorate is one of the largest in UK policing dedicated to tackling serious and organised crime, with more than
1,100 officers and staff working together across both counties.

The Directorate consists of the following departments:
* Major Crime — investigating murders, attempted murders, kidnap and extortion as well as any stranger rapes;
« Forensics
» Serious and Organised Crime — protects communities by targeting those involved with importing and
distribution of drugs; human trafficking; money laundering and armed robbery
« Intelligence — responsible for co-ordinating intelligence across the counties.

Procurement Services aim to deliver world-class procurement to all our customers while ensuring that both forces
obtain value for money. We make sure contracts are in place to deliver a range of services for both Kent Police and
Essex Police, from uniforms to printing.

The Information Services Directorate
Information is the lifeblood of policing, it informs activities, increases efficiency and helps make our communities safer.
Kestral (Kent and Essex strategic alliance) is the change programme to create an IT Directorate serving Kent and Essex
Police, which will be nationally renowned for:
« supporting world class public safety
« its responsiveness to extraordinary operational events
« being highly efficient and cost effective
« creating innovative solutions
» being a trustworthy partner
The new directorate has five areas of activity:
Plans - communicate and deliver a vision and a strategy that depicts an end game driven by operational need,
and a route map of how to get there.
People - create a fit-for-purpose directorate that is correctly sized, skilled and structured to deliver the
information required by both forces.
Processes - implement effective processes across the directorate that are based on a clear strategy, result in
quality outputs and are made at an appropriate level of authority, within an acceptable timescales.
Convergence of technology - to migrate both forces to an effective platform that enables complete
interoperability for officers and staff.
Convergence of business applications - to create a set of processes, with supporting software, that enables
both forces to become increasingly efficient and effective.

The Marine Unit - Working in regional and international partnership to reassure, build confidence and protect the public
by preventing terrorism, serious and organised crime and providing community engagement in the waters of Kent and
Essex.
Its key activities include:
« Deliver regular joint maritime operations in collaboration with UK Border Force and Maritime and Coastguard
Agency to achieve the National Ports co-ordinators Active Enhancement programme.
»  Provide ACPO (TAM) counter Terrorist Maritime tactical options.
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»  Provide Maritime tactical capability to Regional Maritime Response Team (ReMRET).

+ Provide ACPO Firearms Manual of guidance Maritime tactical option.

» Police the waters of the ACPO portal region of Thames and Dover.

«  Work in partnership with Aquapol countries, Maritime and Coastguard agency, UK Border Agency and Port
Authorities.

¢ Build pubic confidence with the wider marine community through community engagement.

Note 42 — Impact of the transition to IFRS

The Code of Practice on Local Authority Accounting requires that a note is included to the 2010/11 Statement of
Accounts showing the impact of the transition to IFRS. A summary of the main changes can be found in the Treasurer’s
Foreword but the following tables give a numerical illustration of the transition showing the Comprehensive Income and
Expenditure Statement and Balance Sheet for 2010/11 as presented above with the main changes deducted to show a
revised total which would have been disclosed under the Statement of Recommended Practice 2009.

The transition to International Financial Reporting Standards has had a far wider impact than just these two primary
statements however as is evidenced by the length and complexity of this document. There are additional notes on
Investment Properties, Assets Held for Sale as well as more extensive notes on reserves.

The Statement on Movement on the General Fund Balance has been transformed into the Movement in Reserves

Statement whilst the Statement of Total Recognised Gains and Losses has been amalgamated into the Comprehensive
Income and Expenditure Statement.
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IFRS

Capital
Grants
Deferred
Account

Investment
Properties

Assets
Held
for Sale

Short term
Compensated
Absences

Cash
Equivalents

Re-stated
back to pre-
IFRS

£'000’s

£'000’s

£'000’s

£'000’'s

£'000’s

£'000’s

£'000’s

The Comprehensive Income and Expenditure Statement — restated

For the year ended 31 March 2011

Net cost of Policing
Services

89,998

-247

89,751

Other Operating
Expenditure

Gain / loss on disposal
of non-current assets

-321

-321

Gain / loss on disposal
of intangible assets

Financing &
Investment Income
& Expenditure

Interest element of
Finance Leases

59

59

Interest payable on
PFI unitary payments

4,635

4,635

Expected return on
pensions assets

109,477

109,477

Investment interest
income

-918

-918

Taxation & non-
specific grant
income

Capital grants &
contributions

-3,431

3,431

0

Precepts

-90,293

-90,293

Government Grants

-121,946

-121,946

Revenue Support
Grants

-10,293

-10,293

NNDR

-70,881

-70,881

Home Office Pension
Grant

-9,724

-9,724

Surplus / deficit for
the year

-103,709

-100,525

Surplus arising on
revaluation of non-
current assets

375

375

Surplus arising on
revaluation of available
for sale financial assets

-50

-50

Actuarial gains / losses
on pension fund assets
& liabilities

-182,910

-182,910

Total
Comprehensive
Income and
Expenditure

-286,294

-283,110
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The Balance Sheet as at 31 March 2011

IFRS Capital | Investment | Assets Short term Cash Re-stated
Grants Properties Held | Compensated | Equivalents | back to pre-
Deferred for Sale Absences IFRS
Account
£'000's | £'000’s £'000's | £000's £'000's £'000's £'000’s
Property Plant &
Equipment
Land & Buildings 180,819 15,767 196,586
Vehicles, Plant &
equipment 14,685 14,685
Assets under
construction 401 401
Surplus Assets 2,012 1,060 3,072
Investment Properties 15,767 -15,767 0
Intangible Assets
Software 3,502 3,502
217,186 218,246
Long term
investments
Non-property
investments 2,973 2,973
Long term debtors 736 736
Total Long Term
Assets 220,895 221,955
Short term
investments 10,504 31,400 41,904
Inventories 255 255
Short term debtors 14,878 14,878
Cash & cash
equivalents 31,435 -31,400 35
Assets held for sale 1,060 -1,060 0
Total Current Assets 58,132 57,072
Short term creditors -22,079 -22,079
Provisions falling
within 1 year -2,565 2,565 0
Total Current
Liabilities -24,644 -22,079
Long term creditors -50,704 -50,704
Provisions falling due
after 1 year -2,788 -2,788
Capital Grants
Deferred Account 0| -26,912 -26,912
Other Long Term
Liabilities
Net Pension Liability -1,979,517 -1,979,517
Total Long Term
Liabilities -2,033,009 -2,059,921
Net Assets -1,778,626 -1,802,973
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Usable Reserves

General Fund 5,994 5,994

Earmarked Reserves 11,682 11,682

Capital Receipts

Reserve 13,249 13,249

Capital Contributions

Unapplied Reserve 239 324 563

Insurance Fund 3,708 3,708

34,872 35,196

Unusable Reserves

Revaluation Reserve 42,100 649 42,749

Pensions Reserve -1,979,517 -1,979,517

Capital Adjustment

Account 127,200 | -27,885 99,315

Financial Instruments

Adjustment Account -2,296 -2,296

Collection Fund

Adjustment Account 1,580 1,580

Short-term

Compensated

Absences Account -2,565 2,565 0
-1,812,498 -1,838,169

Total Reserves -1,778,626 -1,802,973
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Glossary of Accounting Terms

PSE - Police Staff Equivalent, an employee of Kent Police who is not a Police Officer. Police Community Support
Officers (PCSOs) are PSEs.

PCSO — Police Community Support Officer.

LGPS - Local Government Pension Scheme

Amortisation — Another term for depreciation and usually applied to Intangible assets

Cash equivalent — A financial deposit placed with either a bank, building society, other local authority or the Bank of
England for a term of no longer than three months.

Rule 2 Grants — Additional grants from the Home Office, these are starting to be subsumed within the main police
grant.

BCU - Basic Command Unit, a geographical area of Policing. Currently Kent Police has 6 Basic Command Units: North
Kent, West Kent, Mid Kent, Medway, East Kent and South Kent. Please refer to the Kent Police home page for more
information and for which towns and villages each encompasses. www.kent.pnn.police.uk

Local policing - Includes Neighbourhood Policing teams, incident response and management, local investigations,
specialist community liaison and local command teams and local support overheads.

Dealing with the public - Includes public enquiry officers (front counters), central communications and contact
management units.

Criminal justice arrangements - Includes custody and prisoner handling, criminal justice, the criminal records
bureau, Central Ticket Office for fixed penalty notices and property offices.

Road Policing - Includes traffic policing, vehicle recovery and casualty reduction partnerships.

Specialist operations - Includes the command team and support overheads, air support, underwater / search /
marine support units, dogs sections, public order teams, ports policing units, firearms units and civil contingencies.

Intelligence - Includes the Central intelligence unit command team and associated support overheads, intelligence
gathering and analysis.

Specialist investigations - Includes the crime support command team and associated support overheads, major
investigation teams, economic crime, serious & organised crime unit and public protection units.

Investigative Support - Includes scenes of crime officers; forensic costs paid to external providers such as Cellmark
and the Forensic Science Service; fingerprint / DNA bureau, photographics and all associated local command and
support costs.

National Policing - Including Counter Terrorism and Special Branch duties

Non Distributed Costs - Past Service Pension Costs (IAS19 )

Corporate and Democratic Core - All aspects of Kent Police Authority Members’ activities including officer time spent
providing appropriate advice and support for them.

Activities, which provide the infrastructure, which allows services to be provided and the information required for public
accountability.
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