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THE EXPLANATORY FOREWORD 
 
Introduction 
 
The financial statements for 2007-08, which are set out on the following 
pages, demonstrate the financial performance for the year and the financial 
position at 31 March 2008 in respect of Cheshire Police Authority.  The 
pages that follow include: 
 
Statement of Accounting Policies – explains the policies used to prepare 
these accounts 

Statement of Responsibilities – sets out who is responsible for the various 
aspects of producing and approving these accounts 

Auditor’s Report – this is the report from the Authority’s external auditors 
giving their opinion on the accounts and whether they have been prepared 
in accordance with proper practices 

Income and Expenditure Account – summarises the income received and 
expenditure incurred by the Authority in 2007-08 

Statement of Movement on General Revenue Reserve – compares the 
Authority’s spending against the available funding that it raised for the year, 
taking into account the use of reserves built up in the past and 
contributions to reserves earmarked for future expenditure 

Statement of Total Recognised Gains and Losses – summarises all the 
gains and losses for 2007-08 and reconciles the amount at the end of the 
Income and Expenditure Account to the change in the net worth on the 
Balance Sheet between 2006-07 and 2007-08 

Balance Sheet – states the assets and liabilities of the Authority as at        
31 March 2008 

Cashflow Statement – shows the actual cash inflows and outflows that 
occurred in the year for both revenue and capital transactions 

Annual Governance Statement – provides assurance that the policies, 
procedures and controls in place to ensure corporate governance and 
internal control are working and highlights any areas requiring further 
action 

In addition to the above Statements, notes are also included, giving 
additional information and explanations to support the accounts. 
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Service Expenditure in 2007-08 
 
As shown in the Income and Expenditure Account for 2007-08 the Authority 
spent £263.150m on the following services: 
 
Service £’000 % 
Reducing Crime 17,211 6.5 
Investigating Crime 55,416 21.0 
Promoting Public Safety 70,498 26.8 
Assistance to the Public 64,230 24.4 
Pensions 53,100 20.3 
Other Expenditure * 2,695 1.0 
 263,150  
 

* other expenditure includes corporate and democratic costs, interest payable etc. 

 
Also shown in the Income and Expenditure Account is the funding received 
by the Authority in 2007-08 of £199.98m.  The table below shows where 
this funding came from: 
 
Source of Funding £’000 % 
Police Grant 63,403 31.7 
Revenue Support Grant  7,383 3.7 
Non Domestic Rates 43,992 22.0 
Council Tax 42,630 21.3 
Interest and Investment Income 1,332 0.7 
Specific Grants 20,782 10.4 
Fees, Charges and other Income 14,200 7.1 
Pensions Grant 6,258 3.1 
 199,980  

 
The difference between the two totals shown above of £63.17m represents 
the net deficit for the year before accounting for the use of reserves and 
other statutory adjustments.  These are shown in the Statement of 
Movement on General Revenue Reserve.  
 
Comparison of accounts with revenue outturn for 2007-08 
 
Although the Income and Expenditure Account shows a deficit of £63.17m, 
it does not reflect the amount to be funded by council tax.  The deficit is 
largely due to a number of accounting entries that have been included to 
comply with statutory accounting standards, in particular the charges for 
the use of capital assets and the ‘true’ cost of pension liabilities facing the 
Authority at year end.  For the purposes of the calculation of the council tax, 
these accounting entries are excluded.  Instead the Authority is required to 
provide for the cost of financial capital assets (i.e. cost of borrowing and any 
contributions from the revenue account) together with the employer’s 
contributions to the pension fund.  When these accounting adjustments are 
made, the reduction in general reserves is £0.39m. 
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The Authority set a net revenue budget for 2007-08 of £157.4m which 
represented an increase of 4.72% from 2006-07 and a 6.95% increase in 
council tax.  The Authority also approved the use of £0.4m reserves. 
 
A key role of the Authority is to ensure that the services delivered are 
effective, efficient and provide value for money.  The Audit Commission 
undertakes an annual Police Use of Resources (PURE) assessment enabling 
them to form judgements on the Authority’s arrangements to secure 
effective use of resources across five areas – financial reporting, financial 
management, financial standing, internal control and value for money.  A 
score of 1 to 4 (with 4 representing performance well above minimum 
standards) is allocated to each area and an overall score on the use of 
resources determined.  This can then be compared to other authorities and 
provides independent assurance to both the Authority and the public on 
how well their money is being used. 
 
In December 2007, the Authority was assessed as having an overall score  
of 3, which represented an improvement on the previous year’s score of 2. 
 
Capital Expenditure in 2007-08 
 
During 2007-08 £7.458m was spent on capital, as summarised below: 
 

 £’000 
Land and Buildings 1,823 
Vehicles 1,617 
Equipment and IT Software 4,018 
 7,458 
 

This was funded as follows: 
 

 £’000 
Grants 2,965 
Capital Receipts 280 
Contribution from Reserves 3,021 
Borrowing 1,100 
Other Contributions 92 
 7,458 

 
Borrowing forms part of the normal funding mechanism used for capital 
expenditure.  New loans are acquired to fund future capital payments when 
interest rates are favourable and repayment dates are spread to mitigate 
future exposure to re-financing costs.   
 
The ability to borrow money is controlled through a number of prudential 
indicators which monitor the profile of the loans and their repayment dates, 
the interest rate exposure and the total debt held by the Authority.  During 
2007/08 the Authority did not exceed any limits or controls set by the 
prudential indicators. 
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During 2007/08 the Authority increased its borrowings with an additional 
loan of £0.83m and repaid £0.14m on loans either maturing in year or 
payable in equal instalments.  At the end of March 2008, the Authority had 
£9.37m of outstanding loans. 
 
Balance Sheet / Police Pensions Liability 
 
The Balance Sheet includes a liability of £912.693m to represent the future 
liabilities of police officer and staff pensions.  This amount is included to 
comply with the Financial Reporting Standard (FRS) 17 – Accounting for 
Retirement Benefits.  The principle behind this standard is that costs of 
retirement benefits should be accounted for at the time they were 
committed by the Authority even if the actual payments may be many years 
in the future.  This is a technical accounting entry and does not have any 
impact on the council tax charge, beyond the employer contributions made 
in the year. 
 
As a result of the above technical accounting entry the Balance Sheet shows 
a deficit net worth of £859.249m.  To calculate the actual net worth of the 
Authority the £912.693m needs to be deducted resulting in a positive actual 
net worth of £53.445m. 
 
Revenue Budget for 2008-09 
 
In February 2008, the Authority set a budget for 2008-09 of £168.058m and 
a Band D council tax of £135.75.  This represents increases of 6.76% and 
17% in net budget requirement and council tax respectively, compared to 
2007-08.  In order to balance the budget, the Authority also approved the 
use of £0.56m from reserves.  In setting the budget the Authority was 
strongly of the view that there was a significant operational gap in 
protective and neighbourhood policing, which could only be addressed by 
raising the council tax by 17%. 
 
The Government retains reserve powers to protect taxpayers from excessive 
increases in council tax and along with all other local authorities, it is 
expected that police authorities set council tax increases responsibly, 
having regard to local circumstances in light of Government spending plans 
and the level of Government funding.  For 2009-10 and 2010-11 the 
Authority has been ‘nominated’ which means Central Government have set a 
maximum increase of 3% in Council Tax. 
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Future Developments 
 
During 2007/08, the Authority agreed to bring the Custody Services back in-
house and terminate the existing PFI contract.  At 31 March 2008, 
negotiations were continuing and these accounts recognise the commitment 
the Authority has made as a result of its decision, as shown in note 22.  On 
the 29 April 2008, these negotiations were concluded and Custody Services 
transferred back to the Authority. 
 
Included in the budget for 2008-09 are investments in policing services of 
£5.291m.  These are £2.614m for Protective Services (e.g., counter-
terrorism and witness protection) and £1.603m for Neighbourhood Policing, 
amounting to 54 additional police officers and 112 police staff.  Other areas 
include IT and invest to save programmes of £1.074m.  Against this extra 
investment, savings of £1.327m were also approved. 
 
From 1 April 2009, there will be two new unitary authorities within Cheshire 
replacing the existing County Council and seven District Councils.  There 
will be four unitary councils within the Cheshire Police geographic 
boundaries.  This re-organisation will impact on the Police Authority and in 
the Membership of the Authority and also in the partnership and 
collaborative working currently undertaken by the Authority.   
 
Further Information 
 
Every effort has been made to ensure that the information provided in this 
Statement of Accounts is clear and informative.  Should you require any 
further information or if you have any comments, please telephone the 
Treasurer, Liz Lunn on 01244 614109 or the Head of Finance and 
Procurement, Allan Rainford on telephone 01244 612070. 
 
 
 
 
Liz Lunn, BA CPFA 
Treasurer 

24 June 2008
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STATEMENT OF ACCOUNTING POLICIES 

1. General Principles 
 

The Statement of Accounts summarises the Authority’s transactions for the 
2007-08 financial year and its position at 31 March 2008.  It has been prepared 
in accordance with the Code of Practice on Local Authority Accounting in the 
UK – A Statement of Recommended Practice 2007 (the SORP).  The accounting 
convention adopted is historic cost, modified by the revaluation of certain 
categories of tangible fixed assets.  

2. 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 
 

• Fees, charges and rents due from customers are accounted for as income 
at the date the Authority provides the relevant goods or services 

 
• 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 stocks on the balance sheet 

 
• Works are charged as expenditure when they are completed, before 

which they are carried as works in progress on the balance sheet 
 

• Interest payable on borrowings and receivable on investments is 
accounted for in the year to which it relates, on a basis that reflects the 
overall effect of the loan or investment 

 
• Where income or expenditure has been recognised but cash has not been 

received or paid, a debtor or creditor for the relevant year is recorded in 
the balance sheet.  Where it is doubtful that debts will be settled, the 
balance of debtors is written down and a charge made to revenue for the 
income that might not be collected. 

 
• Income and expenditure are credited and debited to the income and 

expenditure account, unless they properly represent capital receipts or 
capital expenditure.      

3. Provisions 
 
Provisions are made where an event has taken place which gives the Authority 
an obligation that probably requires settlement by a transfer of economic 
benefits, but where the timing of the transfer is uncertain. 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. 
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Provisions are charged to the income and expenditure account in the year in 
which the Authority becomes aware of the obligation, based on the best 
estimate of the likely settlement.  When payments are eventually made, they are 
charged to the provision set up in the balance sheet.  Estimated settlements are 
reviewed at the end of each financial year. Where it becomes more likely than 
not that a transfer of economic benefits will not now be required (or a lower 
settlement than anticipated is made), the provision is adjusted and credited 
back to the Income and Expenditure Account.    
 
Where some or all of the payment required to settle a provision is expected to 
be met by another party (e.g. from an insurance claim), this is only recognised 
as income in the Income and Expenditure Account if it is virtually certain that 
reimbursement will be received. 

4. Reserves 
 
The Authority sets aside specific amounts as reserves for future policy purposes 
or to cover contingencies. Reserves are created by appropriating amounts in the 
Statement of Movement in the General Revenue Reserve.  When expenditure to 
be financed from a reserve is incurred, it is charged to the Income and 
Expenditure Account in that year and is included in the Net Cost of Services.  
The reserve is then appropriated back into the General Revenue Reserve 
statement so that there is no net charge against Council Tax for the 
expenditure. 
 
Certain reserves are kept for tangible fixed assets and retirement benefits that 
do not represent usable resources for the Authority – these reserves are 
explained in the relevant policies below. 

5. Government Revenue Grants and Contributions  
 
Whether paid on account, by instalments or in arrears, government grants and 
third party contributions and donations are recognised as income at the date 
that the Authority satisfies the conditions of entitlement to the 
grant/contribution, there is reasonable assurance that monies will be received 
and the expenditure for which the grant is given has been incurred.   Revenue 
grants are matched in the Income and Expenditure Account with the service 
expenditure to which they relate.  Grants to cover general expenditure (e.g. 
Revenue Support Grant) are credited at the end of the Income and Expenditure 
Account after Net Operating Expenditure. 
 
6. Retirement Benefits 

Employees of the Authority are members of two separate pension schemes: 
 

• The Local Government Pension Scheme administered by Cheshire County 
Council.    
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• The Police Pension Scheme for Police Officers. This is an unfunded 
scheme, meaning there are no investment assets built up to meet the 
pensions liabilities and cash has to be generated to meet actual pensions 
payments as they eventually fall due.  The costs of the scheme are 
supported by an employers’ contribution based on the costs of serving 
officers and central government grant. 

 

Both schemes provide defined benefits to members (retirement lump sums and 
pensions) earned as employees of the Constabulary or Authority.   
 

The impact of these two pension schemes is identified separately in the Income 
and Expenditure Account and balance sheet and in the notes to the Primary 
Statements. The Authority has implemented the following accounting polices: 

 

• Net assets/net liabilities are identified for both funded and unfunded 
pension schemes. The attributable assets of the scheme (local 
government) are measured at fair value; 

• The attributable liabilities of both schemes are measured on an actuarial 
basis, using the projected unit method; 

• Liabilities are discounted at a rate that reflects the time value of money 
and the characteristics of the liability; 

• The surplus/deficit in each scheme is the excess/shortfall of the value of 
assets in the scheme over/below the present value of the scheme’s 
liabilities.  

 

The change in the net pensions’ liability is analysed into the following 
components:  
 

• The current service cost – the increase in liabilities as a result of years of 
service earned this year.  This is charged to the Income and Expenditure 
Account and is apportioned across service headings according to 
numbers of employees.   

• Past service cost – the increase in liabilities arising from current year 
decisions, the effect of which relates to years of service earned in 
previous years. These are debited to the net cost of service in the Income 
and Expenditure Account 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.  This is based 
on the discount rate and the present value of the scheme liabilities at the 
beginning of the period.  The cost is debited to Net Operating 
Expenditure.  

• Expected return on assets – the annual investment return on assets 
based on an average of the expected long term return.  This is credited 
to Net Operating Expenditure. 

• 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.  These are not charged to revenue.  

• Gains/losses arising from settlements or curtailments – the result of 
actions to relieve the Authority of liabilities or events that reduce the 
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expected future service or accrual of benefits of employees.  This is 
debited to the Net Cost of Services as part of non distributed costs.  

 
Statutory provisions limit the Authority to raising Council Tax to cover the 
amounts payable in accordance with the employers’ rate of contribution.  In the 
Statement of Movement on the General Revenue Reserve 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 any amounts payable to the fund but unpaid 
at the year end.  
 
7. VAT 
 
Income and expenditure excludes any amounts related to VAT as all VAT 
collected is payable to H.M Revenue and Customs and all VAT paid is 
recoverable from it. 
 
8. 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 2007 (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 
• Non distributed costs – the costs of discretionary benefits awarded to 

employees retiring early and any depreciation and impairment losses 
chargeable on non-operational properties 

 
These two cost categories are defined in BVACOP and accounted for as 
separate headings in the Income and Expenditure Account as part of Net Cost 
of Services. 

9. Intangible Fixed Assets 
 
Expenditure on assets that do not have physical substance but are 
identifiable and controlled by the Authority (e.g. software licences) is 
capitalised when it will bring benefits to the Authority for more than one 
financial year. The balance is amortised to the Income and Expenditure 
Account over the economic life of the investment to reflect the pattern of 
consumption of benefits. 

10. Tangible Fixed Assets 
 
Tangible Fixed Assets are assets that have physical substance and are held 
for use in the provision of services or for administrative purposes on a 
continuing basis. 
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Recognition: expenditure on the acquisition, creation or enhancement of 
tangible fixed assets is capitalised on an accruals basis, provided that it yields 
benefits to the Authority of more than one year.  Expenditure that secures but 
does not extend the previously assessed standards of performance of assets 
(e.g. repairs and maintenance) is charged to revenue as it is incurred. Assets 
acquired under finance leases are also included within fixed assets. 
 
Measurement: assets are initially measured at cost, comprising all expenditure 
that is directly attributable to bringing the asset into working condition for its 
intended use.   Assets are then carried in the Balance Sheet using the following 
measurement bases: 
 

• Operational properties have been included as assets in the Balance Sheet 
on the basis of the open market value where the property is surplus or 
held as an investment; existing use value where the property is not of a 
specialist nature; and depreciated replacement cost where the property is 
of a specialist nature. Residential properties are regarded as non-
operational and are included in the balance sheet on the basis of open 
market value. 

 
• Properties under construction are included as non operational fixed 

assets on the basis of actual expenditure incurred. They will be valued 
when construction is complete and the asset becomes available for 
operational use 

 
Impairment: the values of each category of assets and of material individual 
assets that are not being depreciated are reviewed at the end of each financial 
year for evidence of reductions in value. Where impairment is identified as part 
of this review or as a result of a valuation exercise, this is accounted for by: 
 

• Where it is attributable to the clear consumption of economic benefits 
charging the loss to the relevant service revenue account 

 
• In all other cases being written off against any revaluation gains (where 

they exist) against the relevant asset within the Revaluation Reserve, with 
any residual amount chargeable to the relevant service revenue account. 

 
Where an impairment loss is charged to the Income and Expenditure Account 
but there were accumulated revaluation gains in the Revaluation Reserve for that 
asset, an amount up to the value of the loss is transferred from the Revaluation 
Reserve to the Capital Adjustment Account. 
 
Disposals: when an asset is disposed of or decommissioned, the value of the 
asset in the Balance Sheet is written off to the Income and Expenditure Account 
as part of the gain or loss on disposal. Receipts from disposals are credited to 
the Income and Expenditure Account as part of the gain or loss on disposal (ie 
netted off against the carrying value of the asset at the time of disposal). Any 
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revaluation gains in the Revaluation Reserve are transferred to the Capital 
Adjustment Account.  
 
The written-off value of disposals is not a charge against council tax, as the cost 
of fixed assets is fully provided for under separate arrangements for capital 
financing. Amounts are appropriated to the Capital Adjustment Account from 
the Statement of Movement on the General Revenue Reserve. 
 
Depreciation: depreciation is provided for on all assets with a determinable 
finite life (except for investment properties), by allocating the value of the asset 
in the Balance Sheet over the periods expected to benefit from their use. 
 
Deprecation is calculated on the following bases: 
 

• Property – straight-line allocation over the life of the property as estimated 
by the valuer. 

 
• Vehicles, plant and equipment – a percentage of the value of each class of 

assets in the Balance Sheet, as advised by a suitably qualified officer. 
 
Where an asset has major components with different estimated useful lives, 
these 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. 
 
Grants and contributions: where grants and contributions are received that are 
identifiable to fixed assets with a finite useful life, the amounts are credited to 
the Government Grants Deferred Account. The balance is then written down to 
revenue to offset depreciation charges made for the related assets in the 
relevant service revenue account, in line with the depreciation policy applied to 
them. 
 
11. Charges to Revenue for Fixed Assets 
 
The Income and Expenditure Account is charged with the following amounts to 
record the full cost of holding fixed assets during the year: 
 

• Depreciation attributable to assets used 
• Impairment losses attributable to the clear consumption of economic 

benefits on tangible assets used and other losses where there has been no 
accumulated gains in the Revaluation Reserve against which they can be 
written off 

• Amortisation of intangible fixed assets attributable to the service 
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The Authority is not required to raise Council Tax to cover depreciation, 
impairment losses or amortisations.  However it is required to make an annual 
provision from revenue to contribute towards the reduction in its overall 
borrowing requirement (for 2007/08 this is equal to at least 4% of the underlying 
amount measured by the adjusted Capital Financing Requirement).  
Depreciation, impairment losses and amortisations are therefore replaced by 
revenue provision in the Statement of Movement on the General Revenue 
Reserve, by way of an adjusting transaction with the Capital Financing Account 
for the difference between the two.     

12. Private Finance Initiative (PFI) 
 
PFI Contracts are agreements to receive services, where the responsibility for 
making available the fixed assets needed to provide the services passes to 
the PFI contractor.  Payments made by the Authority under a contract are 
charged to revenue to reflect the value of services received in each financial 
year. 
 
Residual Interest: Where assets created or enhanced under the PFI scheme 
are to pass to the Authority at the end of the scheme at a cost less than fair 
value (including nil) (residual interests), an amount equal to the difference 
between the fair value and the payment to be made at the end of the contract 
is built up as a long-term debtor over the contract life by reducing the 
amount of the unitary payment charged to revenue matched by a 
corresponding amount in an earmarked PFI Residual Value Reserve.  
 

13. Leases 
 
The Authority accounts for leases as finance leases when substantially all the 
risks and rewards relating to the leased property transfer to the Authority.  The 
Authority holds a finance lease whereby the interest implicit in the lease is 
written down against a long term creditor in equal instalments over the period 
of the lease. 
 
14. Stocks 
 
Stocks are reflected in the balance sheet at historic cost. This is a departure 
from the SORP which requires stocks to be valued at the lower of cost or net 
realisable value. However, for many stock items, particularly uniforms, net 
realisable value would be minimal and would accurately reflect the value to the 
Authority of holding these assets. 
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15. Explanation of Prior Year Adjustments 
 
In the 2007-08 Statement of Accounts, the Authority has amended the accounts 
for 2006-07 to incorporate the accounting treatment of the pensions top up 
grant due from the Secretary of State as a result of the changes to police 
pension funding as a result of the Police Pension Fund Regulations 2007 
coming into force. This amendment impacts on the comparative figures for 
2006-07 primary statements, the changes to which are shown in the table 
below. 
 
 Published 

Amount 
2006-07 
£’000 

Amendment 
for pensions 
top up grant 

£’000 

Revised 
Amount 
2006-07 
£’000 

Income and Expenditure Account  
    
Net Operating Expenditure 212,498 (3,824) 208,674 
Deficit For year (61,735) 3,824 (57,911) 
    
Statement of Movement on General Reserve  
    
Deficit For year (61,735) 3,824 (57,911) 
    
Statement of Total Recognised Gains and Losses 
    
Deficit for year on income and 
expenditure account 

(61,735) 3,824 (57,911) 

Total Recognised gains and 
(losses) 

12,731 3,824 16,555 

    
Balance Sheet    
Liability related to defined 
benefit Pension Scheme 

(1,005,400) 3,824 (1,001,575) 

Pensions Reserve (1,005,400) 3,824 (1,001,575) 
Net Worth (950,277) 3,824 (946,452) 
 
 
16. Redemption of debt 
 
The Authority is required to set aside from its revenue account each a 
minimum amount to repay debt, this is known as the Minimum Revenue 
Provision (MRP).  For 2007/08, this is calculated based on 4% of opening 
balance of the Authority’s capital financing requirement.  From 2008/09 a 
more flexible system based on statutory guidance has replaced the 4% 
requirement.  The Authority will implement these changes in 2008/09. 
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17. Financial Instruments 
 
Investments: Investments are carried at cost, but should the value of an 
investment fall below cost, the investment is written down to market value 
and a provision for the unrealised loss is made in the Income and 
Expenditure Account if the fall is deemed permanent. 
 
Financial Liabilities: Financial liabilities are initially measured at fair value 
and carried at their amortised cost with annual interest payable charged to 
the Income and Expenditure Account based on the carrying amount of the 
liability multiplied by the effective interest rate of the instrument.  For the 
Authority this means that the amount shown on the Balance Sheet 
represents the principal outstanding on its loans and the amount charged to 
the Income and Expenditure Account is the interest payable in year on those 
loans. 
 
Gains and losses on the repurchase or early settlement of borrowing are 
charged to the Income and Expenditure Account in the year of repurchase or 
settlement.  However, where repurchase has taken place as part of a loan 
restructuring that involves the modification or exchange of existing 
instruments, the premium or discount is respectively deducted from or 
added to the amortised costs of the new or modified loan and the write 
down to the Income and Expenditure Account is spread over the like of the 
loan by an adjustment to the effective interest rate. 
 
Where premiums and discounts have been charged to the Income and 
Expenditure Account, regulations allow the impact on the General Fund 
Balance to be spread over future years.  The Authority has a policy of 
spreading the gain/loss over the term that was remaining on the loan 
against which the premium was payable or discount receivable when it was 
repaid.  The reconciliation of amounts charged to the Income and 
Expenditure Account to the net charge required against the General Fund 
Balance is managed by a transfer to or form the Financial Instruments 
Adjustment Account in the Statement of Movement on the General Fund 
Balance. 
 
Financial Assets:  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 
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Loans and Receivables are initially measured at fair value and carried at their 
amortised cost with annual credits to the Income and Expenditure Account 
for interest receivable based on the carrying amount of the asset multiplied 
by the effective rate of interest for the instrument.  For the Authority this 
means that the amount shown on the Balance Sheet is the outstanding 
principal due and the amount charged to the Income and Expenditure 
Account is the interest receivable in year on those loans. 
 
Where assets are identified as impaired, because of a likelihood arising from 
a past event, that payments due under the contract will not be made, the 
asset is written down and a charge made to the Income and Expenditure 
Account.  Any gains and losses that arise on the de-recognition of the asset 
are credited/debited to the Income and Expenditure Account. 
 
“Available for sale” assets are initially measured and carried at fair value.  
Where the asset has fixed or determinable payments, annual credits to the 
Income and Expenditure Account for interest receivable are based on the 
amortised cost of the asset multiplied by the effective rate of interest for the 
instrument.  Where there are no fixed or determinable payments, income 
(e.g. dividends) is credited to the Income and Expenditure Account when it 
becomes receivable by the Authority. 
 
Assets are maintained in the Balance Sheet at fair value.  Values are based 
on the following principles: 
 
• Instruments with quoted market prices – the market price 

• Other instruments with fixed and determinable payments – discounted 
cash flow analysis 

• Equity shares with no quoted market prices – independent appraisal of 
company valuations 

 
Changes in fair value are balanced by an entry in the “Available for sale” 
Reserve and the gain/loss is recognised in the Statement of Total 
Recognised Gains and Losses (STRGL).  The exception is where impairment 
losses have been incurred and are debited to the Income and Expenditure 
Account, along with any net gain/loss for the asset accumulated in the 
Reserve. 
 
Where assets are identified as impaired, because of a likelihood arising from 
a past event, that payments due under the contract will not be made, the 
asset is written down and a charge made to the Income and Expenditure 
Account. 
 
Any gains and losses that arise on the de-recognition of the asset are 
credited/debited to the Income and Expenditure Account, along with any 
accumulated gains/losses previously recognised in the Statement of Total 
Recognised Gains and Losses (STRGL).  Where fair value cannot be measured 
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reliably, the instrument is carried at cost (less any impairment losses). 
 

STATEMENT OF RESPONSIBILITIES  

Responsibilities of the Cheshire Police Authority 
 
The Authority is required:  

• To make arrangements for the proper administration of its financial 
affairs and to ensure that the Treasurer to the Authority has the 
resources for the administration of those affairs. 

• To manage its affairs to secure economic, efficient and effective use of 
resources and to safeguard its assets. 

• To approve the statement of accounts 
 

Chairman of Audit Committee Certificate 
 
I certify that the Final Statement of Accounts has received the full approval of 
Members of the Audit Committee. 
 
 
 
 
 
 
Chairman of Audit Committee 
24 June 2008 

Responsibilities of the Treasurer 
 
The Treasurer is responsible for ensuring that the financial affairs of the 
Authority and the Constabulary are properly administered. The Treasurer is 
also required to provide financial advice to the Authority and an effective 
internal audit service and prepare the Authority’s Statement of Accounts. In 
terms of the CIPFA Code of Practice on Local Authority Accounting in the UK, 
the Statement is required to present fairly the financial position of the 
Authority at the accounting date and its income and expenditure for the year 
ended 31 March 2008. The CIPFA Best Value Accounting Code of Practice 
requires the Net Cost of Service shown in the Income and Expenditure account 
to be analysed over the mandatory divisions of service prescribed by the Code. 
In order to fulfil these obligations the Treasurer has made the following 
arrangements:  

In preparing this Statement of Accounts; 
 
• that accounting policies have been applied consistently, and the 

accounting concepts of materiality, going concern, matching, 
consistency and prudence have been observed; 

• that reasonable judgements and prudent estimates have been made 
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where appropriate; 
• that there has been compliance with the Code of Practice on Local 

Authority Accounting in Great Britain and the Best Value Accounting 
Code of Practice. 

 
In addition; 
 
• that up to date and proper accounting records have been kept; 
• that reasonable steps have been taken for the prevention and detection 

of fraud and other irregularities.  
• accurate representations have been made to the Authority’s Auditor, 

all relevant records made available and any matters that could have a 
material effect on the financial statements have been disclosed 

 
Treasurer’s Certificate 
 
I certify that the Statement of Accounts presents fairly the financial position 
of the Authority as at 31 March 2008 and I duly authorise the Statement for 
issue. 

 
 
 
 
 
Liz Lunn, BA CPFA 

Treasurer 

24 June 2008 
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INDEPENDENT EXTERNAL AUDITOR’S REPORT TO 
THE MEMBERS OF CHESHIRE POLICE AUTHORITY 
 

Opinion on the financial statements 

I have audited the accounting statements, the police pension fund 
accounting statements and related notes of Cheshire Police Authority for 
the year ended 31 March 2008 under the Audit Commission Act 1998. The 
accounting statements comprise the Income and Expenditure Account, 
Statement of Movement on the General Fund Balance, Balance Sheet, 
Statement of Total Recognised Gains and Losses, Cash Flow Statement, and 
the related notes. The police pension fund accounting statements comprise 
the Fund Account, the Net Assets Statement and the related notes. The 
financial statements and police pension fund accounting statements have 
been prepared under the accounting policies set out within them. 

This report is made solely to the members of Cheshire Police Authority in 
accordance with Part II of the Audit Commission Act 1998 and for no other 
purpose, as set out in paragraph 36 of the Statement of Responsibilities of 
Auditors and of Audited Bodies prepared by the Audit Commission. 

 

Respective responsibilities of the Treasurer and auditor 

The Treasurer’s responsibilities for preparing the financial statements, 
including the police pension fund accounting statements, in accordance 
with applicable laws and regulations and the Statement of Recommended 
Practice on Local Authority Accounting in the United Kingdom 2007 are set 
out in the Statement of Responsibilities.  

My responsibility is to audit the accounting statements in accordance with 
relevant legal and regulatory requirements and International Standards on 
Auditing (UK and Ireland).  

I report to you my opinion as to whether the accounting statements, the 
police pension fund accounting statements and related notes present fairly, 
in accordance with applicable laws and regulations and the Statement of 
Recommended Practice on Local Authority Accounting in the United 
Kingdom 2007: 

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

• the financial transactions of its police pension fund during the year 
and the amount and disposition of the fund’s assets and liabilities, 
other than liabilities to pay pensions and other benefits after the end 
of the scheme year. 
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I review whether the governance statement reflects compliance with 
‘Delivering Good Governance in Local Government: A Framework’ published 
by CIPFA/SOLACE in June 2007. I report if it does not comply with proper 
practices specified by CIPFA/SOLACE or if the statement is misleading or 
inconsistent with other information I am aware of from my audit of the 
financial statements. I am not required to consider, nor have I considered, 
whether the governance statement covers all risks and controls. Neither am 
I required to form an opinion on the effectiveness of the Authority’s 
corporate governance procedures or its risk and control procedures. 

I read other information published with the accounting statements, the 
police pension fund accounting statements and related notes and consider 
whether it is consistent with the audited accounting statements, the police 
pension fund accounting statements and related notes. This other 
information comprises the Explanatory Foreword. I consider the 
implications for my report if I become aware of any apparent 
misstatements or material inconsistencies with the accounting statements, 
the police pension fund accounting statements and related notes. My 
responsibilities do not extend to any other information. 

 

Basis of audit opinion 

I conducted my audit in accordance with the Audit Commission Act 1998, 
the Code of Audit Practice issued by the Audit Commission and 
International Standards on Auditing (UK and Ireland) issued by the Auditing 
Practices Board. An audit includes examination, on a test basis, of evidence 
relevant to the amounts and disclosures in the accounting statements, the 
police pension fund accounting statements and related notes. It also 
includes an assessment of the significant estimates and judgments made 
by the Authority in the preparation of the accounting statements, the police 
pension fund accounting statements and related notes, and of whether the 
accounting policies are appropriate to the Authority’s circumstances, 
consistently applied and adequately disclosed. 

I planned and performed my audit so as to obtain all the information and 
explanations which I considered necessary in order to provide me with 
sufficient evidence to give reasonable assurance that the accounting 
statements, the police pension fund accounting statements and related 
notes are free from material misstatement, whether caused by fraud or 
other irregularity or error. In forming my opinion I also evaluated the 
overall adequacy of the presentation of information in the accounting 
statements, the police pension fund accounting statements and related 
notes. 
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Opinion 

In my opinion:  

• The accounting statements and related notes present fairly, in 
accordance with applicable laws and regulations and the Statement 
of Recommended Practice on Local Authority Accounting in the 
United Kingdom 2007, the financial position of the Authority as at 31 
March 2008 and its income and expenditure for the year then ended; 
and 

• The police pension fund accounting statements present fairly, in 
accordance with the Statement of Recommended Practice on Local 
Authority Accounting in the United Kingdom 2007, the financial 
transactions of the police pension fund during the year ended 31 
March 2008 and the amount and disposition of the fund’s assets and 
liabilities as at 31 March 2008, other than liabilities to pay pensions 
and other benefits after the end of the scheme year. 

 

Conclusion on 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 regularly to review the 
adequacy and effectiveness of these arrangements.  

 

Auditor’s Responsibilities 

I am required by the Audit Commission Act 1998 to be satisfied that proper 
arrangements have been made by the Authority for securing economy, 
efficiency and effectiveness in its use of resources. The Code of Audit 
Practice issued by the Audit Commission requires me to report to you my 
conclusion in relation to proper arrangements, having regard to relevant 
criteria specified by the Audit Commission for police authorities. I report if 
significant matters have come to my attention which prevent me from 
concluding that the Authority has made such proper arrangements. 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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Conclusion  

I have undertaken my audit in accordance with the Code of Audit Practice 
and having regard to the criteria for police authorities specified by the 
Audit Commission and published in December 2006, I am satisfied that, in 
all significant respects, Cheshire Police Authority made proper 
arrangements to secure economy, efficiency and effectiveness in its use of 
resources for the year ending 31 March 2008. 

Certificate 

I certify that I have completed the audit of the accounts in accordance with 
the requirements of the Audit Commission Act 1998 and the Code of Audit 
Practice issued by the Audit Commission. 

   
 
 
 
   
Judith Tench 
District Auditor 
 
 
The Heath Business & Technical Park 
Runcorn 
Cheshire 
WA7 4QX 

18th September 2008 
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PRIMARY STATEMENTS 
 

INCOME AND EXPENDITURE ACCOUNT 
 
This account summarises the resources that have been generated and 
consumed in providing services and managing the Authority during the last 
year.  It includes all day to day expenses and related income on an accruals 
basis, as well as transactions measuring the value of fixed assets actually 
consumed and the real value of retirement benefits earned by employees in 
the year.    
 
 

Restated 
Net 

Expenditure 
2006-07 

 
£’000 

  Gross 
Expenditure 

 
 
 

£’000 

Gross 
Income 

 
 
 

£’000 

Net 
Expenditure 
2007-08 

 
 

£’000 

163,100  Police Service 207,355 (34,869) 172,486 

      

1,475  Corporate and Democratic Core 1,905 (113) 1,792 

      

30  Non Distributed Cost 350  350 

      

164,605  Net Cost of Service 208,210 (34,982) 174,628 

      

407  Interest Payable and Similar Charges   440 

(1,264)  Interest and Investment Income   (1,332) 

48,750  
Pensions interest cost and expected 
return on pensions assets 

  53,100 

(3,824)  
Home Office grant payable towards 
the costs of retirement benefits 

  (6,258) 

      

208,674  Net Operating Expenditure   220,578 

      

(62,054)  Police Grant   (63,403) 

(8,344)  Revenue Support Grant    (7,383) 

(40,850)  Non Domestic Rates Income   (43,992) 

(39,515)  
Precept on Council Tax Collection 
Funds 

  (42,630) 

      

57,911  Deficit for the year    63,170 

 

 
Further details supporting the above Income and Expenditure Account 
can be found in Notes 1 to 12.
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STATEMENT OF MOVEMENT ON GENERAL 
REVENUE RESERVE 
  
The Income and Expenditure Account shows the Authority’s actual financial 
performance for the year, measured in terms of resources consumed and 
generated over the past 12 months.   However, the Authority is required to 
raise council tax on a different basis, the main differences being:  
  
• Capital investment is accounted for as it is financed, rather than when 

the fixed assets are consumed.   
• Retirement benefits are charged as amounts become payable to 

pension funds and pensioners, rather than as future benefits are 
earned.   
 

The General Revenue Reserve compares the Authority’s spending against 
the council tax raised for the year, taking into account the use of reserves 
built up in the past and contributions to reserves earmarked for future 
expenditure.   
 
The reconciliation statement below summarises the differences between 
the outturn on the Income and Expenditure account and the General 
Revenue Reserve.    
 

RECONCILIATION STATEMENT 
 
2006-07 

 
£’000 

 2007-08 
 

£’000 
57,911 Deficit for the Year on Income and Expenditure 

Account 
63,170 

   
(57,512) Net additional amount required by statute and non 

statutory proper practices to be credited to the 
General Revenue Reserve for the year.   

(62,781) 

   
399 (Increase)/decrease in General Revenue Reserve  

for the year. 
389 

   
(10,137) General Revenue Reserve – Cr balance brought forward (9,738) 

   
(9,738) General Revenue Reserve -  Cr balance carried forward (9,349) 
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 Notes of reconciling items for the Statement of 
Movement on the General Revenue Reserve  

  

     
2006-07 

 
£’000 

 2007-08 
 

£’000 

 
 

£’000 

Notes 

     
 Amounts included in the Income & Expenditure Account, but 
required by statute to be excluded when determining the 
movement on the General Revenue Reserve for the year 

 

     
(1,155) Amortisation of intangible fixed assets (1,225)  13 

     
(5,165) Depreciation and impairment of fixed assets (11,151)   

     
4,443 Government Grants Deferred amortisation 3,775  5 

     

(88,020) 
Net Charges for retirement benefits in 
accordance with FRS 17  

(91,536)  29 

     
(89,897)   (100,137)  

     
     
 Amounts not included in the Income & Expenditure Account, but 
required by statute to be included when determining the 
movement on the General Revenue Reserve for the year. 

 

     
     

382 
Minimum Revenue Provision for Capital 
Financing 

411  5 

     

26,230 
Employers Contributions payable to the 
Cheshire Pension Fund 

28,453  29 

     

3,824 
Additional contributions payable to balance 
the deficit on the Pension Fund Account  

6,258  
 

     
30,436   35,122  

 Transfers to or from the General Revenue Reserve that are 
required to be taken into account when determining the 
movement on the Reserves balance for the year 

 

     
1,949 Net Transfer to/(from) earmarked reserves  2,234  

     

(57,512) 
Net additional amount required to be 
credited to the General Revenue Reserve 

 
(62,781) 
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STATEMENT OF TOTAL RECOGNISED GAINS AND 
LOSSES 
 
This statement brings together all the gains and losses of the authority for 
the year and shows the aggregate increase in its net worth.  In addition to 
the surplus generated on the Income and Expenditure Account, it includes 
gains and losses relating to the revaluation of fixed assets and re-
measurement of the net liability to cover the cost of retirement benefits.    
 
 
2006-07 

 
£’000 

 2007-08 
 

£’000 

Notes 

    

(57,911) 
Deficit for the year on the Income and Expenditure 
Account    

(63,170) 
 

    

(124) (Deficit)/ surplus arising on revaluation of Fixed Assets 4,666 
 

    

74,590 
Actuarial (losses)/gains on pension fund assets and 
liabilities 

145,707 4 

    

16,555 Total Recognised (Loss)/Gain for the Year 87,203  
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BALANCE SHEET AS AT 31 MARCH 2008  
 
2007 
£’000 

 
Fixed Assets 

2008 
£’000 

2008 
£’000 

Note 

1,402 Intangible Assets 1,108  13 

     

 Tangible Fixed Assets   14 

 Operational Assets    

37,199   - Property 35,834   

2,680   - Vehicles 2,902   

4,778   - Equipment 3,925   

     

 Non Operational Assets    

2,246   - Police Houses 3,702   

844   - Assets Under Construction  1,544  15 

49,149 Total Fixed Assets  49,015  

     

9,553 Long Term Debtors and Prepayments  7,700 16, 20 

     

58,702 Total Long Term Assets  56,715  

     

 Current Assets    

261 Stocks 254  21 

0 Work in Progress (Custody) 13,002  22 

9,909 Debtors and Prepayments 9,779  23 

9,685 Short Term Investments 11,522  24 

10,065 Cash in Hand 5,513  24 

   40,070  

88,622 Total Assets  96,785  

     

 Current Liabilities    

(13,349)  Creditors (13,468)  25 

(442)  Deposits (608)  26 

(156)  Borrowing repayable within 12 months (520)   

(166)  Bank Overdraft 0   

   (14,596)  

74,509 Total Assets Less Current Liabilities  82,189  

     

 Long Term Liabilities    

(2,109)  Long Term Creditors  (2,590)  

(8,543)  Long Term Borrowing  (8,853) 27 

(591)  Provisions   (9,810) 28 

(8,143)  Government Grants Deferred Account  (7,492) 32 

(1,001,575) Liability related to defined benefit Pension Scheme  (912,693) 4,29 

(946,452) Total Assets Less Liabilities  (859,249)  

REPRESENTED BY:    

 Reserves:    

28,796  Capital Adjustment Account   23,638 31(d) 

0  Revaluation Reserve   4,478 31 (e) 

7,361  Capital Receipts Reserve   7,528 31 (a) 

1,556  Deferred Capital Receipts   1,386 31 (b) 

(1,001,575) Pensions Reserve  (912,693) 29 

2,029 Unapplied Capital Grants Reserve  2,262 31 (c) 

2,907 Revenue Reserve for Capital  170 30 (e) 

200 Insurance Reserve  200 30 (d) 

1,624 Neighbourhood Policing Reserve  1,421 30 (f) 

0 PFI Residual Value Reserve  2,170 30 (g) 

912 Other Reserves  842 30(a-c) 

9,738 General Revenue Reserve    9,349 30  

(946,452) Total Net Worth   (859,249)  
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CASHFLOW STATEMENT  

This statement summarises the inflows and outflows of cash arising from 
transactions with third parties for revenue and capital purposes.  Cash is defined 
for the purposes of this statement as cash in hand and deposits repayable on 
demand less overdrafts repayable on demand.    NOTE 33 
 

  
£’000 

2007-08 
£’000 

 
£’000 

2006-07 
£’000 

REVENUE ACTIVITIES     
Cash Outflows     

Cash paid to and on behalf of employees 140,284  131,303  

Other operating cash payments 56,490  48,855  
     
Cash Inflows     

Revenue Support Grant  (7,383)  (8,344)  
Other Government Grants  (90,771)  (86,449)  
Precepts (42,561)  (39,432)  
Surplus on Collection Funds (69)  (83)  
National non domestic rate receipts (43,992)  (40,850)  
Cash received for goods and services  (13,338) (1,340) (9,446) (4,446) 

     
RETURNS ON INVESTMENTS & SERVICING OF FINANCE    
Cash Outflows     

Interest paid 439  406  
     
Cash Inflows     

Interest received  (1,486) (1,047) (866) (460) 
     
CAPITAL  ACTIVITIES     
Cash Outflows     

Purchase of Fixed Assets 9,439  6,491  
Contribution to Assets Under Construction 0  462  
Other capital cash payments 1,236  1,619  

     
Cash Inflows     

Sale of fixed assets (836)  (5,917)  
Capital grants received (3,869)  (4,782)  
Other capital cash receipts  (51) 5,919 (59) (2,186) 

     
NET CASH (INFLOW)/OUTFLOW BEFORE FINANCING 3,532  (7,092) 
     
MANAGEMENT OF LIQUID RESOURCES     
     
Net increase/(decrease) in short term deposit  1,815  2,985 
     
FINANCING     
Cash Outflows     

Repayments of amounts borrowed 156  156  
     
Cash Inflows     

New long term loans raised (830)  (859)  
New short term loans raised  - (674) - (703) 

     
NET (INCREASE)/DECREASE IN CASH  4,673  (4,810) 
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POLICE PENSION FUND 

The Government introduced new arrangements for the funding of Police 

Pensions with effect from 1 April 2006. Under these new arrangements income 

and expenditure on Police Pensions is taken to a separate fund account. The 

overall net cost of the fund is met by specific grant from Government. 

 

 

 FUND ACCOUNT  

2006-07 
£’000 

 
2007-08 
£’000 

 Contributions Receivable from:  

(17,098) Employer  at 24.6% of pensionable pay (17,516) 

(495) Early Retirements (884) 

(7,708) From current employees (7,861) 

(25,301)  (26,261) 

(524) Transfers in from other Police Authorities (470) 

(493) Transfers in from other pension schemes (687) 

(26,318)  (27,418) 

   

 Benefits Payable:  

23,996 Pensions 25,624 

5,322 Commutations and lump sum retirement benefits 7,555 

64 Lump sum death benefits 171 

   

 Payments to and on account of leavers  

718 Transfers out to other schemes 313 

42 Refunds of contributions 13 

30,142  33,676 

   

3,824 Net amount payable for the year 6,258 

(3,824) Additional Contribution from the Police Authority (6,258) 

Nil Net balance on fund in year Nil 

   

 NET ASSET STATEMENT  

2006-07 
£’000 

 
2007-08 
£’000 

 Unpaid Pensions Due 762 

 Amount Owing to General Fund (762) 

Nil  Nil 
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NOTES TO THE PRIMARY STATEMENTS 

 
1.  BEST VALUE CODE OF PRACTICE  

 
The Service Expenditure headings in the Income and Expenditure 
Account reflect the requirements of the CIPFA Best Value Accounting 
Code of Practice.  The Code establishes 'proper practices' with regard to 
financial reporting and seeks to ensure that information is consistent 
and provides comparability.   For 2007-08 there has been an amendment 
to the Code of Practice that now requires the Authority to show a single 
cost of policing.  
 
For prior year comparison purposes and to assist the user of the accounts 
the previous definitions that applied up to 2007-08 have been retained. 
These are explained below together with a table showing a cost 
breakdown of the Policing services figure contained in the Income and 
Expenditure Accounts. 
 
Police activities are grouped into standard divisions of service which are 
described below.   
 
Reducing Crime 
This includes the cost of intelligence and surveillance teams as well as 
some local community services. 
 
Investigating Crime 
This includes all Criminal Investigation Departments and Specialist 
Crime Units e.g. Scenes of Crime, Major Incident Units and Operational 
Units (e.g. Firearms, Underwater Search Unit).  
 
Promoting Public Safety 
This includes all operational support units, information centres, 
operational planning units, control rooms and other incident response 
units. 
 
Assistance to the Public 
This includes “reassurance” policing units such as Police Community 
Support Officers and specials, as well as visitor handling, press and 
public relations. 
 
Corporate and Democratic Core 
This includes the cost of the corporate infrastructure (e.g. the Authority’s 
Office and external audit fees) and the cost of democratic representation 
(e.g. members’ allowances).  
 
Non Distributed Cost 
These are costs that have arisen because of decisions taken to improve 
the retirement benefits of employees.  They relate mostly to discretionary 
benefits awarded to employees on early retirement and include the cost 
of added years and unreduced pension benefits awarded before a serving 
Officer’s normal retirement age.  
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Table 1: Analysis of policing services  

Restated 
Net 

Expenditure 
2006-07 

 
£’000 

   
Gross 

Expenditure 
 
 

£’000 

 
Gross 
Income 

 
 

£’000 

 
Net 

Expenditure 
2007-08 

 
£’000 

  Crime    

16,571   Reducing Crime 17,211 (1,447) 15,764 

45,964   Investigating Crime 55,416 (7,895) 47,521 

      

  Policing in the Community    

55,786   Promoting Public Safety 70,498 (13,875) 56,623 
44,779   Assistance to the Public 64,230 (11,652) 52,578 

163,100  Police Service 207,355 (34,869) 172,486 
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2. SUBJECTIVE ANALYSIS 
 

This note shows the figures contained in the Income and Expenditure 
Account in terms of their subjective nature. 

 
 2007-08 

 
£’000 

2006-07 
 

£’000 
   
Employees  - Police Pay and Allowances 90,816 87,531 
  - Civilian Pay and Allowances  42,980 35,280 
  - Other Pay and Allowances 3,873 4,908 
Police Pensions (net) 19,052 18,368 
Premises  10,340 9,601 
Transport 4,364 3,985 
Supplies and Services  15,300 15,567 
Third Party payments 3,431 3,352 
Contracted Out Services  671 741 
Pensions - Current Service Net Cost 9,673 13,010 
Pensions – Non Distributed Past Service Cost 310 30 
Depreciation and Amortisation of Fixed Assets 12,359 6,320 
Release of Government Grants Deferred (3,758) (4,443) 
   
TOTAL SERVICE EXPENDITURE 209,411 194,250 
   
Service Income (34,783) (29,645) 
   
NET COST OF SERVICE 174,628 164,605 
   
Interest Payable and Similar Charges 440 407 
Interest and Investment Income (1,332) (1,264) 
Home Office grant payable towards the costs of retirement 
benefits 

(6,258) (3,824) 

Pensions Interest Cost and Return on Pensions Assets 53,100 48,750 
   
NET OPERATING EXPENDITURE 220,578 208,674 
   
Police Grant (63,403) (62,054) 
Revenue Support Grant  (7,383) (8,344) 
National Non-Domestic Income (43,992) (40,850) 
Precept Demand on Council Tax Collection Funds (42,630) (39,515) 
   

NET DEFICIT FOR YEAR 63,170 57,911 
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3. SERVICE INCOME  
 
 2007-08 

£’000 
2006-07 
£’000 

Fees & Charges 1,951 1,935 
Sales 122 110 
Reimbursements   

- Casualty Reduction Partnership, Hypothecated  fines 974 966 
- Central Services 1,411 1,610 
- Regional Services 414 420 
- PFI Reimbursements 208 136 
- Home Office Operations  - 145 
- Reimbursements from Other Forces (Quadrant) 178 184 
- Reimbursements - Asset Recovery - POCA 2002  336 252 
- Other Reimbursements 1,252 830 

Total  6,846 6,588 
   
Analysis of Grants   

 - HQ Private Finance Initiative 7,229 7,230 
- Crime Fighting Fund 4,173 4,227 
- Community Support Officers 4,134 3,393 
- Special Formula Grant 2,629 2,563 
- Rural Policing  8 26 
- Basic Command Unit Grant  573 545 
- Initial Police Learning & Development Programme 117 315 
- No Witness No Justice  - 158 
- IMPACT 30 130 
- Police Restructuring - 100 
- Specials Co-ordination 62 97 
- National Intelligence Model  - 34 
- Alcohol Misuse - 30 
- Specials Conference  - 25 
- Knife Amnesty - 16 
- Citizen Focus Policing  - 5 
- ACPO Safer Homes 1 40 
- HR Employee Support 0 5 
- Counter Terrorism 1,154 995 
- Bikesafe 14 16 
- NPU Discretionary Payments - 10 
- Other Grants 234 127 
- NPF Discretionary Payments 304 - 
- Criminal Justice Simpler, Speedier, Swifter 120 - 

Total Grants 20,782 20,087 
   
Mutual Aid 4,247 1,175 
External Agency Funding 3,102 1,790 
VAT Recovered 5 5 
   

TOTAL SERVICE INCOME 34,982 29,645 
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4.  PENSIONS INFORMATION 
 

Participation in Pensions Schemes  
 
As part of the terms and conditions of employment of its Officers and 
Staff, the Authority offers retirement benefits.  Although these benefits 
will not actually be payable until employees retire, the Authority has a 
commitment to record the future 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 (LGPS) for Police Staff, 

administered by Cheshire County Council. This is a funded scheme, 
meaning that the scheme’s liabilities are backed by investment 
assets. The Authority and its employees pay contributions into the 
fund, calculated at a level intended to balance the pension liabilities 
with investment assets.   

 
• The Police Pension Scheme for Police Officers. This is an unfunded 

scheme, meaning there are no investment assets built up to meet the 
pension liabilities and cash has to be generated to meet actual pension 
payments as they eventually fall due.  

 
Transactions relating to retirement benefits  

 
We 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 we are required to 
make against Council Tax is based on the cash payable in the year, so 
the real cost of retirement benefits is reversed out in the Statement of 
Movement in the General Revenue Reserve.  The following transactions 
have been made in the Income and Expenditure Account and Statement 
of Movement in the General Revenue Reserve during the year.    
 

FRS17 
 
It should be noted that in order to estimate the market value of the 
Pension Fund assets at 31 March 2008 the actuary uses the actual 
market value of assets as at 31 December 2007 and an estimate of the 
final quarter's investment returns. Investment returns can fluctuate and 
can be volatile and differences can arise between the estimated value 
and the actual value, which is only known after the date of production of 
the FRS17 report. Where it is felt that an difference is significant 
adjustments will be made to the statements. This has not felt necessary 
for 2007-08. 
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Assets and Liabilities in relation to Retirement Benefits   
The underlying assets and liabilities for retirement benefits attributable to 
the Authority at 31 March are as follows:  

 Local Govt. 
Pension Scheme 

Police  
Pension Scheme 

Total 

 31.3.08 
£’000 

31.3.07 
£’000 

31.3.08 
£’000 

31.3.07 
£’000 

31.3.08 
£’000 

31.3.07 
£’000 

Estimated 
Liabilities in 
the scheme 

(89,261) (99,500) (912,000) (984,600) (1,001,261) (1,084,100) 

Estimated 
Assets in the 
scheme 

  78,485   78,700 - - 78,485 78,700 

Net Liability (10,776) (20,800) (912,000) (984,600) (922,776) (1,005,400) 

 

Local Government 
Pension Scheme 

Police Pension 
Scheme 

 2007-08 
£’000 

2006-07 
£’000 

2007-08 
£’000 

2006-07 
£’000 

Income and Expenditure 
Account 

    

     

Net Cost of Service     
• Current service costs 5,326 5,540 32,800 33,700 

• Past service cost 310 30 0 0 
     
Net Operating Expenditure     
• Interest cost 5,513 4,870 53,400 48,800 

• Expected return on assets 
in the scheme 

(5,813) (4,920) 0 0 

     

Net charge to the Income and 
Expenditure Account 

5,336 5,520 86,200 82,500 

     
Statement of Movement in the 
General Revenue Reserve  

    

     

Amounts to be met from 
Government Grants and Local 
Taxation: 

    

• Movement on pensions 
reserve 

(483) (1,490) (62,600) (60,300) 

     

Actual amount charged 
against General Revenue 
Reserve for pensions in the 
year: 

    

• Employers contributions 
payable to the scheme 

(4,853) (4,030)  - 

• Retirement benefits 
payable to pensioners 

  (23,600) (22,200) 
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The Liabilities show the underlying commitments that the Authority has in 
the long run to pay retirement benefits.  The total liability of £923m has a 
substantial impact on the net worth of the Authority as recorded in the 
Balance Sheet, resulting in a negative overall balance of £859m.   

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 
increasing 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.  

 

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 dependant on assumptions about mortality rates, salary levels etc.  
Both the Police Scheme and the Cheshire Pension Fund liabilities have 
been assessed by Hymans Robertson and Co, an independent firm of 
actuaries, estimates for the Cheshire Pension Fund being based on the 
latest full valuation of the scheme as at 31 March 2008. The main 
assumptions used in their calculations have been as follows:    

 

 Local Government 
Pension Scheme 

Police Pension 
Scheme 

  2007-08 
% 

2006-07 
% 

2007-08 
% 

2006-07 
% 

Rate of Inflation  3.6 3.2 3.6 3.2 
Rate of increase in salaries  5.1 4.7 5.1 4.7 
Rate of increase in pensions  3.6 3.2 3.6 3.2 
Proportion of employees opting to 
take a commuted lump sum  

       0        0 n/a n/a 

Rate for discounting scheme 
liabilities   

6.9 5.4 6.9 5.4 

     
 

 

LOCAL GOVERNMENT 
PENSION SCHEME 

Long Term 
Returns 

 
% 

Proportion of the 
Fund 

31 March 2008 
% 

Proportion of the 
Fund 

31 March 2007 
% 

Equities  7.7 72.0 76.0 
Bonds 5.7 13.3 12.0 
Property  5.7  9.6 11.0 
Cash  4.8  5.1   1.0 

Total     100.0 100.0 
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Actuarial Gains and Losses 
 

The actuarial gains identified as movements on the Pensions Reserve in 
2007-08 can be analysed into the following categories, measured as 
absolute amounts and as a percentage of assets or liabilities as               
31 March 2008:   

a) Local Government Pension Scheme 
 

2003-04 2004-05 2005-06 2006-07 2007-08 
   £’000  

  % 
£’000  

% 
£’000  

% 
£’000  

% 
£’000  

% 

Differences 
between the 
expected and 
actual return on 
assets  

5,193 

 
 
 

12.2 

1,630 

 
 
 

3.2 

10,960 

 
 
 

15.7 

       10 

 
 
 

0.0 

(9,513) 

 
 
 

(12.1) 

Difference 
between 
actuarial 
assumptions 
about liabilities 
and actual 
experience 

(219) 

 
 
 
 
 

(0.4) 

(39) 

 
 
 
 
 

(0.1) 

80 

 
 
 
 
 

0.1 

      (10) 

 
 
 
 
 

0.0 

(1,284) 

 
 
 
 
 
(1.4) 

Changes in the 
demographic 
and financial 
assumptions 
used to estimate 
liabilities 

       0 

   
 
 
 

   0 

(14,260) 

 
 
 
 

(18.9) 

(13,160) 

 
 
 
 

(13.6) 

7,390 

 
 
 
 

7.4 

290 

 
 
 
 

1.7 

Actuarial 
gain/(loss) in 
pension plan 

4,974 

 
 
 

 9.3 

(12,669) 

 
 
 

(16.8) 

(2,120) 

 
 
 

(2.2) 

  7,390 

 
 
 

7.4 

10,507 

 
 
 

11.8 

 

b) Police Pension Scheme 
 

2003-04 2004-05 2005-06 2006-07 2007-08 
   £’000  

% 
£’000  

% 
£’000  

% 
£’000  

% 
£’000  

% 

Difference 
between 
actuarial 
assumptions 
about liabilities 
and actual 
experience 

(702) 
 

(0.1) 

(27,500) 
 

(3.2) 

  7,700 
  

0.8 

  7,200 
 

0.7 

13,300 

 
 
 

1.5 

Changes in the 
demographic 
and financial 
assumptions 
used to estimate 
liabilities 

  0 
 
0 

(161,414) 
 

(18.8) 

(92,600) 
 

(9.4) 

60,000 
 

6.1 

121,900 

 
 
 

13.0 

Actuarial 
gain/(loss) in 
pension plan 

(702) 
 
 

(0.1) 

(188,914) 
 
 

(22.0) 

(84,900) 
 
 

(8.6) 

67,200 
 
 

6.8 

135,200 

 
 
 

14.8 
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5.  MINIMUM REVENUE PROVISION 
 

The Authority is required by statute to set aside a minimum revenue 
provision for the redemption of external debt. This amounted to 
£411,000 in 2007-08 compared to £382,000 in 2006-07. The provision 
has been charged to services as a depreciation charge for fixed assets 
used.   The balance has been transferred to the Capital Adjustment 
Account.  
 
 2007-08 2006-07 

 £’000 £’000 

Amount charged as depreciation and impairment 12,374 6,320 

Government Grants released (3,775) (4,443) 

Excess transferred to Capital Adjustment Account (8,188) (1,495) 

MINIMUM REVENUE PROVISION 411 382 

 
6. RECRUITMENT AND PUBLICITY 
 
In accordance with the requirements of section 5(1) of the Local 
Government Act 1986, the Authority’s expenditure on publicity was as 
follows:  
 
 2007-08 2006-07 
 
 

£’000 £’000 

Recruitment advertising 178 202 

Other advertising  64 181 

Other publicity  0 2 

  TOTAL  242 385 

 
 
7. MEMBERS ALLOWANCES 

 The cost of allowances paid to the 17 Members of the Police Authority was as 

follows: 
 

 2007-08 
£’000 

2006-07 
£’000 

Basic Allowances 48 48 

Special Responsibility Allowances 127 103 

TOTAL 175 151 
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8. OFFICERS’ EMOLUMENTS 

 
In accordance with the Accounts and Audit Regulations 2003, the number 
of employees whose remuneration, excluding pension contributions, was 
£50,000 or more in bands of £10,000 were as follows: 
  

Remuneration Band 
Number of Employees 

£ 2007-08 2006-07 

50,000 – 60,000 159 135 

60,000 – 70,000 15 18 

70,000 – 80,000 16 14 

80,000 – 90,000 4 - 

90,000,– 100,000 - 3 

100,000 – 109,999 3 - 

110,000 – 119,999 - 1 

120,000 – 129,999 1 - 

130,000 – 139,999 - 1 

140,000 – 149,999 1 - 

TOTAL 199 172 

 
9.  FINANCE LEASES 

 
The Authority has a 25 year lease on Charles Stuart House in Warrington 
which has been accounted for as a finance lease.  The rentals payable in 
2007-08 and 2006-07 were £302,000 and £265,000 per annum 
respectively.  The lease expires in 2022. 

 
10.  RELATED PARTY TRANSACTIONS 

 
The Authority is required to disclose material transactions with related 
parties – bodies or individuals that have the potential to control or 
influence the Authority or be controlled or influenced by the Authority.  
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 exercises some control over the general operations 
of the Authority – it is responsible for providing the statutory framework 
within which the Authority operates and provides the majority of its 
funding in the form of grants.   Details of transactions with government 
departments are set out in other Notes to the Primary Statements. .   
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Material transactions with other public bodies (i.e. Cheshire County 
Council and the district councils of Cheshire) and the Cheshire Pension 
Fund have been disclosed within the Income and Expenditure Account and 
the Cashflow statement.  Separate specific disclosures have also been 
made in other notes to the Primary Statements.   
 
There is one material related party transaction to report.  The Authority 
had a contract with Cheshire County Council for the provision of Internal 
Audit (£70,000 in 2007-08 and £68,000 in 2006-07) and Treasurership 
services (£90,000 in 2007-08 and £114,000 in 2006-07).  There are no 
other material transactions to disclose in respect of employees and 
members of the Authority or in respect of partnership arrangements 
with organisations in the voluntary or independent sector. 
 

11.  EXTERNAL AUDIT COSTS 
 
In 2007-08 the Authority incurred the following fees relating to external 
audit and inspection. The 2007-08 fees as shown do not include fees in 
respect of work associated with the Whole of Government Accounts and 
Use of Resources assessment. 
 
 2007-08 2006-07 
 £’000 £’000 

Fees payable to the Audit Commission with 
regard to external audit services carried out by 
the appointed auditor   

77 63 

 
12. SECTION 137 EXPENDITURE 
 

Section 137 of the Local Government Act 1972, as amended by section 
36 of the Local Government and Housing Act 1989, empowers the 
Authority to incur expenditure within specified limits on activities or 
projects not specifically authorised by other powers.  No Section 137 
expenditure was incurred by the Authority in 2007-08 or in 2006-07. 
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13.  INTANGIBLE FIXED ASSETS 
 

The Authority has purchased software licences which have been regarded 
as an intangible asset.  The cost of purchases has been amortised over   
3 years. During 2007-08 £0.931m was incurred on software licences.  
 

 2007-08 
£’000 

2006-07 
£’000 

Gross Book Value on 1 April 2,745 2,005 
Additions 931 1,461 
Disposals  (721) 
Gross Book Value on 31 March 3,676 2,745 
   

Depreciation at 1 April  (1,343) (909) 
Charge for the Year (1,225) (1,155) 
Disposals  721 

Depreciation as at 31 March  (2,568) (1,343) 
   

Net Book Value at 31 March 1,108 1,402 

 
14. TANGIBLE FIXED ASSETS 

The figures below provide information on the movement of fixed assets 
held by the Authority during 2007-08.   

 

Operational Assets 
Non 

Operat’l 
Assets 

Assets 
Under 
Constrn 

TOTAL 

 Property 
£’000 

Vehicles 
£’000 

Equip’t 
£’000 

 
£’000 

 
£’000 

 
£’000 

Gross Book Value on 
1 April 

39,841 8,215 10,516 2,398 462 61,432 

Reclassification (382)    382 - 

Additions and 
donations 

1,123 1,695 3,088 - 700 6,606 

Disposals - (1,209) - (409) - (1,618) 

Expenditure no 
enhancement 

(880) 
- 
 

(356) - - (1,236) 

Revaluations/ 
Restatements 

(3,222)   1,753  (1,469) 

Gross Book Value on 
31 March 

36,480 8,701 13,248 3,742 1,544 63,715 

Depreciation at  
1 April 

(2,260) (5,535) (5,739) (152) - (13,686) 

Charge for the Year (632) (1,406) (3,584) (38) - (5,660) 

Disposals  1,142 - - - 1,142 

Revaluations/Restate
ments 

2,246 - - 150 - 2,396 

Depreciation at  
31 March 

(646) (5,799) (9,323) (40) - (15,808) 

Net Book Value at  
31 March 

35,834 2,902 3,925 3,702 1,544 47,907 
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VALUATION 
 
Land and buildings are required to be revalued at least every 5 years in 
accordance with valuation guidance notes provided by the Royal Institute 
of Chartered Surveyors. In order to comply with Financial Reporting 
Standard 15 and exclude depreciation on the land element of each 
property, the whole estate was revalued during 2007-08, with an 
effective date of 1 April 2007 for accounting purposes. The valuation 
was undertaken by consultants under the direction of Cheshire Police, 
Estates and Property Services Officer, Louise Risk, FRICS. 
 
The basis adopted for each property was selected to accord with the Royal 
Institute of Chartered Surveyors Appraisal and Valuation Standards 
Manual and Financial Reporting Standard 15. All properties were valued 
so as to identify land and buildings separately, as follows:  
 

Operational Properties 
 

For operational properties one of the following three approaches was 
adopted in determining the replacement cost of the asset: 
a)  OMV - Open Market Value – adopted where the property is surplus or is 
held as an investment. 
b)  EUV - Existing Use Value – adopted where the property is not of a 
specialist nature. 
c) DRC - Depreciated Replacement Cost – has been adopted where the 
property is of a specialist nature. The specialist nature is either due to use 
and/or location. The obsolescence factor applied in each case was 
determined with a view on age, condition and usability in terms of layout 
and location. 
The majority of assets were valued adopting the DRC basis. 

Residential Properties 
 

The houses were all identified as being surplus to the operational 
requirements of the Constabulary. All houses were valued at Open 
Market Value.  
 

DEPRECIATION 
 
Depreciation has been provided on all fixed assets that have been deemed 
to have a useful finite life and a full year’s depreciation is charged in the 
year of acquisition or revaluation.  In accordance with Financial Reporting 
Standard 15, the land element of the property valuation should not be 
depreciated and the accounts for 2007-08 reflect this position.   
Depreciation is calculated on a straight line basis using the following asset 
lives:    

  
  Property 50 years 
  Vehicles 3 to 10 years 

  Equipment 3 to 10 years 
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15.  ASSETS UNDER CONSTRUCTION 
 

In 2007-08 there were a number of capital schemes involving land 
purchases and construction works which were not complete at 31 March 
and which were recorded as Assets under Construction in the Balance 
Sheet.  These schemes amounted to £1.544m at 31 March 2008.  The 
schemes were the Firearms Operational Training Facility at Winsford 
(£0.539m) and the Replacement Dogs Unit at Lane End Farm Winsford 
(£1.005m). 

 
16. ASSETS ACQUIRED UNDER A FINANCE LEASE 

 
The following values of assets are held under finance leases by the 
Authority and accounted for as part of Tangible Fixed Assets:   
 

  
£’000 

Value at 1 April 2007 2,109 
Revaluation of lease  666 
Depreciation (185) 

Value at 31 March 2008 2,590 
  

 
Outstanding obligations to make payments under these finance leases at 
31 March 2008 accounted for as part of long term liabilities are as 
follows:  
  

  
£’000 

Obligations payable in 2008/09 302 
Obligations payable between  
2009/10 and 2012/13 

1,208 

Obligations payable after 2012/13 3,020 

Total  4,530 
  

 
17. INFORMATION ON ASSETS HELD 

 
Fixed Assets owned by the Authority at 31 March 2008 include the 
following:  
 

 31 March 
2008 

Number 

31 March 
2007 

Number 
Land at Winsford, Runcorn & Middlewich 4 plots 4 plots 
Police Stations  32 32 
Police Houses 13 15 
Vehicles 615 588 
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18. CAPITAL EXPENDITURE AND FINANCING 

 
 2007-08 

£’000 
2006-07 
£’000 

Capital Expenditure in year   
• Land and Buildings  1,823 1,488 

• Vehicles 1,617 1,475 

• Equipment 3,087 5,001 

• Intangibles 931  

Total Expenditure 7,458 7,964 

   
Financed as follows:   

• Capital Grants 2,965 2,806 

• Borrowing 1,100 1,100 

• Capital Receipts 280 3,778 

• Contribution from revenue reserve 2,736 0 

• Contribution from other earmarked reserve 285 221 

• Revenue contribution 0 0 

• Other contributions 92 59 

Total Financing 7,458 7,964 

 
 
19.  SIGNIFICANT COMMITMENT UNDER CAPITAL CONTRACTS 

 
Significant capital expenditure commitments include the following:  
 
 £’000 

Custody PFI 9,196 
Helicopter 4,398 
Mobile Data 2,064 
Estates Investment 32 

Total 15,690 
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20.  PREPAYMENT, LONG TERM DEBTORS & RESIDUAL VALUE RESERVE 
– PRIVATE FINANCE INITIATIVE (PFI)  

  
 In 2003 the Authority entered into a long term contractual agreement 

under PFI whereby the contractor is responsible for the provision of HQ 
facilities at Winsford for a period of 30 years.   The annual unitary charge 
is £5.9m and the Authority is committed to making those annual 
payments until the end of the contract in 2033. 

 
 The Authority made an initial capital contribution of £6.49m in order to 
reduce the annual service charges over the life of the contract.  The 
Authority also receives PFI Grant on an annuity basis and the remainder 
of the grant will be paid at a constant rate over the life of the contract.   

     
  

The capital contribution is written down over the life of the contract. The 
written down value is shown in the Balance Sheet as a long term 
prepayment: 

 
 Initial 

Capital 
contribution 

£’000 

Contract 
Period 

 
Years 

Written down 
value at 31 
March 2008 

£’000 

Written down 
value at 31 
March 2007 

£’000 
Prepayment 6,490 30 5,529 5,746 

 
 As part of the contract for the provision of HQ facilities, ownership of the 

building will transfer to the Authority at the end of the contract for a 
nominal consideration.  The residual value of the asset is estimated to be 
greater than the consideration.  The Authority must therefore build up 
the difference over the life of the contract to ensure a proper allocation 
of payments is made between the cost of HQ Facilities and the 
acquisition of the residual interest.  

 
 The residual interest at 31 March 2008 has been calculated at £2.17m.  

This is shown as a long term debtor and is offset by an equal amount 
shown in a PFI Residual Value Reserve.  As these accounting entries were 
done in 2007-08 for the first time, there are no corresponding entries for 
2006-07.       

 
21.  STOCKS 
 
 The value of stocks held at 31 March 2008 is as follows:  
  

 31 March 
2008 
£’000 

31 March 
2007 
£’000 

Central Stores – Uniforms 175 169 
Other Items  79 92 
TOTAL 254 261 
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22.   WORK IN PROGRESS – CUSTODY 
 

 In 2005 the Authority entered into a 30 year PFI contract for the 
provision of custody facilities.  The Authority made an initial capital 
contribution of £4m in order to reduce the annual service charges. This 
capital contribution was being written off over the life of the contract 
and, at 31 March 2007, the value of this prepayment was £3.8m. 

 
 The Authority decided in February 2008 to bring the facilities under 

direct management by the Constabulary, effective from May 2008.  The 
value of the asset to be acquired at the end of the contract has been 
calculated at £13m.  The balance on the prepayment of £3.8m has 
been taken to work in progress.  To bring work in progress to the value 
of the asset to be acquired, a further increase in work in progress of 
£9.195m has been made with a corresponding increase in provisions.         

 
 
23.  DEBTORS & PREPAYMENTS    
 
 The level of debtors and prepayments are shown below. The Deferred 

Capital Receipt relates to the sale of Neston Police Station for which 
proceeds were outstanding at 31 March 2008.   The Pensions top up 
Grant Debtor relates to the 20% of the grant withheld by the Home Office 
pending audit of the pensions account. 

 
 31 March 

2008 
£’000 

31 March 
2007 
£’000 

Short Term Debtors – Car Loans (0-1 years) 2 3 
Long Term Debtors – Car Loans (1-5 years) 1 3 
Capital Debtors/Deferred Capital Receipt 1,386 1,556 
Pensions Prepayment    - 2,124 
Pensions Top Up Grant 1,170 553 
General Debtors Capital - 48 
General Debtors Revenue   7,251 5,630 
LESS Provision for Bad Debts (31) (8) 

TOTAL 9,779 9,909 
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24. FINANCIAL INSTRUMENTS 
 

Fair value is the amount for which an asset could be exchanged or a 
liability settled, assuming that the transaction was negotiated between 
parties knowledgeable about the market in which they are dealing and 
willing to buy/sell at an appropriate price, with no other motive in their 
negotiations other than to secure a fair price. 
 
For financial assets, actual cash in hand has a fair value equal to the cash 
held.  For the short-term investments, fair value is equal to the loan plus 
future interest based on rates applicable to such loans. 
 
The fair value for financial liabilities with the Public Works Loan Board has 
been calculated by reference to the ‘premature repayment’ set of rates in 
force on 31 March 2008 and reflects the valuation provided by PWLB. 
 
The loan with Cheshire County Council relates to transferred debt at the 
time Cheshire Police Authority separated from the County Council.  In line 
with the regulations, the fair value for these types of loans is equal to the 
amount outstanding. 
 

  Fair Value 
Disclosure 

 
£’000 

Balance 
Sheet 

Disclosure 
£’000 

Financial Assets   
Short Term Investments 11,525 11,522 
Cash in Hand 5,513 5,513 

Total Fair Value 17,038 17,035 

   
Financial Liabilities   

Borrowing repayable within 12 months:   
• PWLB 505 505 

• Cheshire County Council 15 15 
Long Term Borrowing:   
• PWLB 9,105 8,686 

• Cheshire County Council 167 167 

Total Fair Value 9,792 9,373 

 
The differences between carrying and fair value amounts are not material.  
No gains or losses have been recognised in the year. 

 
The Authority’s activities in relation to financial instruments expose it to a 
variety of financial risks, set out below together with the actions taken to 
mitigate such risks: 
 
• Credit Risk – the possibility that other parties might fail to pay amounts 

due to the Authority 
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In respect of debtors (where money is due to the Authority), action is 
taken when payments become overdue which may lead to legal action 
to recover the debt.  The Authority provides for bad debts each year 
based on the agreed debt management policy.  The amount provided 
for in 2007/08 was £31,000. 

In February 2003, the Authority formally adopted the CIPFA Code of 
Practice for Treasury Management which includes key controls in 
respect of investment and borrowing in line with CIPFA’s Prudential 
Code.  For example, with investments there are restrictions in both 
amounts and counterparties using recognised credit ratings.  All 
investments made by the Authority have been paid with agreed 
interest on the due dates. 

• Liquidity Risk – the possibility that the Authority might not have funds 
available to meet its commitments and payments 

The risk that the Authority will be unable to meet its commitments and 
payments is mitigated in several ways.  Firstly, by producing cashflow 
projections which allow for cash management including the repayment 
profile of borrowing, also by securing access to overdraft facilities and 
by utilising short-term borrowing through money markets if necessary. 

• Market Risk – the possibility that financial loss might arise for the 
Authority as a result of changes in measures such as interest rates, 
foreign exchange rates or stock market movements 

The Authority’s investments include an instant access deposit account 
which is linked to the Bank of England’s base rate.  This is monitored 
and actively managed as part of the Treasury Management strategy to 
ensure value for money.   

The Authority has no other material exposure to this type of risk. 
 

 
25.  CREDITORS 
  
 The level of creditors at 31 March 2008 is shown in the table below.  

Included in the figure for revenue creditors is £0.114m in respect of 
donations to charity from money held by the Authority in accordance 
with the Police Property Act Fund.  

 
  31 March 

2008 
 

£’000 

31 March 
2007 

 
£’000 

Government Departments 3,241 3,262 
Grant received in advance 471 327 
Other revenue creditors   9,079 9,534 
Capital creditors  677 226 

TOTAL 13,468 13,349 
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26.  DEPOSITS 
  
 The Police seize money, mainly as a result of anti-drugs activities and 

activities in accordance with the Proceeds of Crime Act.  This money 
will sometimes be refunded to the individuals/organisations concerned.  
Other money, particularly in respect of the Proceeds of Crime Act, is 
paid to the Home Office and is redistributed to Police Authorities. The 
amounts held by the Police Authority at 31 March 2008 are shown 
below:  

  31 March 
2008 

 
£’000 

31 March 
2007 

 
£’000 

Seizures from anti-drug activities 41 54 
Seizures under Proceeds of Crime Act 
activities 

567 388 

TOTAL 608 442 

 
 
27.   ANALYSIS OF BORROWING  
 
 The following table shows the long-term borrowing outstanding at  

31 March 2008.  
 

  31 March 
2008 

 
£’000 

31 March 
2007 

 
£’000 

Analysis of loans by type   
• Public Works Loans Board  8,686 8,361 

• Local Authority (Cheshire County Council)  167 182 

Total Outstanding 8,853 8,543 

   
Analysis of loans by maturity   

• Between 1 and 2 years 120 520 

• Between 2 and 5 years 254 359 

• Between 5 and 10 years 776 776 

• More than 10 years 7,703 6,888 

Total Outstanding 8,853 8,543 

 
 
 
 
 
 
 
 
 
 
 



 51 

28.  PROVISIONS 
 
 The Authority has an insurance provision to meet the cost of known 

quantifiable liabilities arising from claims in respect of fire and 
consequential loss, public and employer liability and vehicle losses not 
covered by external insurance.  When claims are settled the cost is met 
from the provision.  The Authority also has an insurance reserve which 
exists to meet the cost of unforeseen insurance liabilities which may 
arise in the future. The balance on the insurance provision at 31 March 
2008 is £615,000 (£591,000 at 31 March 2007). 

 
 The Authority has also added £9.195m in 2007-08 to a provision for the 

cost of custody facilities that were work in progress at 31 March 2008.    
 

  2007-08 
£’000 

2006-07 
£’000 

Balance at 1 April  591 524 
Use of provision in the year  (137) (110) 
Increase in provision charged to Income & 
Expenditure account  

161 177 

Provision for custody work in progress  9,195 - 

Balance at 31 March   9,810 591 

 
29. MOVEMENT ON PENSION RESERVE   

 The Pension Reserve is a notional reserve that records the various 
transactions that make up the overall movement on the pensions assets 
and liabilities in the Balance Sheet.  The closing balance on the Reserve 
represents the Authority’s net pension asset/liability at 31 March 2008.   

 
 

Local Govt. 
Pension Scheme 

Police Pension 
Scheme 

Total 

 31.3.08 31.3.07  31.3.08  31.3.07 31.3.08 31.3.07 

 £’000 £’000   £’000   £’000 £’000 £’000 

Opening Balance 20,800 26,700 980,775 991,500 1,001,575 1,018,200 

Actuarial Losses - - - - - - 

Actuarial (Gains) (10,507) (7,390) (135,200) (67,200) (145,707) (74,590) 

Appropriation to 
Income & Expenditure 
Account 

5,336 5,520 86,200 82,500 91,536 88,020 

Appropriation from 
Income & Expenditure 
Account 

(4,853) (4,030) (23,600) (22,200) (28,453) (26,230) 

Home Office grant - - (6,258) (3,824) (6,258) (3,824) 

Closing Balance 10,776 20,800 901,917  980,775 912,693 1,001,575 
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30. MOVEMENT ON OTHER REVENUE RESERVES 

 
The Authority has a General Revenue Reserve which is available to support 
general revenue expenditure. In addition, the Authority has a number of 
earmarked revenue reserves: 

   
a) Resource Centre Reserve: under-spending on resource centres can be 

carried forward to the following financial year.  The balance on this 
reserve at 31 March 2008 is £452,000 (unchanged from 31 March 
2007) 

b) HQ IT Reserve: this holds resources which can be used for the 
replacement of IT equipment and has a balance of £156,000 at 31 
March 2008 (£285,000 at 31 March 2007). 

c) Underwater Search Unit Reserve: the Authority acts as the lead 
authority for the regional underwater search unit.  The Unit has 
unutilised resources amounting to £234,000 at 31 March 2008 
(£175,000 at 31 March 2007) which it can use to support its 
operations. 

d) Insurance Reserve: this is used to meet the cost of future losses which 
may arise as a result of public and employers liability claims and 
vehicle losses and any other such future claims which are presently 
unknown and which cannot be met from insurance premiums.  The 
balance on the reserve at 31 March 2008 is £200,000 (unchanged 
since 31 March 2007)  

e) Revenue reserve for capital expenditure: this is used to finance capital 
expenditure in future years, predominantly slippage and commitments 
approved in previous years.  The balance on the reserve at 31 March 
2008 is £170,000 (£2.907m at 31 March 2007). 

f) Neighbourhood Policing / Workforce Modernisation Reserve: this 
reserve was agreed in July 2006, following the identification of surplus 
grant caused by timing differences in the receipt of grant compared to 
the recruitment dates of Officers. The balance on the reserve at 31 
March 2008 is £1.421m (£1.624m at 31 March 2007) 

g) PFI Residual Value Reserve: this represents the value of the Authority’s 
residual interest in assets to be acquired via PFI contracts.  The balance 
on the reserve is £2.17m at 31 March 2008 (nil at 31 March 2007).    

 
  General 

Revenue 
Reserve 

 
£’000 

Earmarked 
Revenue 
Reserves 

 
£’000 

   
Balance at 1 April 2007 9,738 5,643 
(Decrease)/increase in reserves in year  (389) (839) 
   

Balance at 31 March 2008 9,349 4,804 
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31. MOVEMENT ON CAPITAL RESERVES 
 

The Authority has a number of Capital Reserves some of which can be 
used to finance capital expenditure whereas others comprise the balance 
of resources that have been applied to capital financing and which are not 
available to support new investment.  The reserves are as follows:  
  
a) Capital Receipts Reserve: this contains the proceeds of asset sales and 

can be used to finance new investment.  The balance on this reserve 
at 31 March 2008 is £7.528m (£7.361m at 31 March 2007) 

 
b) Deferred Capital Receipts Reserve: this relates to capital receipts which 

have not yet been received when disposals have taken.  This reserve 
cannot be used to finance expenditure.  The balance on the reserve at 
31 March 2008 is £1.386m adjusted from 2006-07 due to a reduction 
in the level of receipt now expected.  

 
c) Unapplied Capital Grants Reserve: this represents specific grants 

received but not yet used to finance capital expenditure.  The balance 
on the reserve at 31 March 2008 is £2.262m (£2.029m at 31 March 
2007). 

 
d) Capital Adjustment account replaces the Fixed Asset Restatement 

Account and the Capital Financing Account: this Account represents 
the difference between the current valuations of fixed assets and the 
historic costs of those assets. It also comprises of amounts set aside 
from the Income and Expenditure Account (e.g. the minimum revenue 
provision) or from capital receipts, to meet past expenditure on fixed 
assets.   The balance on this account is not available to support new 
investment.  Additions are made to the Account for the provisions that 
are made for the repayment of debt and for the amount of capital 
expenditure financed from reserves. Reductions are made to the 
Account representing the depreciation charge on fixed assets. The 
balance on the Account at 31 March 2008 is £23.638m (£28.796m at 
31 March 2007). 

 
e) Revaluation Reserve: Additions are made to the Account as gains are 

made on the revaluation of assets. Any future losses are written 
against the revaluation reserve only to the extent by which previous 
gains exist. Any remaining loss is charged to the income and 
expenditure account and is not available to finance new capital 
expenditure. The balance on the Account at 31 March 2008 is 
£4.478m  (Nil at 31 March 2007)  
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 Capital 
Receipts 
Reserve 

 
 

£’000 

Deferred 
Capital 
Receipts 
Reserve 

 
£’000 

Unapplied 
Capital 
Grants 
Reserve 

 
£’000 

Capital 
Adjustment 
Account 

 
 

£’000 

Revaluation 
Reserve 

 
 
 

£’000 
      
Balance at  
1 April 2007 

7,361 1,556 2,029 28,796 - 

      
Additions to 
Reserve 

448  3,217 4,478 4,685 

Financing of capital 
expenditure 

(280)  (2,965) 3,302  

Reductions in 
Reserve 

- (170) (19) (12,938) (207) 

      
Balance at  
31 March 2008 

7,529 1,386 2,262 23,638 4,478 

 
 
 
32. GOVERNMENT GRANTS & CONTRIBUTIONS DEFERRED ACCOUNT 
 

Where the acquisition of a fixed asset is financed either wholly or in part 
by a government grant or other contribution, the amount of the grant or 
contribution is initially included in the Government Grants Deferred 
Account. Amounts are then released to the Capital Financing account 
over the useful life of the asset to match the depreciation charge on the 
asset to which it related. The account does not represent cash received, 
but the balance of un-discharged credit. 
 
 
  2007-08 

 
£’000 

2006-07 
 

£’000 
Balance at 1 April  8,143 9,722 
Financing of capital expenditure  3,135 2,865 
Grants/contributions released to Capital Financing 
Account 

(3,786) (4,444) 

   

Balance at 31 March  7,492 8,143 
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33. NOTES RELATING TO THE CASH FLOW STATEMENT 

 
The following notes apply to the Cash Flow Statement: 
 
a) reconciliation of net surplus/deficit on the Income and Expenditure 

Account to the revenue activities net cash flow in the Cash Flow 
Statement 

b) reconciliation of the movement in cash to the movement in net debt 
c) reconciliation of items shown within the financing and management of 

liquid resources sections of Cash Flow Statement to the related items in 
Balance Sheet 

d) an explanation of what the Authority includes in liquid resources 
e) analysis of Government grants  
 

a) Reconciliation of deficit on Income and Expenditure Account to 

revenue cash flow  
 

 2007-08  2006-07 

 £’000 £’000  £’000 £’000 
Deficit for year (as shown in Income & 
Expenditure Account) 

 63,170   57,911 

      Interest Received  1,047   460 

      Adjustments for non-cash Notional Pension 
charges  

     

Current service net cost and past service cost (9,983)   (13,040)  

FRS17 Notional Interest cost less return on 
assets 

(53,100)   (48,750)  

  (63,083)   (61,790) 

Adjustments for non-cash Capital Charges      

Depreciation of fixed assets (12,359)   (6,320)  

Amortisation of Deferred Government Grants 3,758   4,443  

  (8,601)   (1,877) 

Add other non-cash transactions:      

Contribution (to) from insurance provision (25)   (65)  

Contribution (to) from Deposits (166)   (356)  

   (191)   (421) 

Adjustment for items on an accruals basis:      

 Increase / (Decrease) in stocks  (8)   80  

 Increase / (Decrease) in non capital debtors 398   (1,608)  

Increase / (Decrease) in PFI LT Drs 2,170   0  

 Increase / (Decrease) in LT Prepayments (217)   (355)  

 Increase / (Decrease) in Relocation 
Prepayment 

0   (318)  

 (Increase)/ Decrease in non capital creditors 3,975   3,472  

  6,318   1,271 

      
Revenue Activities Net Cash Flow  (1,340)   (4,446) 
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b) Reconciliation of the movement in cash to the movement in net debt 
 
 2007-08  2006-07 

 £’000 £’000  £’000 £’000 
Opening Balances - borrowing      

Long Term Borrowing 8,543   7,840  

Short Term Borrowing 156   156  

  8,699   7,996 

LESS Closing Balances – borrowing      

Long Term Borrowing 9,217   8,543  

Short Term Borrowing 156   156  

  9,373   8,699 

Net Increase in Borrowing   674   703 

      Movement in Cash      

New loans taken out during the year  830   859 

Repayment of loans during the year  (156)   (156) 

      
Net Movement in Cash  674   703 

 
c) Reconciliation of the items shown within the financing and 
management of liquid resources section of Cash Flow Statement to 
the related items in the Balance Sheet 

 
 As at 

31 Mar 
08 

£’000 

As at 
31 Mar 

07 
£’000 

Movement 
during 
year 
£’000 

 As at 
31 Mar 

07 
£’000 

As at 
31 Mar 

06 
£’000 

Movement 
during 
year 
£’000 

        

Movement in the Financing and 
Management of Liquid Resources 

     

As Shown in Cash 
Flow Statement 

  
1,141  

  
2,282 

        

        

Balance Sheet Items        

Short Term 
Investments  

11,500 9,685 1,815  9,685 6,700 2,985 

Long Term 
borrowing 

(9,373) (8,699) (674)  (8,699) (7,996) (703) 

Movement on 
Balance Sheet items   

1,141  
  

2,282 

 

d) Definition of liquid resources 
 
The amounts shown in the Cash Flow Statement as liquid resources are 
amounts held in instant access bank accounts that are capable of being 
“called in” at short notice and could be credited to the Authority’s Bank 
Account overnight.   
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e) Analysis of Government Grants  
 
The figures relating to Government Grants are summarised as follows:  
 

  2007-08 
£’000 

2006-07 
£’000 

   
Revenue Support Grant  7,383 8,344 
Other Government Grants   

Police Grant 63,403 62,054 
Specific Grants 27,368 24,395 

   

Total as per Cash Flow Statement   98,154 94,793 

 
34.  NOTES RELATING TO THE POLICE PENSION FUND 
 
Basis of Fund 
 
The Police Pension Fund Regulations which came into force on 1 August 
2007, with backdated effect from 1 April, put on a statutory footing the 
requirement that police authorities:  

• set up a pension fund;  
• pay the employer contributions and officer contributions into the 

pension fund;  
• make other specified payments into and from the pension fund; 

and  
• transfer funds between the police fund and the pension fund as 

necessary to balance any audited deficit or surplus in the pension 
fund 

and for the Secretary of State to: 
• adjust grant funding to police authorities upwards to match the 

amounts transferred by them out of their police fund to balance 
their pension fund; and 

• require police authorities to pay to the Secretary of State an amount 
to match the sums transferred from the pension fund to the police 
fund to balance their pension fund account 

 
The financial arrangements introduced in 2006 apply to both the old and 
new police pension schemes – i.e. the Police Pension Scheme 1987 (PPS 
1987) and the New Police Pension Scheme 2006 (NPPS 2006) 
 
Status of the pension fund 
 
The regulations refer to the new account as a “pension fund” since its legal 
status is that of a fund for the purposes of Section 30 of the Local 
Government Finance Act.  The pension fund accounts, which must be 
included in the police authority’s statement of accounts as separate 
statements, comprise a fund account and net assets statement   The fund 
account must be ring-fenced to prevent unauthorised transfers taking 
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place.  It is through the fund account that each police authority discharges 
its responsibility for paying the pensions of retired officers and their 
survivors. 
 
Administration of the Fund 
 
The fund is administered by Cheshire Police Authority within the 
management and operation requirements established under the Police 
Pension Fund Regulations 2007 (SI 2007 No 1932). 
 

The police pension scheme operates as an unfunded scheme, and that 
consequently the fund has no investment assets, benefits payable are 
funded by contributions from employers and employees, and any 
difference between benefits payable and contributions receivable is met by 
top-up grant from the Home Office. The Fund is balanced to nil each year 
by a transfer to/from the Police Fund 

Employees’ and employer’s contribution levels are based on percentages of 
pensionable pay set nationally by the Home Office and subject to triennial 
revaluation by the Government Actuary’s Department. 

 
Benefits payable to/from the Fund 
 
Under the new financial arrangements the funds payable into and out of 
police authorities’ pension fund account will be: 
 
Income 

• Officer contributions (including those of officers seconded 
elsewhere). 

• Employer contributions (incl. those for officers seconded 
elsewhere). 

• Incoming transfers from other pension schemes. 
• Inter-authority adjustments for 1966 and 1974 reorganisations. 
• Re-instatement of pensions – mis-selling charges. 
• Capital-equivalent charge payments for ill-health early retirements. 
• Reimbursements of pension payments which could have been 

withheld under regulation K4 of the PPR 1987 and regulation 52 of 
the PPR 2006. 

• Payments by an officer under regulation 84(3) of the PPR 2006. 
• Other authorised income – to be specified by the PA in the 

accounts; and 
• Top-up from the police fund (operating account) to meet any 

deficit. 
 
Expenditure  

• Pension payments to retired police officers and other beneficiaries. 
• Inter-authority adjustments for 1966 and 1974 reorganisations. 
• Refund of pension contributions. 
• Outgoing transfers to other pension schemes. 
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• Payments by the authority to HMRC on behalf of an officer under 
regulation 84 or regulation 85 of the PPR 2006. 

• Other authorised expenditure – to be specified by the police 
authority in the accounts; and 

• Payments to the police fund (operating account) to clear a surplus 
at the end of the accounting year. 

 
Injury awards, including awards payable on death attributable to a 
qualifying injury, are not part of either PPS 1987 or NPPS 2006 and are 
payable irrespective of whether an officer is a member of the pension 
scheme.  Tax rules from April 2006 prevent injury awards from being part 
of the regulations for either scheme.  In order to comply with this 
requirement injury awards have, with effect from April 2006, been set out 
in the Police (Injury Benefit) Regulations 2006 which are entirely separate 
from the PPR 1987 and the PPR 2006. Injury awards are not pension 
scheme payments and therefore are not chargeable to the fund. 
 
35.  CONTINGENT LIABILITIES 

 
A claim for damages has been made against the Authority by solicitors 
acting for an individual whose conviction by the courts 30 years ago was 
overturned by the Court of Appeal.  Proceedings have not yet been served 
and the amount of any potential liability is unclear.   The Authority disputes 
the validity of this claim and has made no provision in the accounts.  
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ANNUAL GOVERNANCE STATEMENT 2007-08 
 
INTRODUCTION 
 
Governance is about how police authorities ensure they are doing the right 
things, in the right way for the right people, in a timely, inclusive, open and 
accountable manner.  It comprises the systems, processes, culture and 
values, by which the Authority is directed and controlled and also the 
activities through which it accounts to, and engages with, the community it 
serves.  This joint Annual Governance Statement between the Cheshire 
Police Authority and Cheshire Constabulary describes how the Authority 
can show it has discharged its two overarching statutory duties during 
2007-08: 
 
• to secure an effective and efficient local police service and 

• to hold to account the Chief Constable for the exercise of his 
functions and those of persons under his direction and control 

 
The Statement also demonstrates the assurances the Chief Constable relies 
upon to control, direct and deliver effective and efficient operational 
policing services. 
 
SCOPE OF RESPONSIBILITY 
 
The Authority is responsible for ensuring its business is conducted in 
accordance with the law and proper standards and that public money is 
safeguarded, properly accounted for and used effectively, efficiently and 
economically.  The 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, and deliver an effective, efficient 
and economic service.  
 
In discharging this overall responsibility, the Authority is also responsible 
for putting in place proper arrangements for the governance of its affairs 
and facilitating the exercise of its functions, which include a sound system 
of internal control and effective arrangements for the management of risk. 
 
In April 2008 the Authority adopted an updated Code of Corporate 
Governance, which is consistent with the principles of the CIPFA/SOLACE 
Framework: Delivering Good Governance in Local Government.  A copy of 
this is on the Police Authority website at www.cheshirepa.police.uk or can 
be obtained from the Authority’s offices.  This statement explains how the 
Authority has complied with the Governance framework 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 Annual 
Governance. 
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THE PURPOSE OF THE GOVERNANCE FRAMEWORK 
 
The governance framework 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 
and the achievement of value for money. 
The system of internal control is a significant part of that framework and is 
designed to manage risk to a reasonable and foreseeable level.  It cannot 
eliminate all risk of failure to achieve policies, aims and objectives; it can 
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, to manage them 
effectively, efficiently and economically. 
 
The governance framework has been in place for the year ended  
31 March 2008 and up to the date of approval of the Statement of 
Accounts on 24 June 2008.  
 
THE GOVERNANCE FRAMEWORK 
 
Although the Chief Constable is responsible for operational policing 
matters, the control of police personnel and for the governance of the 
Constabulary, the Authority is required to hold him to account for the 
exercise of those functions and those of the persons under his direction 
and control.  It therefore follows that the Authority must satisfy itself that 
both the Authority and the Constabulary has appropriate mechanisms in 
place for the maintenance of good governance and that these operate in 
practice. 
 
A framework of governance and internal control has been created which 
pulls together all the processes that form both the governance 
arrangements and the key internal controls.  Within this framework are a 
number of sources of assurance available to the Authority that ensures the 
arrangements and controls operate effectively and efficiently.  For 2007-08 
the Annual Governance Statement is a joint one between the Authority and 
the Constabulary.  The following sections cover the main processes within 
the assurance framework. 
 
Establish, communicate & monitor the achievement of the Authority’s 
vision 
 
The Authority’s key priorities have been developed following public 
consultation and consideration of national priorities.  The Authority’s 
vision, mission and aims are set out in its business plan which is available 
via the website. 
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The annual Policing Plan setting out the objectives and targets for 2007-08 
was approved by the Authority and was distributed to residents in a 
newspaper format, and through the website.  Local policing summaries to 
be published in July 2008 will report on the extent to which the objectives 
outlined in the annual Policing Plan are achieved locally. 
 
Performance scrutiny takes place via regular reporting to the Performance 
Panel, which in turn reports to the full Authority.  In addition, Area 
Commanders monitor performance on a regular basis using the 
Performance Management System.  Internally, Constabulary managers 
receive regular update reports on performance issues, and are held to 
account through normal line management and at the monthly Performance 
Improvement Meetings.  The meetings review the performance of areas, 
support and protective services. 
 
Performance Monitoring and scrutiny is also conducted by the Authority 
through Audit and Staff Committees and through Service Improvement and 
Finance Panel.  Her Majesty’s Inspector of Constabulary (HMIC) regularly 
conducts reviews of performance and the management of performance. 
 
Ensure compliance with established policies, procedures, laws and 
regulations 
 
The business of the Authority is conducted in accordance with defined 
processes and responsibilities as set out in Standing Orders and Financial 
Regulations. 
 
Authority and Constabulary officers use their professional knowledge to 
ensure that decisions taken by the Authority comply with all Standing 
Orders, Regulations and with relevant laws, standards and regulations.  Key 
officers include the Authority’s Chief Executive (Monitoring Officer), the 
Treasurer (Section 151 Officer), the Chief Constable, the Constabulary’s 
Assistant Chief Officer and the Force Solicitor. 
 
Internal Audit conduct an agreed programme of reviews to assess 
compliance with established policies, procedures, laws and regulations and 
this is reinforced by Her Majesty’s Inspector of Constabulary (HMIC), 
external audit and the Independent Police Complaints Commission.   
 
The Constabulary regularly reports to the Authority, including the Audit 
Committee and the Finance Panel as means of ensuring compliance.  The 
Authority has its own Standards Committee to monitor compliance.  The 
Constabulary has developed its approach to Risk Management whereby risk 
assessments and action plans are reviewed quarterly and challenged by the 
Strategic Risk Management Group, comprising Constabulary managers and 
the Chairman of the Audit Committee.  Progress is regularly reported to the 
Audit Committee.  The Authority has also established its own separate risk 
register in March 2008, as a basis for regular review, and has undertaken a 
self-assessment to identify areas for improvement in its 2008-09 Business 
Plan.  
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Ensure the effective, efficient and economical use of resources 
 
The Authority has an Audit Committee which meets on a quarterly basis 
and receives reports from the Constabulary, the Authority’s Officers and 
Internal and External Audit.  The Constabulary has three Programme 
Boards which oversee development projects and reviews and have 
Authority Members and Officers as members.  These Boards report 
outcomes to the Service Improvement Panel and onwards to the Authority 
for approval. 
 
During 2007-8 the Authority undertook a base budget review of IT, and 
scrutiny reviews of PCSOs and Member training to ensure increased 
effectiveness. 
 
As in previous years, the Audit Commission undertook a Police Use of 
Resources (PURE) assessment covering financial reporting, financial 
management, financial standing, internal control and value for money.  The 
results published in 2007 are based on 2006-07 data and assigned the 
Authority an overall ‘3’ which represented an improvement on the previous 
year’s score of ‘2’, and was attributable to improved value for money.  
Progress against the resulting action plan are reported to the Audit 
Committee quarterly and used to ensure continuous improvement in the 
effective, efficient and economical use of resources.  The Authority is 
currently awaiting the outcome of the Audit Commission’s PURE 
assessment for 2007-08. 
 
Regular reports are also brought to the Authority detailing progress against 
efficiency targets and savings approved as part of the budget.   
 
Ensure appropriate financial and performance management and 
reporting 
 
Standing Orders and Financial Regulations define the respective roles and 
responsibilities of the Authority, its Members and officers on financial 
matters.  Collectively they provide a framework of rules and procedures 
within which the Authority conducts all its financial affairs.  They embody 
relevant legislation and national standards of best practice in public 
authority financial management. 
 
Budgets are monitored by the Constabulary, through Chief Officer Group 
and Members receive quarterly monitoring reports.  The Treasurer 
continually monitors the financial position and works closely with 
Constabulary officers.    
 
Statutory Accounts are prepared in accordance with professional guidance 
and the statutory timetable for publication and are approved by the 
external auditors and Members prior to publication. 
 
A performance management framework has been put in place for 
operational policing which is monitored on a regular basis by Area 
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Commanders using an intranet system.  Monthly meetings with all senior 
staff are held to check performance against national and local targets.  The 
achievement of targets in line with the specified national and local policing 
objectives of the Authority is monitored and reported upon regularly to the 
Authority. 
 
A performance management framework with service standards for support 
departments has been implemented, with measures to assess performance 
against these standards.  Further work is in hand to refine this and develop 
the process of monitoring further. 
 
REVIEW OF EFFECTIVENESS 
 
The Authority has responsibility for conducting, at least annually, a review 
of the effectiveness of the governance framework which culminates in 
production of the Annual Governance Statement.  It includes:- 

� the system of internal audit 

� the system of internal control 

These reviews have been undertaken by a multi-disciplinary Authority and 
Constabulary Group of Officers, including independent Member scrutiny by 
the Chairman of the Audit Committee, internal and external auditors.  In 
addition, comments made by the external auditors and Her Majesty’s 
Inspectorate of Constabulary (HMIC) inform the annual review. 
 
The reviews involved gathering examples of controls, ascertaining risks 
and assessing effectiveness.  This was then scrutinised by the Chairman of 
the Audit Committee.  The resulting Annual Governance Statement (this 
Statement) was then reported to the Audit Committee in June 2008, as part 
of the approval of the 2007-08 Accounts. 
 
SIGNIFICANT GOVERNANCE ISSUES 
 
2006-07 
 
Last year, four key issues requiring improvement were included in the 
statement of internal control.  The following reports the progress made 
over the last year:- 
 
1. Customer Satisfaction – the performance for Citizen Focus has 

improved in 2007-08 with performance markedly better moving from 
8th to 4th for whole experience.  The Constabulary remains in 8th 
position out of 8 for two of the five elements (ease of contact and 
actions taken) and this is reflected in this year’s issues below; 

2. Sickness levels – performance has improved and is being kept under 
review with police staff sickness for April to February 2007-08 being 
8.59 days compared to 10.88 days recorded in 2006-07 representing 
an improvement of 2.3 days; 
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3. Review of policing – in June 2007, the Constabulary published its 
“Our Ambition” document which outlined their strategy for policing 
over the next three years; and 

4. Major contracts – an Internal Audit review was commissioned to 
determine whether adequate systems were in place to monitor 
performance of the HBG facilities management contract, as an 
example of a major contract.  The review identified that generally the 
control and monitoring arrangements for the HBG contract are sound.  
The full results of this review were reported to the Audit Committee in 
June 2008.   

 
2007-08 
 
For 2007-08, the system of internal control and governance within the 
Authority is considered on the whole to be satisfactory and effective, 
although there are the following areas of significant issue. 
 
1. Capping – in February 2008 the Authority set its budget, resulting in a 

17% increase in council tax.  The Government subsequently 
“designated” the Authority on 27 March 2008 which has lead to 
nomination for 2009-10 and 2010-11 whereby the Council Tax 
increase is limited to a maximum of 3%. 

 
Action:  
The Authority sent its responses to the Government’s decision to 
‘designate’ within the required 21 days and set contingency plans in 
place to limit expenditure to the 2008-09 budgeted specified by 
Government whilst preparing to implement the full budget which was 
agreed by the Government on 27 June 2008. 

 
2. Customer Satisfaction – In December 2006 the Authority recognised 

that its performance relating to customer satisfaction needed to 
improve.  A critical review of the expectations of customers, the 
service provided and the method off data collection was undertaken 
between January and April 2007.  The area that required change first 
was ‘follow up’ to victims and this was addressed by the 
implementation of customer services desks in 2007-08.  Operation 
Quest addressed the issues around ‘action taken’ whereby customers 
are being offered a more responsive and timely service.  Workshops 
on customer service have been run for all police supervisors and all 
targeted patrol team and neighbourhood policing unit staff to improve 
‘treatment’ measure.   

 
Action:  
The Authority acknowledges that there is further improvement needed 
and in 2008-09 is focusing on ‘ease of contact’.  This includes making 
it easier for our customers to contact us including electronically and 
by text, and further enhancements to ‘follow up’ by improvement in 
how we update customers on crimes and some incidents. 
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3. Non Emergency Calls for Service – The national standard adopted in 

April 2006 of answering 90% of non-emergency calls within 30 
seconds was not achieved in Cheshire in 2007-08.  Performance in the 
second half of the year achieved 82% compared to 75% in the first 6 
months.  This was achieved without additional staff, but by a 
combination of an increase in availability of staff from a reduction in 
absence, a better match between peak call times and resource levels, 
and a reduction in the number of calls (from 400,243 in 2006-07 to 
363,911 in 2007-08).  Set against this has been a drive during the 
year to spend more time on calls to resolve at first point of contact 
where appropriate.  Also call staff have been given protected learning 
time to cover the training and awareness for all the changes that have 
occurred during the year, such as, AVLS, Quest (customer service), and 
changes to ATLAS.  In 2008-09 the introduction of mobile data will 
require training for call staff.   

 
Action:  
The Constabulary has set up a contact management project to 
improve the technology in call management which will in the medium 
term release capacity to improve call handling times.  The plan for 
2008-09 is to sustain call answering performance and improve call 
resolution. 

 
4. Partnerships – the Authority currently participates in a number of 

successful partnership arrangements and relies on some funding 
streams for operational policing.  The local government reorganisation 
of Cheshire and the move to Comprehensive Area Assessments (CAA) 
are both significant changes and there is a risk that partner continuity 
could be impaired and opportunities for service improvement may not 
be grasped. 

 
Action:  
The Authority and Constabulary are working closely with the new 
Shadow Unitary Councils and Halton and Warrington to maximise the 
opportunities for improved partnership working.  The Constabulary 
have appointed a Superintendent specifically on partnership working.  
An internal audit review is being undertaken to maximise beneficial 
outcomes for Police of partnership working. 

 
5. Risk Management – substantial work has been undertaken to develop 

risk management in the Constabulary and the Authority.  The risk 
register is now part of the planning process but risk management has 
yet to be fully embedded within the Authority. 

 
Action:  
Proposed actions compromise:- 

• further challenge of risk owners via the Constabulary Group 

• risk management more firmly integrated into service/financial 
planning process 
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• work to “drill down” to  departmental risk registers 

• work to track back insurance issues to risk management 

• work to develop the Authority’s risk management arrangements 
 
SUMMARY 
 
We propose over the coming year to take steps to address the above 
matters to further enhance our governance arrangements.  We are satisfied 
that these steps will address the need for improvements that were 
identified in our review of effectiveness and will monitor their 
implementation and operation as part of our next annual review. 
 
Signed 
 
  

Cllr Peter Nurse Graeme Gerrard  
Chair of Cheshire Police Authority Acting Chief Constable 
  
  

Mark Sellwood  
Chief Executive, Cheshire Police Authority 
 
On behalf of the Members and senior officers of Cheshire Police 
Authority and Constabulary. 
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GLOSSARY OF TERMS 

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

Appropriations 
Amounts transferred to or from revenue or capital reserves. 

Budget 
A statement of the Authority's expected level of service and spending over a 
set period, usually one year. 

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

Capital Financing Account 
This account (formerly reserve) contains the amounts which are required by 
statute to be set aside from capital receipts for the repayment of external 
loans, and the amount of capital expenditure financed from revenue and 
capital receipts. It also contains the difference between the amounts 
provided for depreciation and that required to be charged to revenue to 
repay the principal elements of external loans. The balance on this account 
cannot be used to finance future capital expenditure. 

Capital Receipts 
These are proceeds from the sale of capital assets. 

Capital Reserve 
Created to provide an alternative source of financing for capital 
expenditure, and to ensure some stability in the level of capital 
programmes that can be financed. 
 
Contribution to Capital Expenditure 
The financing of capital expenditure by a direct contribution from 
revenue account, rather than by means of a loan or other forms of 
finance. Sometimes referred to as revenue contribution to capital outlay. 
 
Council Tax 
The means of raising money locally to pay for Police Authority services. 
This is a property based tax where the amount levied depends on the 
valuation of each dwelling. 
 
Creditors 
Amounts owed by the Authority for goods and services received by  
31 March, but for which payment has not yet been made. 
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Current Assets and Liabilities 
Current assets are items which can be readily converted into cash. 
Current liabilities are items which are due immediately or in the short-
term. By convention these items are ordered by reference to the ease 
that assets can be converted into cash, and the timescale in which the 
liability falls due. 
 
Debtors 
Amounts owed to the Authority for goods and services provided by 
31 March, but for which payments have not yet been received. 
 
Deferred Capital Receipts 
Amounts representing capital receipts still to be received when 
disposals have taken place and deferred payments have been agreed. 
 
District Council Collection Fund 
A collection fund is maintained by each district council to receive all 
income raised through the Council Tax. The funds then pay precepts to 
the Authority, County, district and parish councils to meet the cost of 
services. Central government support (Revenue Support Grant and 
National Non-domestic Rate) is no longer distributed via the collection 
fund, but is received by each authority direct from central government. 
 
Earmarked Reserves 
These reserves represent monies set aside that can only be used for a 
specific usage or purpose. 
 
Fair Value 
The amount for which an asset could be exchanged or a liability settled, 
between knowledgeable, willing parties in an arms length transaction 
with no other motive than to secure a fair price. 
 
Financial Instrument 
Any contract that gives rise to a financial asset of one entity and a 
financial liability or equity of another. 
 
Fixed Assets 
Tangible assets that yield benefits to the Authority and the services it 
provides for a period of more than one year. 
 
Fixed Asset Restatement Account 
The system of capital accounting requires the establishment of this 
account (formerly reserve). The balance represents the difference in the 
valuation of assets under the previous accounting rules and the current 
method of capital asset accounting. The account is written down as 
assets are disposed of, and charged or reimbursed with deficits or 
surpluses arising on future revaluations and capital expenditure which 
does not increase asset values, e.g. maintenance. The balance on this 
account cannot be used to finance future capital expenditure. 
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General Reserves 
This is the Authority’s main revenue reserve to which all revenue 
receipts are credited and from which all revenue liabilities are 
discharged. The movement shown in the fund represents the excess of 
expenditure over revenue within the 2007-08 revenue account. 
 
Government Grants and other Contributions 
Revenue grants and contributions are credited to the revenue account. 
Where the acquisition of a fixed asset is financed either wholly or in part 
by a government grant or other contribution, the amount of the grant or 
contribution is credited to the government grants - deferred account. 
Amounts are then released to the asset management revenue account 
over the useful life of the asset to match the depreciation of the asset to 
which it relates. This account does not represent cash received, but the 
balance of undischarged credit. 
 
Income 
Amounts which the Authority receives, or expects to receive, from any 
source. Income includes fees, charges, sales, capital receipts, 
government grants, the precept on Council Tax collection funds, 
Revenue Support Grant and National Non-Domestic Rate. 
 
Long-Term Borrowing 
Long-term borrowing relates to outstanding debt transferred from 
Cheshire County Council on 1 April 1995 and loans taken out 
subsequently from the Public Works Loan Board. 
 
National Non-Domestic Rate 
The replacement for non-domestic rates which previously were set by 
individual local authorities.  The government levies a standard rate on 
all properties and cannot increase it by more than the Retail Price Index. 
The rates are collected on behalf of the government by district councils 
and are then redistributed nationally. 
 
Net Debt 
This comprises cash in hand, cash overdrawn, short term investments 
and long term borrowing. 
 
Pension – Defined Benefit Scheme 
A pension or other retirement benefit scheme other than a defined 
contribution scheme. The scheme rules define the benefits 
independently of the contribution payable, and the benefits are not 
directly related to the investments of the scheme. The scheme may be 
funded or unfunded. 
 
Pension Assets – Expected Rate of Return 
For a funded defined benefits scheme, the average rate of return, 
including both income and changes in fair value but net of scheme 
expenses, expected over the remaining life of the related obligation on 
the actual assets held by the scheme. 
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Pension – Interest Costs 
For a defined benefit scheme, the expected increase during the period 
in the present value of the scheme liabilities because the benefits are 
one period closer to settlement. 
 
Pension – Past Service Costs 
For a defined benefit scheme, the increase in the present value of the 
scheme liabilities related to employee service in prior periods arising in 
the current period as a result of the introduction of, or improvement to, 
retirement benefits. 
 
Precept 
The amount of money the Authority has to raise from Council Tax 
payers (via district collection funds) to pay for police services. Each 
collection fund pays a standard amount per Band D equivalent property. 
 
Provisions 
Provisions represent sums set aside for liabilities or losses which are 
certain to arise but owing to their inherent nature cannot be quantified 
with any certainty. The Authority's main provisions relate to insurances 
and pensions. 
 
Public Works Loan Board (PWLB) 
A government agency which provides longer term loans to Local 
Authorities at interest rates only slightly higher than those at which the 
government itself can borrow. 
 
Reserves 
There are two types of reserve; those which are available to meet 
revenue or, in some cases, capital expenditure and those which are not 
available to finance revenue or capital expenditure. Most revenue 
reserves are capable of being used to finance revenue or capital 
expenditure. 
 
Revenue Expenditure 
Amounts which the Authority pays or expects to pay to any source - 
includes the cost of employees, premises, transport, supplies and 
services. 
 
Revenue Support Grant 
General government grant support towards police authority 
expenditure. 
 
Temporary Investments 
This comprises of cash in hand, cash overdrawn and short-term 
investments which are readily convertible into known amounts of cash. 
These are deposited with banks or similar institutions. 
 
Unapplied Capital Grants 
Capital Grants received, but not yet used to finance capital expenditure. 


