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Narrative Statement by the Chief Finance Officer

The Statement of Accounts provide details of the Police and Crime Commissioner’s (PCC) and the Group i.e.
incorporating the Chief Constable, financial activities for the year ending 31 March 2022.

The accounts are published in accordance with the Accounts and Audit (Amendment) Regulations 2021.

This section is the Narrative Statement. The purpose of the statement is to comment on the financial
performance and economy, efficiency and effectiveness in the PCC’s and the Group’s use of resources over the
financial year. The structure of the statement is set out below.

Explanation of the PCC and Group;
Introduction to Merseyside;

Financial performance;

Non-financial performance;

Impact of Coronavirus (Covid-19) Pandemic;
People;

Strategic Risks;

Explanation of the Statement of Accounts;
Summary and conclusion; and
Acknowledgements.
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1. EXPLANATION OF THE PCC AND GROUP

The Police Reform and Social Responsibility (PRSR) Act 2011 created the post of directly elected PCC for
Merseyside. The first election took place in November 2012, with elections due every four years.
Unfortunately, the 2020 election were postponed due to the Covid-19 pandemic, but were subsequently held
in May 2021. In the election Emily Spurrell, Labour party, was elected. The next election is due to take place in
May 2024. The PCC is responsible for making sure the service provided by Merseyside police is efficient and
effective. This is done by:-

. Holding the Chief Constable to account for the delivery of local policing;
. Setting and updating a Police and Crime Plan;

. Setting the force budget and precept;

. Regularly engaging with the public and communities; and

. Appointing, and where necessary dismissing, the Chief Constable.

The PCCis also required by law to produce a Police and Crime Plan for Merseyside. This important documents
shapes and informs the way policing and community safety is delivered in the county. In October 2021,
following a six week ‘safer Merseyside’ consultation, the new PCC launched her Police and Crime Plan covering
the period 2021-2025. The plan sets out three clear priorities which will set the strategic direction for the PCC's
work during her term of office and how she will work with Merseyside Police and partners to deliver your
policing and community safety priorities.

The Plan focuses on three key priority areas:

o Fighting Crime; Proactive Policing
° Supporting Victims; Safer Communities
° Driving Change; Prevent Offending

The Chief Constable is responsible for maintaining the Queen’s Peace and the enforcement of the law, through
the direction and control over the Force’s officers and staff. The Chief Constable is accountable to the PCC for
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the delivery of efficient and effective policing, the delivery of the PCC priorities and the management of
resources and expenditure by the Force. The PCC effectively commissions the police service from the Chief
Constable.

The PCC is scrutinised by the Merseyside Police and Crime Panel in order to promote openness and
transparency in the transaction of police and crime business. The Panel also supports the PCC in the effective
exercise of its functions. The Panel comprises ten elected members (representing each of the five Local
Authorities in Merseyside) and two independent members. Knowsley Metropolitan Borough Council (MBC)
provides administration and support to the Panel.

The PRSR Act 2011 established two separate legal entities as ‘corporations sole, i.e. the PCC for Merseyside
and the Chief Constable of Merseyside Police Force. Under the Act the PCC is responsible for producing its
own set of accounts, along with the consolidated Group accounts. In addition, the Chief Constable is also
required to produce a separate set of accounts.

This set of accounts focuses on those discrete activities which the PCC is directly responsible for, such as
community safety and commissioning support services for victims, as well as the “PCC Group” which includes
all aspects of operational policing under the direction and control of the Chief Constable. The Chief Constable
has produced a separate set of accounts which explains how the resources provided by the PCC have been
used to deliver operational policing services. The Chief Constable’s accounts can be found at the following link
Chief Constable’s Accounts

2. AN INTRODUCTION TO MERSEYSIDE

Merseyside Police provides policing services to the metropolitan area of Merseyside. The police force area
covers 252 square miles with approximately 65 miles of coastline in the north west of England. Although there
are some more affluent areas, Merseyside has a high level of poverty. Around 1.43m people live in a
predominantly urban setting. The force covers the conurbation that includes the city of Liverpool and the
Metropolitan Boroughs of Knowsley, Sefton, St Helens and Wirral. The resident population is increased by very
large numbers of university students and the large numbers who visit, socialise in, commute into, or travel
through the area each year. The transport infrastructure includes major rail stations, an airport and a major
sea port.

3. FINANCIAL PERFORMANCE

Background

Since 2010/11 the Police Service has faced significant financial and operational challenges due to reductions
in Government funding, along with cost pressures and continual changes in the demand for policing. Between
2010/11 and 2021/22 central Government funding to PCCs fell by 19.1% in real terms. After taking account of
PCCs ability to raise the precept, PCCs received 10.5% less funding in real terms from central and local sources
in 2021/22 than they received in 2010/11. Police forces’ experiences of funding reductions varies and the
forces that rely on Government funding have experienced the greatest cuts. Merseyside is one of those forces
that is dependent on Government funding and between 2010/11 and 2021/22 Merseyside’s Central
Government funding was reduced by 19.9% in real terms and overall funding, when taking account of increases
in precept, reduced by 14.2% in real terms, which was above the national average highlighted above. As a
result of these cuts the PCC and Merseyside Police has had to make savings of approximately £110m during
this period to ensure that a balanced budget is achieved annually. As a consequence of these savings police
officer numbers fell by 24.4%, i.e. 1,121 fte (down from 4,588 fte to 3,467 fte). Despite these significant
challenges Merseyside Police have consistently been recognised as the best performing metropolitan force in
the UK by Her Majesty's Inspectorate of Constabulary and Fire & Rescue Services (HMICFRS). However, the
Force’s ability to manage an ever growing and complex mix of demand is becoming increasingly difficult.
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In July 2019, the then new Prime Minister announced the Government’s plans to recruit an additional 20,000
Police Officers nationally by the end of March 2023, commonly referred to as ‘Operation Uplift’, reversing
some of the cuts in police officer number experienced since 2010/11. Merseyside’s overall recruitment target
is an additional 660 ‘Police Officers’ by 31« March 2023. The additional 660 police officers will still be short of
the 1,121 police officers lost.

Revenue Outturn

The PCC approved the 2021/22 revenue budget to finance spending on the day to day running expenses of the
PCC and Force on 23" February 2021. The Net Budget Requirement was £369.738m, of which £13.4m was
under the PCC’s direct control. In broad terms the following tables show where the PCC and the Group’s money
came from and how it was spent.

Where did our Money Come From?

The PCC and Group gets most of its funding through Government grants with a significant amount also coming
from money raised through the Council Tax payments, i.e. Precept. The table below shows where the money
came from in 2021/22.

\ fm %
General Police Grant and Legacy Council Tax Grants 286.312 77.4
Council Tax (i.e. Precept) 84.682 229
Collection Fund Deficit (1.256) (0.3)
Total Net Budget Requirement 369.738 100.0

As can be seen above, the majority of income comes from Government Grants (77.4%), with the precept,
which is raised locally and is collected by the five Local Councils along with their council tax, accounting for
22.9%.

What did we spend the Money on?

Most money is spent on Police Officers, Police Staff, including Police and Community Support Officers, and
Pensions. Other money is spent in various ways including buildings, vehicles, forensics, uniforms and ICT. The
table below shows where the money was spent in 2021/22.

£m ‘ %
Police Officers Pay 189.992 51.4
Police Pensions 55.318 15.0
Police Support Staff Pay 85.384 23.1
Police Support Staff Pensions 12.121 3.3
Other 18.036 4.9
Total Net Operating Expenditure 360.852 97.6
Contributions to Reserves 8.887 2.4
Total 369.738 100.0
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Group Controlled Expenditure

The outturn position for 2021/22 shows total net operating expenditure of £360.851m. This represents an
overall underspend on the revenue budget of £8.260m, i.e. 2.2%, compared to the Net Budget Requirement
of £369.738m.

The net underspend on the operational budget was mainly due to the impact of delays in recruiting an
additional 160 police officers under ‘Operation Uplift’ due to new covid-19 restrictions. It was originally
planned to recruit the police officers evenly over the course of the year, but due to covid-19 restrictions
coming into force during the year some of the planned recruitment was rephased to later in the year. These
delays also resulted in lower than anticipated pension contributions and underspends in central and devolved
budgets.

The majority of the underspend has been transferred to the Budget Support Reserve to provide additional
support the budget over the medium term. In addition, contributions have been made to the Chief Constables
Priority Fund and the PCC’s Crime Prevention Strategy Reserve to enable both the PCC and Chief Constable to
Constable to continue to support initiatives that will help reduce crime and disorder on Merseyside.

The budget for 2021/22 included a savings target of £1.909m to be addressed partly through the Force change
programmes. Actual savings realised amounted to £1.907m, just £0.002m short of the target. Within the
overall savings total £1.302m related to savings identified as part of a force wide review to identify efficiencies;
£0.600m related to staff and £0.702m related to non-staff savings through local initiatives and procurement
opportunities. In addition, the continuing work by the Legal Services team has allowed for a further reduction
of £0.250m in contributions to the Insurance Fund. The remaining savings resulting from the implementation
of the SmartForce Enterprise Resource Programme system and continuing work through collaborations.

The outturn position reported demonstrates the continued effective financial management of the annual
budget. The planned utilisation of the revenue underspend will provide opportunities for the PCC and the
Chief Constable to continue to support initiatives that will help reduce crime and disorder on Merseyside. It
also provides some further financial support to maintain current service levels, deliver planned recruitment
targets, whilst the financial challenges ahead, are addressed.

PCC Controlled Expenditure

The PCC has a budget for the Office of the Police and Crime Commissioner (OPCC), as well as the funding for
the Crime Prevention Strategy. A high level analysis of the OPCC’s budget and Crime and Prevention Strategy
is provided below.

Office of the Police and Crime Commissioner

The budget for the OPCC was £1.332m to cover the cost associated with the PCC carrying out her functions
and support costs. At year end the budget was underspent by £0.106m, this primarily relate to employees
costs, owing to the staff vacancies, and savings on transport related expenditure due to covid-19 restrictions
and the greater use of agile and remote working practices. The overall underspend has been transferred into
the PCC’s Crime Prevention Strategy Reserve to enable the PCC to continue to fund initiatives that support the
prevention of crime and disorder on Merseyside.

Crime Prevention Strategy

In 2021/22 the PCC approved the continuation of the Crime Prevention Strategy with the aim of supporting
initiatives that contributed to the PCC’s Police and Crime Plan priorities, particularly focusing on the prevention
of crime and anti-social behaviour, as well as helping support victims of crime. In order to support the strategy
the PCC established a number of funding streams that have been utilised to fund the strategy, these are:-
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(i) Community Safety Funding (£2.837m)

In February 2021, the PCC awarded Crime and Disorder Reduction grants to the Force, Local Authorities,
Community Safety Partnerships and the Voluntary Sector that would secure, or contribute to securing, crime
and disorder reduction on Merseyside. The funding was used by the partners to fund community safety
initiatives to reduce domestic violence, hate crime, youth crime and substance abuse, offender management
schemes and positive futures initiatives, as well as support the drug intervention programmes within custody
suites and the continuation of the PCC’s Appropriate Adult Scheme.

(ii) Victim Support Services and Restorative Justice (£1.663m)

The PCC received specific grant funding from the Ministry of Justice to fund the provision and commissioning
of Victim Support Services and Restorative Services on Merseyside. The total funding available in 2021/22
amounted to £1.663m. At the end of the financial year all the funding had been spent on providing practical
support services for victims of crime, for family members and for victims of sexual violence and domestic
violence, including the provision of restorative justice services and practical support measures.

The services commissioned and delivered by the PCC to support and care for victims of crime included:-

o Merseyside Police Referral and Neighbourhood Support Service;

o Domestic Abuse Support Service for Young People & Children provided by the Local Authorities on
Merseyside;

o Vulnerable Victims Support Service provided by Victim Support;

o Child Sexual and Child Exploitation Support Service provided by Catch 22;

o Support for Victims subject to Sexual Offences jointly provided by RASA and RASASC;

° Hate Crime Advocacy service provided by the Anthony Walker Foundation, supported by a
consortium of hate crime support services; and

° Restorative Support Services Strategic Delivery Partner provided by Restorative Solutions.

° Both the Child Sexual and Criminal Exploitation (CSE/CCE) Service and the Support Service for Sexual

Assault/Abuse Victims were co-commissioned with Local Authority Partners.

The Child Sexual and Child Exploitation Support Service was co-commissioned during 2021/22 with the
Knowsley MBC, Wirral MBC, St Helens MBC and Sefton MBC; while the Sexual Assault and Abuse Support
Service was co-commissioned in partnership with the following: NHS England, Liverpool Clinical
Commissioning Group, Liverpool City Council, Knowsley MBC, Sefton MBC and St Helens MBC.

All these services were complemented by the provision of the Victim Care Merseyside website. The website is
a central portal where victims of crime can find advice, information and guidance and access support and care.
Anybody looking for support as the result of being a victim of crime can, at their convenience, search the
website and find the most appropriate organisations to help them according to where they live and what
support they need. The website can be accessed by the following the link https://victimcaremerseyside.org/.

(iii) Support for Victims of Domestic Abuse and Sexual Violence (£1.405m)

The PCC secured extra funding from the Ministry of Justice to provide support to domestic abuse and sexual
violence service providers. This funding was co-managed by the OPCC and the local Community Safety
Partnerships and was allocated to non-commissioned services as well as existing service providers.

(iv) Safer Streets Fund (£1.107m)

During 2021/22 the Home Office launched Rounds 2 and 3 of the fund. Working in partnership, the PCC
secured over £0.837m of funding for Safer Streets 2 to improve the safety of communities in Wirral and
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Liverpool and tackle issues in hotspots areas. A further £0.270m was awarded from Safer Streets 3 to put in
place practical measures to prevent and tackle sexual violence on the public transport network, while also
increasing awareness and education about the types of behaviour no woman should have to encounter and
how to report it.

(v) Domestic Abuse Perpetrator Fund (£0.818m)

Funding was secured for four projects which worked with perpetrators of domestic abuse to tackle their
behaviour and protect families at risk in Liverpool, Knowsley, St. Helens and Wirral. Programmes provided
victim led responses to domestic abuse to improve the safety and protection of victims and provide
appropriate support to victims.

(vi) Police Property Act Fund (£0.048m)

The monies in the Police Property Act Fund are generated by the disposal of property, which remains in police
possession, in connection with their investigations into a suspected offence, and the owner cannot be
ascertained. The PCCis able to dispose of funds by making payments for charitable purposes, and also to meet
the expenses incurred in the conveyance, storage, safe custody and sale of the property. During the course of
the year the PCC ran a bidding round for funding from the Fund to support organisations running diversionary
initiatives to coincide with Mischief Night. Subsequently, the PCC made 28 grant awards to charitable
organisations across Merseyside of up to £5,000 from the fund totalling £0.048m.

(v) Merseyside Violence Reduction Partnership (£4.223m)

During the year, the PCC received grant funding of £4.223m from the Home Office to support the Merseyside
Violence Reduction Partnership (MVRP). The partnership has continued to embed a ‘whole systems’ approach
to violence prevention and has used its successful partnership approach to develop and provide a range of
interventions that aim to prevent violence and its underlying causes. Taking this public health approach a
number of key, extremely successful interventions have been developed by the MVRP in areas, such as early
help, education, reducing reoffending and targeted youth diversion and mentoring.

Capital Programme

In addition to revenue spending on day to day activities, the PCC and Force incur capital expenditure. Capital
expenditure is expenditure on the acquisition of a fixed asset, or expenditure that adds to the value, or extends
the useful life of an existing asset, such as improvements to police stations and properties, together with the
purchase of vehicles and Information Communication Technology systems. Capital expenditure is normally
funded by loans, grants, external contribution or capital receipts. The table below shows the capital
expenditure incurred in 2021/22 and how it was funded.

£m %

Estate Strategy 10.161 49.3
IT and Technical Strategy 6.345 30.8
Vehicle Replacement Programme 1.745 8.4
Enterprise Resources Programme 2.381 11.5
Total Capital Expenditure 20.632 100.0
Financed by:-

Grant Funding (0.428) 2.1
Capital Receipts (0.206) 1.0
Revenue Contributions (1.522) 7.4
Reserves (1.536) 7.4
Borrowing (16.940) 82.1
Total Funding (20.632) 100.0
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From the above table it can be seen that there was significant expenditure on the capital programme in
2021/22, with £10.161m being spent on the implementation of the PCC’s Estate Strategy, in particular, the
refurbishment work on St Anne’s Street police station. A further £80.6m is planned to be spent on the Estate
Strategy between 2022/23 and 2026/27. The successful delivery of the Estate Strategy represents a significant
financial and operational challenge.

The main sources of funding for the capital programme were long term borrowing, revenue funding and the
use of earmarked reserves. In order to deliver the capital programme over the next five years the PCC is
planning to undertake a significant amount of prudential borrowing, the financial impact of which has been
reflected within the MTFS. In addition, it is anticipated that a significant level of capital receipts will be
generated from the disposal of a number of surplus properties, including the former police headquarters site
at Canning Place.

Group Balance Sheet

The Balance Sheet is a snapshot of the PCC’s assets, liabilities, cash balances and reserves at the balance sheet
date. The following table shows the value as at the 315 March 2022 of the assets and liabilities recognised by
the PCC and the Group. The net assets of the PCC and Group (assets less liabilities) are matched by the reserves
held by the PCC and the Group. Unusable reserves arise from accountancy adjustments, e.g. used to remove
notional debits and credits for retirement benefits, and cannot be used to support the budget.

As at 31° March 2022

£m

Long-Term Assets 383.493
Current Assets 80.855
Current Liabilities (144.881)
Long Term Liabilities (5,361.201)
Net Assets and (Liabilities) (5,041.734)
Represented by:-

Usable Reserves 49.891
Unusable Reserves (5,091.625)
Total Reserves (5,041.734)

At 31st March 2022 the Group had negative net assets of £5,042m which implies that the Group is technically
bankrupt. Fortunately, this is not the case. The sole reason the Group have negative assets is because of the
net pension liabilities associated with the unfunded police officer pension scheme of £5,090m coupled with
the net deficit of £204m in the funded Local Government Pension Scheme (LGPS) for police staff.

The police officer pension scheme is underwritten by the Home Office who provide an annual top-up grant to
fund the difference between pension payments and income from employee and employer contributions. The
current deficit in the LGPS will be managed through future employee and employer contributions. Further
information on pension liabilities is provided below.

Excluding these pension liabilities the Group’s Balance Sheet has net assets of £252m, including £50m in usable
cash reserves.

The Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents, i.e. short term, high liquid
investments, of the Group and PCC during the year. The statement shows how the Group and the PCC
generates and uses cash and cash equivalents. Cash flows are classified within the cash flow statement as
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arising from operating activity, investing activity and financing activity. The statement is shown within the
statement of accounts. The table below sets out a summary Group cash flow statement.

Cash and Cash Equivalents at 1 April 2021 21.910
Net cash inflow/(outflow) from Operating Activities 20.593
Net cash inflow/(outflow) from Investing Activities (36.300)
Net cash inflow/(outflow) from Financing Activities 8.921
Cash and Cash Equivalents at 31°' March 2022 15.125

The PCC’s cash flow statement shows an overall balance of £15.125m at year end, compared to £21.910m at
the beginning of the year, reflecting a decrease in cash and cash equivalents of £6.785m over the year. The
main factors that will affect the level of cash and cash equivalents in the future are the acquisition and disposal
relating to the capital programme, particularly the estate strategy, the value of useable reserves and the level
of grants received.

Loans and Investments

The PCC is directly responsible for loans, investments and for borrowing money as they hold the Police Fund.
The Chief Constable is not able to borrow money. Short-term borrowing and lending, which are defined as for
less than 365 days, are undertaken by the PCC to ensure that there are sufficient funds available each day to
cover its outgoings. Long-term borrowing can only be taken out to fund capital projects for which the PCC has
no other funds to cover.

All investments and borrowing are undertaken in accordance with the Prudential Code. One of the
requirements of the Prudential Code is that the PCC adopts the CIPFA Code of Practice for Treasury
Management in Local Authorities, which it has done. In addition, the PCC approves a Treasury Management
Strategy annually and then monitors performance against this and the Prudential Indicators.

During 2021/22 the PCC undertook short term borrowing and lending to ensure sufficient funds were available
each day to cover its outgoings. No new long term borrowing was undertaken. Instead, the PCC took advantage
of the low interest rates to make savings on short term borrowings instead of taking out higher priced long
term Public Works Loans Board (PWLB) borrowing. All borrowing and lending was undertaken within the PCC’s
approved prudential indicators and in line with the approved Treasury Management Strategy. However, it will
be necessary to increase the level of long term borrowing once the differential between short term and long
term interest rates starts to reduce.

General Balances, Earmarked Reserves and Provisions

The PCC maintains General Balances, Earmarked Reserves and Provisions in order to ensure that adequate
financial resilience is maintained. The accounts detail the balances held on the different reserves, along with
the details of provisions made. Police Service, as one of the major emergency services, is required to respond
to incidents of an unexpected nature over which it has little or no control. Amajorincident or a series of events
could put extraordinary pressure on the budget in a particular year. As a result, financial prudence dictates
that a level of General Balances should be retained to provide resilience against the effect of such a situation.
In order to ensure that the level of the General Balances is robust and prudent the Chief Finance Officer and
Chief Constable undertake regular reviews of the level of these balances, taking account of the risks included
within the strategic risk registers. The last risk-based review concluded that the minimum acceptable level of
General Balances should be in the region of £12.730m. This level of General Balances equates to 3.2% of the
2022/23 level of direct resource funding, i.e., General Grant (including police uplift programme grant),
pensions grant and precept. The level of General Balances held at the start of the year stood at £12.990m
which was just above the risk assessed amount, which is deemed to be acceptable.
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There are two types of Earmarked Reserves, ‘useable reserves’, i.e., those reserves that can be applied to fund
expenditure or reduce council tax precept, and ‘unusable reserves’, i.e., reserves that arise out of the
interaction of legislation and proper accounting practice either to store revaluation gains or as adjustment
accounts to reconcile accounting requirements driven by reporting standards to statutory requirements.

Unusable reserves are not resource-backed and cannot be used for any other purpose. The notes to the
accounts provide a breakdown of all the earmarked reserves held at the end of 2021/22. With regard to
earmarked reserves, the total amount held at year end amounts to £36.881m, an increase of £4.707m
compared to the amount held at the beginning of the year, £32.174m. All of the earmarked reserves are for
funding planned expenditure on projects and programmes over the MTFS period, With the exception of the
Insurance Reserve which is held as a general contingency to meet other expenditure needs held in accordance
with sound principles of good financial management, the Restructure Reserve and an element of the Section
152 Reserve. At present it is anticipated that there will be approximately £9.747m of balances remaining within
these reserves that will fund specific projects and programmes beyond the current planning period, i.e.
2026/27.

Provisions are made where an event has taken place that gives the PCC or Group a legal or constructive
obligation that probably requires settlement and a reliable estimate can be made of the amount of the
obligation. As at the 31stMarch 2022 the PCC and Group held provisions totalling £8.016m. The main provision
held is an Insurance Provision to finance internal insurance claims. This self-insurance policy currently
substantially assumes the risk in respect of public, employer and motor liabilities. Details of all provisions are
contained within the notes to the accounts.

Pension Liabilities

Police Officers and Police Staff are offered retirement benefits by the PCC and Group as part of their terms and
conditions of employment. In accordance with International Accounting Standard (IAS) 19, the PCC and Group
are required to ensure that its accounts reflect the fair value of the assets and liabilities of the schemes and
that benefits earned are recognised in the accounting periods in which they arise. As at the 31 March 2022
the PCC and Group had the following net pension liabilities:-

Police Pension Scheme (i.e. Police Officers) 5,090.286
Local Government Pension Scheme (i.e. PCC and Police Staff) 203.695
Total 5,293.981

In accordance with IAS 19 the PCC and Group’s accounts incorporate a negative pensions reserve to show the
estimated liability in relation to the retirement benefits. However, considering the above liability and the
overall impact it has on the Balance Sheet, it must be taken into account that:-

° The liability does not have to be funded from this year’s budget, but it’s still a true cost estimated by
actuaries. It represents the amount that will need to be found from future budgets to pay for pension
entitlements already incurred in delivering services. So, it’s a real call on future funding arising from
past activity. Not showing this liability would hide the liability that the PCC and the Group has incurred.

. The police officer pension scheme is a statutory scheme, as specified by Police Regulations, whereby
the Group pays an employer's contribution of pensionable pay for all serving police officers into the
Police Pension Fund Account. If there is insufficient money in the Pension Fund Account to meet all
expenditure commitments in any particular year, the Home Office will fund the deficit. In practice,
therefore, the significant liability of £5,090m will be covered by future employer contributions and the
receipt of Home Office grant monies.

° PCC and Police Staff are entitled to join the Local Government Pension Scheme (LGPS) as administered
by Wirral Metropolitan Borough Council. The disclosed net liability of £204m in respect of LGPS is likely
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to be funded in a number of ways, including potential changes to contribution rates and improved
performance of the Fund’s investments.

Further information on pension liabilities is provided in the pension notes.

2022/23 and Beyond

The 2022/23 funding settlement announced by the Home Office increased the level of resources available to
the PCC and Force. The Home Office provided additional funding to enable Forces to meet their officer
recruitment targets for the final stage of ‘Operation Uplift’, the Government’s policy to recruit 20,000 police
officers nationally by the 31°* March 2023. However, the Government did not provide any additional grant
funding to fund pay and price inflation or to fund the new employers Health and Social Care Levy, despite
assurance that this would be provided. These commitments were expected to be met through efficiencies by
the Force and the PCC maximising the precept.

Under Operation Uplift, the Force has been set a target of recruiting an additional 660 police officers by 31°
March 2023. This target is expected to be met early in 2022/23 due the decisions to recruit the additional
police officers in advance. However, it is important to note that this number of additional police officers is still
below the 1,121fte lost during austerity by the Force.

The PCC continues to challenge the Chief Constable to make cashable savings and efficiencies and ensure that
the Force continues to provide value for money. Consequently, the Chief Constable identified £2.934m of
savings to be made in 2022/23, with a further £2.901m of savings being built into the medium-term financial
strategy. Unfortunately, it is estimated that further savings of £13.733m will need to be made over the medium
term in order to balance the budget.

In terms of the precept, the Government increased the precept referendum threshold, and expected all PCCs
to increase their precepts, by up to £10 on a Band D equivalent property without the need to hold a
referendum. The PCC, after giving careful consideration to the options available to her regarding the precept,
and consulting the Chief Constable, the Police and Crime Panel and the general public, all of whom supported
the proposal, increased the precept to the referendum threshold. This increase equated to an increase of
£6.67pa for Band A properties (i.e. 13p per week) the majority of Council Tax payers on Merseyside.

Despite maximising the precept, and the Chief Constable identifying savings, there was still estimated to be a
budget deficit of £2.253m.

In order to bridge the budget deficit and balance the budget the PCC approved the utilisation of the Budget
Support Reserve. However, this only has the effect of pushing the saving requirement into future years, but
importantly does provide the PCC and Chief Constable with more time to identify and implement the necessary
savings plans.

With regard to the medium term, the assumptions underpinning the financial strategy were updated as part
of the budget process in February 2022 and at that time it was estimated that over the medium term an overall
savings requirement of £13.733m will be required.

This is a position that will provide significant challenges for the PCC and Chief Constable Force to continue to
balance the budget over the medium term without impacting on policing, especially as less reserves will be
available, and is likely to result in decivilianisation of police staff posts in the future due to requirement to
maintain Police Officer numbers as a consequence of ‘Operation Uplift’.

It is important to note that the budget proposals assumed that the 2022 pay award would be 3% followed by
increases of between 2.5% and 2% and that non pay inflation would be 4% in 2022/23 then remain around 2%
over the period. However, at the time of writing, the inflation rate had increased to 9.1%, its highest level in
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forty years, with the Bank of England warning that inflation could reach 11% by autumn 2022 before it starts
to fall. The increase in inflation has led to a cost-of-living crisis which in turn has led to employee organisations
seeking real terms pay awards for their members. Consequently, there is a real risk that these assumptions
may be understated. Any pay award above those assumed would increase the budget deficit in year, as well
as have an impact on future years. Pay awards in the Police Service are awarded from 1° September, therefore
any increase has an impact in year and also in the following year.

In order to address this the overall savings requirement, the Chief Constable’s Community First Change
Programme and the Chief Constable’s Savings Board will continue to review the more strategic change
processes in order to make efficiencies in all areas of business and improve the service that the Force provide
to the public. The PCC and Force will continue to work with regional Forces, other emergency services and
national work streams to consider options where collaboration can support how the Force can deliver local
services in a better, more efficient way. In addition, the PCC, in consultation with the Chief Constable, will look
to utilise reserves and in year underspends to address any underlying budget deficits to support the Force
delivering ‘Operation Uplift’, as well enable the immediate release of savings from the revenue account, and
provide more time to deliver efficiency savings required.

4. NON-FINANCIAL PERFORMANCE

PCC Annual Report

The PCC has a statutory duty to publish an Annual Report every year detailing progress against the police and
crime objectives in the police and crime plan. This report gives both the public and the body which oversees
her work, the Police and Crime Panel, the opportunity to review the PCC’s activities and work, and provide
their feedback. The report is due to be published in September 2022 once it has formally been endorsed by
the Police and Crime Panel. A copy of the final report will be available on the PCC’s web site.

Merseyside Police

Offending levels during the 2021/22 financial year were still impacted by the effects of the Coronavirus
pandemic however to a lesser extent than what was observed during the 2020/21 financial year.

As a result of the impact of the pandemic period, year-on-year crime comparisons for the recent year have
been made with the 2019/20 period, as this is assessed as a more appropriate comparative period rather than
2020/21.

Overall, there was a 20% increase in all crimes recorded compared to 2019/20; with 164,938 crimes recorded
during 2021/22 compared to 137,169 during 2019/20. This level of increase had been forecasted, and follows
a long-term increasing trend, however, it does follow a decrease in crimes recorded during the 2020/21
financial year, which was anomalous as a result of the pandemic. The level of crimes recorded, in addition to
high levels of non-crime demands, has been significant during the recent financial year.

A number of specific crime categories experienced increases in reports of offending, such as:
Cyber-Crime (+179%), Drug Trafficking (+15%), Hate Crime (+71%), Public Order (+87%), Sexual Offences
(+37%), Domestic Abuse (+25%), Stalking & Harassment (+79%), Serious Violence (+5%), Violence With Injury
(+6%) & Violence Without Injury (+41%).

Some of the increases were because of changes in recording practices, some as a result of proactive police
activity and some genuine increases in reports being made to police.

An increase in crime recording is not necessarily an undesirable outcome, as in many ways reporting is
encouraged, and it is often a reflection of public confidence in policing that leads to the report of a crime. This
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has been particularly the case for offences such as Hate Crime, Sexual Offences, Domestic Abuse and Stalking
& Harassment.

Decreases were seen in other offence categories, such as Burglary (-24%), Fraud (-18%), Robbery Business (-
18%), Serious Acquisitive Crime (-21%), Stealing (-14%), Vehicle Crime (-21%) and reports of Anti-Social
Behaviour (-23%).

PCC Crime Supporting Victims
Over the financial year, the services commissioned to support and care for victims of crime, helping them to

cope and recover, have supported just under 9,000 victims of crime. The support provided to victims included
the following:-

° As providers for the PCC’s vulnerable victims service, Victim Support provided support to 3,894
vulnerable victims of crime.

° Catch 22 were commissioned to deliver support to victims of Child Exploitation, including both Child
Sexual and Child Criminal Exploitation. A total of 70 Children & Young People were supported.

. The Anthony Walker Foundation supported over 1,000 victims of racially and religiously aggravated
Hate Crime.

° Citizens Advice Liverpool have supported 231 victims of Hate crime related to Sexual Orientation
and/or Gender Identity.

° Daisy Inclusive UK are commissioned locally by the PCC to provide bespoke support for victims of
Disability-related Hate Crime, with 223 people being supported through this service.

. In addition to the 3 direct support service providers above, the PCC also commissions Stop Hate UK to

provide a third-party referral centre for the Merseyside area in order to provide several options for
Hate Crime victims wishing to access support. Stop Hate UK supported 42 victims.

° RASA and RASASC have been commissioned as a joint service provider and they provided dedicated
aftercare support to 3,271 survivors of rape or sexual assault/abuse.

° Over the last 12 months, the PCC's commissioned Restorative Justice Service has developed rapidly,
with 168 individuals having been referred and contacted by Restorative Solutions over the year.

° The PCC has funded Savera UK to provide a service that supports people who have been subjected to

Harmful Practices, including Forced Marriage, so-called Honour-based Abuse and/or Female Genital
Mutilation. This service has supported 112 individuals through their experience, with all those
supported confirming they felt their health and wellbeing had improved following or during treatment.

° Families Fighting for Justice, a well-regarded local support service, were funded by the PCC to provide
a one-stop shop/signposting support service to bereaved families of Homicide victims and those
affected by culpable road death. A total of 612 individuals were supported by Families Fighting for
Justice through this service over the last year, with the organisation providing a wealth of other
support services for adults and children not funded through the Mol Victims’ Funding.

PCC Crime Supporting Victims

The PCC provided crime and disorder reduction grants to Community Safety Partners to tackle crime and
reduce the demand on the Police service. Examples of how the grants were spent is detailed below. Further
information is published on the PCC’s website.

Liverpool Council — Citysafe invest their funding into 30 different services, including: -

° Independent Domestic Violence Services, Young People’s Prevention Services and Protect Service
covering the whole city and targeting hotspot areas.

° CUT - a knife crime & youth violence theatre production which has reached over 2,500 young people
exploring the risks in carrying weapons, peer pressure, drug, and alcohol misuse.

. A multi-agency, community safety educational event funded by Liverpool Crucial Crew enabled 1,527

children to attend over a series of days covering topics within junior life skills.
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Knowsley MBC used the funding to provide:-

. Substance misuse screening for all young people referred for community resolutions intended to
identify those at risk.

° ‘Weekly ‘Walkabouts’ to provide residents with the opportunity to engage with the team, other
council teams such as environmental health and other partners such as Merseyside Police, Merseyside
Fire and Rescue Service, and housing providers.

. Fortnightly ‘Talkabout Tuesdays’ engaging with residents and businesses in specific locations linked to
any on-going community safety concerns.

Sefton MBC - Sefton’s Safer, Stronger Communities Partnership used the funding to deliver:-

° Extra resources for its Beach safe Group to manage the influx of visitors to the coastline at peak times.
. Support victims of domestic abuse and deliver the ‘Commit to Change’ programme.
. A noise recording app to support victims of ASB which has been extremely successful and has resulted

in positive action being taken against perpetrators due to the evidence this has provided.

St Helens MBC - St Helens Community Safety Partnership has used this funding to deliver:-

. More than 150 sessions, totalling 500 hours, at 20 community groups engaging with young people to
prevent ASB and support young people to reducing re-offending and deliver interventions.

. Five local campaigns funded to raise awareness of Hate Crime via the #BetterThanThat campaign.

. Support and provide a frontline response to more than 1,600 referrals for advice, signposting and

safety planning to victims and survivors of Domestic Abuse.

Wirral MBC - used the funding to support:-

. The Youth Offending Service to continue to reduce young people entering the criminal justice system
by using out of court disposals as an alternative to court sentencing.
. 1,033 young people engaged in sports and diversionary activities in schools in partnership with

Merseyside Police.

5. IMPACT OF THE CORONAVIRUS (Covid-19) PANDEMIC

The Covid-19 pandemic put the Force in a position of having to deal with challenges it has never faced
before, whilst continuing to protect communities from crime and safeguarding the most vulnerable
in society. The costs associated with Covid19 were partly funded by the Home Office and the end of
2020/21 saw the creation of a Budget Support reserve, specifically ringfenced to address costs
continuing into future years. During 2021/22 costs of £1.903m relating to Covid 19 were funded
through the use of this reserve, alleviating the pressure in the 2021/22 budget. In addition, the Force
has continued to receive support from the Home Office for ongoing costs relating to personal
protective equipment.

15



ANNUAL FINANCIAL REPORT 2021-22

6. PEOPLE

As at the 31 March 2022 the actual number of people employed by the PCC and Merseyside Police is detailed
in the table below, excluding the PCC.

Total FTE

Office of the PCC

Chief Officers 2
Other 18
TOTAL PCC Employees 20
Merseyside Police

Police Officers 4,054
Police Staff 2,296
PCSOs 209
TOTAL Group Employees 6,559

7. STRATEGIC RISKS

A risk management strategy is in place to identify and evaluate risk. There are clearly defined steps to support
better decision making through the understanding of risks, whether a positive opportunity or a threat and the
likely impact. Below are the highest corporate risks from the Office of the Police and Crime Commissioner’s
(OPCC) Strategic Risk Register:-

(i) Consultation and implementation of a new Funding Formula;

(ii) The sustainability of specific grant funded crime & disorder reduction initiatives, e.g. Safer Streets
Fund;

(iii) Services for victim support and restorative justice do not deliver intended outcomes;

(iv) The increase/‘surge’ in serious violent crime and the detrimental impact on the PCC’s priorities,
particularly preventing crime and anti-social behaviour and tackling serious and organised crime;

(v) The implementation of the Home Office review(s) into the role of the PCCs. Changes to legislation, the

Specified Information Order and the Strategic Policing Protocol. Mayoral devolution and changes to
Fire Governance Arrangements; and
(vi) Failure to have an efficient and effective Estate to meet current and future requirements.

These risks are being actively managed by the OPCC Management Team and regular updates provided to the
PCC and the Joint Independent Audit Committee.

The Chief Constable also maintains a strategy and has arrangements in place to manage, monitor and review
the strategic priorities identified, which include violent crime, Child Exploitation, cybercrime, Domestic Abuse
and the economic position. The PCC’s, through the Force Inspection meeting, receives regular updates on the
risks and how they are being managed, along with the Joint Independent Audit Committee.
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8. EXPLANATION OF THE STATEMENT OF ACCOUNTS

The purpose of the Statement of Accounts is to provide details of the PCC and the Group financial activities for
the year ending 31 March 2022. The financial statements for 2021/22 have been prepared in accordance
with The Code of Practice on Local Authority Accounting in the UK 2021/22 (the Code) issued by the Chartered
Institute of Public Finance and Accountancy (CIPFA), which is recognised by statute as representing proper
accounting practice. This Code of Practice is based on International Financial Reporting Standards (IFRS) and
also draws on approved accounting standards issued by the International Public Sector Accounting Standards
Board and the UK Accounting Standards Board where these provide additional guidance.

The financial statements may not always appear straightforward since they have to meet technical, legal and
professional standards. The Narrative Statement provides a brief explanation and overview of the financial
performance of the PCC and the Group and highlights any significant features. The accounts that follow provide
further detail of the financial affairs of the PCC and the Group and are comprised of:-

. Independent Auditor’s Report, this sets out the opinion of the external auditor, Grant Thornton UK
LLP, on whether the PCC and Group accounts presented give a ‘true and fair view’ of the financial
position and operations of the PCC and the Group for 2021/22;

° Statement of Responsibilities for the Statement of Accounts, this statement sets out the
responsibilities of the PCC and the PCC Chief Finance Officer;
° the Comprehensive Income and Expenditure Statement, this statement shows the accounting cost in

the year of providing services in accordance with generally accepted accounting practices, rather than
the amount to be funded from taxation. Elected Policing Bodies, i.e. PCC’s, raise taxation to cover
expenditure in accordance with regulations, this may be different from the accounting cost;

° the Balance Sheet, this statement shows the value as at the Balance Sheet date of the assets and
liabilities recognised by the PCC and the Group. The net assets of the PCC and Group (assets less
liabilities) are matched by the reserves held by the PCC and the Group;

. the Cash Flow Statement shows the changes in cash and cash equivalents of the PCC and the Group
during the reporting period. The statement shows how the PCC and the Group generates and uses
cash and cash equivalents by classifying cash flows as operating, investing and financing activities;

° the Movement in Reserves Statement, this statement shows the movement in the year on the
different reserves held by the PCC and the Group, analysed into ‘usable reserves’ (i.e. those that can
be applied to fund expenditure or reduce the council tax precept) and unusable reserves (i.e. those
that the PCC and the Group are not able to use to provide services);

° Notes to the Financial Statements, these notes include a Statement of the Accounting Policies used
as the basis of preparing the financial statements, information required by the Code of Practice that is
not presented elsewhere in the financial statements, i.e. notes that break down lines presented on the
face of the financial statements into their significant components (e.g. sub-classifications of property,
plant and equipment) and information that is not provided elsewhere in the financial statements, but
is relevant to an understanding of any of them (e.g. transactions with related parties); and

° the Pension Fund Account, which summarises the amounts received into and paid out of the police
officer pension fund operated by the PCC and the Group during the year; and
. A glossary of terms has also been prepared and is included at the end of the Statement of Accounts to

assist readers in understanding the technical accounting terminology.

Significant Changes to the Accounting Policies
Accounting policies are the principles applied to show the effect of transactions and events on the financial

statements. The PCC, the Chief Constable and the Group accounts have adopted consistent accounting
policies. It is noted that the policies remain unchanged from those applied in 2020/21.

Events After the Reporting Period
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The Draft Unaudited Statement of Accounts were authorised for issue on the 29t July 2022. Events taking
place after this date are not reflected in the draft financial statements or notes. Where events have taken
place on or before 29t July 2022 which provided information about conditions existing at 31t March 2022,
the figures in the financial statements were adjusted in all material respects to reflect the impact of this
information. The draft unaudited Statement of Accounts were not adjusted for events that have taken place
between 15t April 2022 and 29" July 2022 which are indicative of conditions that arose after the reporting
period. Since the issuing of the unaudited Statement of Accounts and the completion of the audit of the
accounts no material events have been identified.

Annual Governance Statement

The Annual Governance Statement explains how the PCC has complied with its own Code of Corporate
Governance, and also provides assurance on the system of internal control that the PCC maintains and on the
way it conducts its affairs.

9. SUMMARY AND CONCLUSION

The year-end financial position reported demonstrates the continued effective financial management of the
annual budget. The planned utilisation of the revenue underspend will provide some further financial
support to continue to maintain current service levels, whilst the necessary savings plans to address financial
challenges ahead are identified. It will also provide opportunities for the PCC and the Chief Constable to
continue to support initiatives that will help reduce crime and disorder on Merseyside.

The PCC has set a balanced budget in 2022/23. This budget allows the Chief Constable to address the
assumed inflationary and demand pressures facing the Force, protect police staff jobs and provide sufficient
funding to enable the Chief Constable to maintain the additional 660 police officers recruited under ‘Operation
Uplift’.

However, despite balancing the budget in 2022/23, there still remains a very significant financial and policing
challenge for the PCC and Merseyside Police in the years ahead, with an estimated additional savings
requirement of £13.7m to be made by the end of 2026/27. This is a position that will provide significant
challenges for the PCC and Chief Constable to continue to balance the budget over the medium term
without impacting on policing, especially as less reserves will be available, and is likely to result in
decivilianisation of police staff posts in the future due to the expectation that existing Police Officer numbers
will have to be maintained. Options aimed at addressing this challenge are currently being identified and
prioritised by the Chief Constable, in partnership with the PCC.
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Independent auditor’s report to the Police and Crime Commissioner for
Merseyside

Report on the Audit of the Financial Statements

Opinion on financial statements

We have audited the financial statements of the Police and Crime Commissioner for Merseyside (the ‘Police and Crime
Commissioner’) and its subsidiary the Chief Constable (the ‘group’) for the year ended 31 March 2022 which comprise the Group
Comprehensive Income and Expenditure statement, the PCC Comprehensive Income and Expenditure Statement, the Group and PCC
Balance Sheet, the Group and PCC Cash Flow Statement, the Group Movement in Reserves Statement and the PCC Movement in
Reserves Statement and notes to the financial statements, including a summary of significant accounting policies, and include the
police pension fund financial statements comprising the Pension Fund Account, the Net Assets Statement and notes to the financial
statements. The financial reporting framework that has been applied in their preparation is applicable law and the CIPFA/LASAAC
Code of practice on local authority accounting in the United Kingdom 2021/22.

In our opinion, the financial statements:

e give a true and fair view of the financial position of the group and of the Police and Crime Commissioner as at 31 March 2022 and
of the group’s expenditure and income and the Police and Crime Commissioner’s expenditure and income for the year then
ended;

e have been properly prepared in accordance with the CIPFA/LASAAC Code of practice on local authority accounting in the United
Kingdom 2021/22; and

e have been prepared in accordance with the requirements of the Local Audit and Accountability Act 2014.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law, as required by
the Code of Audit Practice (2020) (“the Code of Audit Practice”) approved by the Comptroller and Auditor General. Our
responsibilities under those standards are further described in the ‘Auditor’s responsibilities for the audit of the financial statements’
section of our report. We are independent of the Police and Crime Commissioner and the group in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We are responsible for concluding on the appropriateness of the Chief Finance Officer’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Police and Crime Commissioner and group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our report to the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify the auditor’s opinion. Our conclusions are based on the audit evidence obtained up to
the date of our report. However, future events or conditions may cause the Police and Crime Commissioner and the group to cease
to continue as a going concern.

In our evaluation of the Chief Finance Officer’s conclusions, and in accordance with the expectation set out within the CIPFA/LASAAC
Code of practice on local authority accounting in the United Kingdom 2021/22 that the Police and Crime Commissioner and group’s
financial statements shall be prepared on a going concern basis, we considered the inherent risks associated with the continuation of
services provided by the Police and Crime Commissioner and the group. In doing so we had regard to the guidance provided in
Practice Note 10 Audit of financial statements and regularity of public sector bodies in the United Kingdom (Revised 2020) on the
application of ISA (UK) 570 Going Concern to public sector entities. We assessed the reasonableness of the basis of preparation used
by the Police and Crime Commissioner and group and the Police and Crime Commissioner and group’s disclosures over the going
concern period.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the Police and Crime Commissioner’s and the group’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.
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In auditing the financial statements, we have concluded that the Chief Finance Officer’s use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

The responsibilities of the Chief Finance Officer with respect to going concern are described in the ‘Responsibilities of the Police and
Crime Commissioner and the Chief Finance Officer for the financial statements’ section of this report.

Other information

The Chief Financial Officer is responsible for the other information. The other information comprises the information included in the
Statement of Accounts other than the Police and Crime Commissioner and group financial statements and our auditor’s report
thereon. Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge of the Police and Crime
Commissioner and the group obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material misstatement in the
financial statements or a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Other information we are required to report on by exception under the Code of Audit Practice

Under the Code of Audit Practice published by the National Audit Office in April 2020 on behalf of the Comptroller and Auditor
General (the Code of Audit Practice) we are required to consider whether the Annual Governance Statement does not comply with
the ‘delivering good governance in Local Government Framework 2016 Edition’ published by CIPFA and SOLACE or is misleading or
inconsistent with the information of which we are aware from our audit. We are not required to consider whether the Annual
Governance Statement addresses all risks and controls or that risks are satisfactorily addressed by internal controls.

We have nothing to report in this regard.

Opinion on other matter required by the Code of Audit Practice

In our opinion, based on the work undertaken in the course of the audit of the financial statements and our knowledge of the Police
and Crime Commissioner, the other information published together with the financial statements in the Statement of Accounts, for
the financial year for which the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

Under the Code of Audit Practice, we are required to report to you if:

e weissue a report in the public interest under section 24 of the Local Audit and Accountability Act 2014 in the course of, or at the
conclusion of the audit; or

e we make a written recommendation to the Police and Crime Commissioner under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

e we make an application to the court for a declaration that an item of account is contrary to law under Section 28 of the Local
Audit and Accountability Act 2014 in the course of, or at the conclusion of the audit; or;

e we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014 in the course of, or at the conclusion
of the audit; or

e we make an application for judicial review under Section 31 of the Local Audit and Accountability Act 2014, in the course of, or at
the conclusion of the audit.

We have nothing to report in respect of the above matters.
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Responsibilities of the Police and Crime Commissioner and the Chief Finance Officer for the
financial statements

As explained more fully in the Statement of Responsibilities for Statement of Accounts set out on page 25, the Police and Crime
Commissioner is required to make arrangements for the proper administration of its financial affairs and to secure that one of its
officers has the responsibility for the administration of those affairs. That officer is the Chief Finance Officer. The Chief Finance
Officer is responsible for the preparation of the Statement of Accounts, which includes the financial statements, in accordance with
proper practices as set out in the CIPFA/LASAAC Code of practice on local authority accounting in the United Kingdom 2021/22, for
being satisfied that they give a true and fair view, and for such internal control as the Chief Finance Officer determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Chief Finance Officer is responsible for assessing the Police and Crime Commissioner’s and
the group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless there is an intention by government that the services provided by the Police and Crime
Commissioner and the group will no longer be provided.

The Police and Crime Commissioner is Those Charged with Governance. Those charged with governance are responsible for
overseeing the financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting Council’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Explanation as to what extent the audit was considered capable of detecting irregularities, including
fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. Owing to the inherent
limitations of an audit, there is an unavoidable risk that material misstatements in the financial statements may not be detected,
even though the audit is properly planned and performed in accordance with the ISAs (UK).

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

e We obtained an understanding of the legal and regulatory frameworks that are applicable to the Police and Crime Commissioner
and the group and determined that the most significant ,which are directly relevant to specific assertions in the financial
statements, are those related to the reporting frameworks (international accounting standards as interpreted and adapted by
the CIPFA/LASAAC Code of practice on local authority accounting in the United Kingdom 2021/22, The Local Audit and
Accountability Act 2014, the Accounts and Audit Regulations 2015, the Local Government Act 2003 and the Police Reform and
Social Responsibility Act 2011).We also identified the following additional regulatory frameworks in respect of the police pension
fund Public Service Pensions Act 2013, The Police Pension Fund Regulations 2007, The Police Pensions Regulations 2015, and The
Police Pensions Regulations 2006.

e We enquired of senior officers and the Police and Crime Commissioner, concerning the Police and Crime Commissioner and
group’s policies and procedures relating to:

- the identification, evaluation and compliance with laws and regulations;
- the detection and response to the risks of fraud; and

- the establishment of internal controls to mitigate risks related to fraud or non-compliance with laws and regulations.
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e We enquired of senior officers, internal audit and the Police and Crime Commissioner, whether they were aware of any instances
of non-compliance with laws and regulations or whether they had any knowledge of actual, suspected or alleged fraud.

e We assessed the susceptibility of the Police and Crime Commissioner and group’s financial statements to material misstatement,
including how fraud might occur, by evaluating officers’ incentives and opportunities for manipulation of the financial
statements. This included the evaluation of the risk of management override of controls. We determined that the principal risks
were in relation to:

- Non routine journal entries, and key accounting estimates around the valuation of land and buildings and the pension
liability.

e Our audit procedures involved:
- evaluation of the design effectiveness of controls that the Chief Finance Officer has in place to prevent and detect fraud;

- journal entry testing, with a focus on non-routine transactions, and journal entries falling within identified risk criteria
including, journals posted by senior officers, large year-end journals, year-end accruals, unusual account combinations and
journals posted by anyone with superuser access;

- challenging assumptions and judgements made by management in its significant accounting estimates in respect of the
valuation of land and buildings and the pension liability;

- assessing the extent of compliance with the relevant laws and regulations as part of our procedures on the related financial
statement item.

e These audit procedures were designed to provide reasonable assurance that the financial statements were free from fraud or
error. The risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from
error and detecting irregularities that result from fraud is inherently more difficult than detecting those that result from error, as
fraud may involve collusion, deliberate concealment, forgery or intentional misrepresentations. Also, the further removed non-
compliance with laws and regulations is from events and transactions reflected in the financial statements, the less likely we
would become aware of it.

e The team communications in respect of potential non-compliance with relevant laws and regulations, including the potential for
fraud in revenue and expenditure recognition, and the significant accounting estimates related to land and buildings and the
pension liability.

e Our assessment of the appropriateness of the collective competence and capabilities of the Police and Crime Commissioner and
group’s engagement team included consideration of the engagement team's.

- understanding of, and practical experience with audit engagements of a similar nature and complexity through appropriate
training and participation

- knowledge of the police sector

- understanding of the legal and regulatory requirements specific to the Police and Crime Commissioner and group including:
- the provisions of the applicable legislation
- guidance issued by CIPFA, LASAAC and SOLACE

- the applicable statutory provisions.

.
5

assessing the potential risks of material misstatement, we obtained an understanding of:

- the Police and Crime Commissioner and group’s operations, including the nature of its income and expenditure and its
services and of its objectives and strategies to understand the classes of transactions, account balances, expected financial
statement disclosures and business risks that may result in risks of material misstatement.

- the Police and Crime Commissioner and group’s control environment, including the policies and procedures implemented by
the Police and Crime Commissioner and group to ensure compliance with the requirements of the financial reporting
framework.
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Report on other legal and regulatory requirements - the Police and Crime
Commissioner’s arrangements for securing economy, efficiency and effectiveness in
its use of resources

Matter on which we are required to report by exception — the Police and Crime Commissioner’s
arrangements for securing economy, efficiency and effectiveness in its use of resources

Under the Code of Audit Practice, we are required to report to you if, in our opinion, we have not been able to satisfy ourselves that
the Police and Crime Commissioner has made proper arrangements for securing economy, efficiency and effectiveness in its use of
resources for the year ended 31 March 2022.

Our work on the Police and Crime Commissioner’s arrangements for securing economy, efficiency and effectiveness in its use of
resources is not yet complete. The outcome of our work will be reported in our commentary on the Police and Crime Commissioner’s
arrangements in our Auditor’s Annual Report. If we identify any significant weaknesses in these arrangements, these will be reported
by exception in a further auditor’s report. We are satisfied that this work does not have a material effect on our opinion on the
financial statements for the year ended 31 March 2022.

Responsibilities of the Police and Crime Commissioner

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

Auditor’s responsibilities for the review of the Police and Crime Commissioner’s arrangements for
securing economy, efficiency and effectiveness in its use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to be satisfied that the Police and Crime
Commissioner has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources. We are not
required to consider, nor have we considered, whether all aspects of the Police and Crime Commissioner's arrangements for securing
economy, efficiency and effectiveness in its use of resources are operating effectively.

We undertake our review in accordance with the Code of Audit Practice, having regard to the guidance issued by the Comptroller
and Auditor General in December 2021. This guidance sets out the arrangements that fall within the scope of ‘proper arrangements’.
When reporting on these arrangements, the Code of Audit Practice requires auditors to structure their commentary on
arrangements under three specified reporting criteria:

e Financial sustainability: how the Police and Crime Commissioner plans and manages its resources to ensure it can continue
to deliver its services;

e Governance: how the Police and Crime Commissioner ensures that it makes informed decisions and properly manages its
risks; and

e Improving economy, efficiency and effectiveness: how the Police and Crime Commissioner uses information about its costs
and performance to improve the way it manages and delivers its services.

We document our understanding of the arrangements the Police and Crime Commissioner has in place for each of these three
specified reporting criteria, gathering sufficient evidence to support our risk assessment and commentary in our Auditor’s Annual
Report. In undertaking our work, we consider whether there is evidence to suggest that there are significant weaknesses in
arrangements.
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Report on other legal and regulatory requirements - Delay in certification of
completion of the audit

We cannot formally conclude the audit and issue an audit certificate for the Police and Crime Commissioner for Merseyside for the
year ended 31 March 2022 in accordance with the requirements of the Local Audit and Accountability Act 2014 and the Code of
Audit Practice until we have completed:

e our work on the Police and Crime Commissioner’s arrangements for securing economy, efficiency and effectiveness in its
use of resources and issued our Auditor’s Annual Report;

e the work necessary to issue our Whole of Government Accounts (WGA) Component Assurance statement for the Police
and Crime Commissioner for the year ended 31 March 2022; and

We are satisfied that this work does not have a material effect on the financial statements for the year ended 31 March 2022.

Use of our report

This report is made solely to the Police and Crime Commissioner, as a body, in accordance with Part 5 of the Local Audit and
Accountability Act 2014 and as set out in paragraph 43 of the Statement of Responsibilities of Auditors and Audited Bodies published
by Public Sector Audit Appointments Limited. Our audit work has been undertaken so that we might state to the Police and Crime
Commissioner those matters we are required to state to the Police and Crime Commissioner in an auditor's report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Police and
Crime Commissioner as a body, for our audit work, for this report, or for the opinions we have formed.

Michael Green, Key Audit Partner
for and on behalf of Grant Thornton UK LLP, Local Auditor

Manchester

16t December 2022
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Statement of Responsibilities for the Statement of Accounts
The Police and Crime Commissioner’s responsibilities

The Police and Crime Commissioner is required to:-

° Make arrangements for the proper administration of its financial affairs and to ensure that one of
its officers (i.e. the Chief Finance Officer) has responsibility for the administration of those affairs;

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

. Approve the Statement of Accounts.

APPROVAL OF STATEMENT OF ACCOUNTS
| approve these Statement of Accounts

Emily Spurrell

Police and Crime Commissioner for Merseyside

16'" December 2022

The Chief Finance Officer’s responsibilities

The Chief Finance Officer is responsible for the preparation of the Statement of Accounts of the Police and
Crime Commissioner (PCC) and the PCC Group in accordance with proper practices as set out in the

CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom (the Code).

In securing the preparation of the Statement of Accounts, the Chief Finance Officer has:-

o Selected suitable accounting policies and then applied them consistently;
o Made judgements and estimates that were reasonable and prudent; and
o Complied with the Code of Practice on Local Authority Accounting where applicable.

The Chief Finance Officer has also:-

. Ensured that proper accounting records have been kept which were up to date; and
. Taken reasonable steps for the prevention and detection of fraud and other irregularities.

| certify that the Statement of Accounts presents a ‘true and fair view’ of the financial position of the PCC and
the Group at the accounting date and of the Income and Expenditure for the year ended 31 March 2022.

el

John Riley CPFA
Chief Finance Officer to the Police and Crime Commissioner for Merseyside
16" December 2022
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The Group Comprehensive Income and Expenditure Statement (CIES)

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

2020/21 202122
Gross Gross

Expenditure Expenditure Expenditure Expenditure

£000 £000 £000 £000 £000 £000
461,616 (54,192) 407,423 |Policing Services 28.1 507,014  (57,074) 449,940
461,616  (54,192) 407,423|Cost of Services 507,014  (57,074)| 449,940
339 (74,160 (73,821)|Other operating expenditure/{income) 8 356 (73,670) (73,314)
109,712 (34) 109,678|Financing and investment expenditure/{income) ] 107,638 (20) 107,618
0| (352,395) (352,395)|Taxation and non specific grant income 10 0| (378,748) (378,74a)
571,667 (480,782) 90,885 | Deficit on Provision of Services 615,008 (209,510) 105,498
o (5,099) (5,099)|Surplus on revaluation of non-current assets 19.1 (n] [31,377) (31,377)
389,072 0 389,072 F'tEme-ESL.IremEHE of the net defined benefit 19.3 (101,741) o| (101741)

liahility

389,072 (3,099) 383,973 |0ther Comprehensive Income and Expenditure (101,741) (31,377) (133,118)
960,739| (485,881) 474,858 |Total Comprehensive Income and Expenditure 513,267 (540,887) (27,620)

The Notes to the Financial Statements form part of the Financial Statements
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The PCC (Single Entity) Comprehensive Income and Expenditure Statement (CIES)

This statement shows the accounting cost in the year of providing services in accordance with generally accepted accounting practices, rather than the amount to
be funded from taxation. The PCC raises taxation to cover expenditure in accordance with regulations; this may be different from the accounting cost. The taxation
position is shown in the Movement in Reserves Statement. The PCC receives all the income and funding for the Group and in turn provides funding to the CC to
undertake day-to-day policing and crime reduction services during the year.

2020/ 21 2021/22

Gross Gross Net - Gross Gross Net
Expenditure Income  Expenditure Z Expenditure Income Expenditure

£000 £000 £000 £000 £000 £000
494,522 (70,756) 423,766 |Policing Services 281 532,658 (77,280) 455,378
494,522 (70,756) 423,766 |Cost of Services 532,658 (77,280) 455,378
4 (74,159) (74,155) |Other operating expenditure/income 2 3 (73,670) (73,6067)
1,575 (34) 1,541 |Financing and investment expenditure/(income) 9 1,886 (20) 1,866
0 (352,395) (352,395) |Taxation and non specific grant income 10 0 (378,746) (378,746)
496,101 | (497,344) (1,243) | Deficit/(Surplus) on Provision of Services 534,547 (529,716) 4,831
0 (5,093) (5,099)|Surplus on revaluation of non-current assets 19.1 0 (31,377) (31,377)
237 0 237 |Remeasurements of the net defined benefit liability | 19.3 (282) 0 (282)
237 (5,099) (4,862)|Other Comprehensive Income and Expenditure (282) (31,377) (31,659)
496,338 | (502,443) (6,105) | Total Comprehensive Income and Expenditure 534,265 (561,093) (26,828)

The Notes to the Financial Statements form part of the Financial Statements
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The Group and the PCC Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the
Group and the PCC. The net assets/ (liabilities) of the Group and the PCC are matched by the reserves held by
the Group and the PCC. Reserves are reported in two categories. The first category of reserves are usable
reserves, i.e. those reserves that may be used to provide services, subject to the need to maintain a prudent
level of reserves and any statutory limitations on their use. The second category of reserves are those that may
not be used to provide services. This category of reserves includes reserves that hold unrealised gains and
losses, where amounts would only become available to provide services if the assets are sold; and reserves
that hold timing differences. Reserves Movements are shown in the Movement in Reserves Statement (MiRS).
The unaudited accounts were issued on 29" July 2022 and the audited accounts were authorised for issue on
16" December 2022.

il

Signed: John Riley, Chief Finance Officer to the Police and Crime Commissioner for Merseyside
PCCasat Group asat PCCasat Group as at
31st March 31st March Note 31st March 31st March
2021 2021 2022 2022
£000 £000 £000 £000
Long-term Assets
349,012 349,012 |Property, plant and equipment 11.2 373,117 373,117
3,796 3,796 |Intangible assets 11.2 10,376 10,376
352,800 352,800 [Total Long-term Assets 383,403 383,403
Current Assets
1,169 1,169 |Assets held for sale 11.2 1,771 1,771
[1] 0 |Short-term investments 12.1 12,915 12,915
942 942 (Inventories 950 950
45,179 45,547 |Short-term debtors 13 49,975 50,094
21,910 21,5910 |Cash and cash equivalents 14 15,125 15,125
69,200 69,568 (Total Current Assets 80,736 80,855
Current Liabilities
(40,439) (50,824} |Short-term creditors 15.1 (47,918} (55,915)
(75,000) (75,000} [Short-term borrowing 12.1 (84,000) (84,000)
(235) (235) |Short-term deferred liabilities 16 (235) (235)
(674} (674} |Long-term borrowing due within one year 15.2 (692) (692)
{3,099) (3,099) [Provisions 17.2 (3,220) (2,220)
{1,018) (1,018} |Grants receipts in advance (820} (820}
(120,465) (130,850) |Total Current Liabilities (136,885) (144,881)
Long-term Liabilities
(940} (940} |Long-term deferred liabilities 16 (705) (705)
(62,410) (62,410} |Long-term borrowing 15.2 (61,713) (61,719)
(1,964)| (5,292,776) Liat.'nil_it';ur relating to defined benefit 29.7 (1,821)| (5,293,981)
pension scheme
(4,754) (4,754) [Mon-current provisions 17.2 (4,798) (4,798)
(70,068)| (5,360,880)|Total Long-term Liabilities (69,041)( (5,361,201)
231,476 | (5,069,353)|Net Assets/(Liabilities) 258,303 | (5,041,735)
Reserves
45,183 45,184 |Usable reserves 18 49 891 49,8590
186,293 | (5,114,537)|[Unusable reserves 19 208,413 | (5,091,624)
231,476 | (5,069,353)|Total Reserves 258,304 | (5,041,734)
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The Group and the PCC Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Group and the PCC during the
reporting period. The statement shows how the Group and the PCC generates and uses cash and cash
equivalents by classifying cash flows as operating, investing and financing activities. The amount of net cash
flows arising from operating activities is a key indicator of the extent to which the operations of the Group and
the PCC are funded by way of taxation and grant income or from the recipients of services provided by the
Group and the PCC. Investing activities represent the extent to which cash outflows have been made for
resources which are intended to contribute to the Group’s and the PCC’s future service delivery. Cash flows
arising from financing activities are useful in predicting claims on future cash flows by providers of capital (i.e.
borrowing) to the Group and the PCC. Whilst all expenditure is paid for by the PCC including the wages of police
staff and officers, the actual recognition in the respective PCC and CC Financial Statements is based on
economic benefit.

PCC Group PCC Group
2020/21  2020/21 202122  2021/22
£000 £000 £000 £000
Cash Flows From Operating Activities
80,110 80,110|Precepts 83,426 83,426
382,984 382.984|Grants 403,238 403,238
45,054 45,054|5ales of goods and rendering of services 51,982 51,982
44 44| Interest received 20 20
508,191 508,191 | Cash inflows generated from operating activities 538,667 538,667
(754)| (205,073)|Cash paid to and on behalf of employees (772} (219,497)
[6,654) (98,621)|Cash paid to suppliers of goods and services (12,779) (98,836)
(212) (212)|Interest paid (189] (189]
0| (195,650)|(0ther payments for operating activities 0| (199,551)
Cash paid to officers, employees and suppliers of goods and
491,935 o services on behalf of the CC FIREEE, o
(499,556)| (499,556)|Cash outflows generated from operating activities (518,073)| (518,073)
B,636 B8,636|Net cash inflow/{outflow) from operating activities 20,593 20,593
Cash Flows From Investing Activities
(36,004] (36,004] Purchase of property, plant and equipment and intangible (24,019] (24,019]
assets
(110,480)| (110,480)(Purchase of short-term investments (198,728)| (198,728)
221 221 |Proceeds from the sale of property plant and equipment 206 206
110,480 110,480|Proceeds from short-term investments 185,813 185,813
663 663 |Other receipts from investing activities 428 428
(35,210) (35,210) | Net inflow/[outflow) from investing activities (36,300) (36,300)
Cash Flows From Financing Activities
151,959 151,959|Cash receipts of short and long-term borrowing 91,476 91 476
(124,735)| (124,735)|Repayments of short and long-term borrowing (82,555) {82,555)
27,224 27,224 Net cash inflow/[outflow) from financing activities 8,921 8,921
650 650(Increasef[Decrease) in cash and cash equivalents (6,785) (6,785)
21,260 21,260(|Cash and Cash Equivalents at 1st April 21,910 21,910
21,910 21,910|Cash and Cash Equivalents at 31st March 15,124 15,124
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The Group Movement in Reserves Statement 2020/21 and 2021/22

This statement shows the movement in the 2020/21 and 2021/22 financial year on the different reserves held by the Group, analysed into ‘usable’ reserves and
‘unusable’ reserves. The ‘deficit on the provision of services’ line shows the true economic cost of providing the Group’s services, more details of which are shown
in the Comprehensive Income and Expenditure Statement (CIES). These are different from the statutory amounts charged to the General Fund Balance for council
tax setting. The ‘net increase or (decrease) before transfers to earmarked reserves’ line shows the statutory General Fund Balance before any discretionary transfers
to or from earmarked reserves are undertaken by the Group. An analysis of the unusable reserves can be found in Note 7.

Capital

General Earmarked Grants Total Usable s Total Group
Note . Unusable
Fund Balance Reserves Unapplied Reserves Reserves
Reserves
Account
£000 £000 £000 £000 £000 £000

Balance as at 1st April 2020 | | 12,204 | 19,337 | 19 | 31,560 | (4,626,056) (4,594,496)
Movement in reserves during 2020/21
Deficit on provision of services on an accounting hasis (20,885) (1] 1] (90,885) 1] (20,885)
Other Comprehensive Income and Expenditure [1] [1] 0 [1] (383,973) (383,973)
Total Comprehensive Income and Expenditure (20,885) (1] (1] (o0,885) (383,973) (474,858)
Adjustments between accounting basis and funding basis under regulations: 6.1 104,508 (o] (o] 104,508 (104 508) ()]
Met increase/f(decrease) before transfers to earmarked reserves 13,622 (1] (1] 13,622 (a88,481) (474,858)
Transfers to and from earmarked reserves | 7 | (12,838) 12,836 0 1] 1] 1]
Balance as at 31st March 2021 | | 12,990 32,174 19 45,183 | (5,114,537)| (5,069,354)
Movement in reserves during 2021,/22
Deficit on provision of services on an accounting basis (105,498) (1] 0 (105,498) li] (105,498)
Other Comprehensive Income and Expenditure [1] 1] 0 [1] 133,118 133,118
Total Comprehensive Income and Expenditure (105,498) (1] (1] (105,498) 133,118 27,620
Adjustments between accounting basis and funding basis under regulations: 6.2 110,206 1] 0 110,206 (110,206) (0)
Met increasef(decrease) before transfers to earmarked reserves 4,707 0 0 4,707 22,012 27,620
Transfers to and from earmarked reserves | 7 | (4,707) 4,707 0 [1] [1] [1]
Balance as at 31st March 2022 | | 12,990 36,881 19 49,889 | (5,001,625)| (5,041,735)
Movement year on year | | 0 | 4,707 | 0| 4,707 | 22,912 | 27,620 |

The Notes to the Financial Statements form part of the Financial Statements
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The PCC Movement in Reserves Statement 2020/21 and 2021/22

This statement shows the movement in the 2019/20 and 2020/21 financial year on the different reserves held by the PCC, analysed into ‘usable’ reserves and
‘unusable’ reserves. The ‘deficit on the provision of services’ line shows the true economic cost of providing the PCC’s services, more details of which are shown in
the PCC’s Comprehensive Income and Expenditure Statement (CIES). These are different from the statutory amounts charged to the General Fund Balance for council
tax setting. The ‘net increase or (decrease) before transfers to earmarked reserves’ line shows the statutory General Fund Balance before any discretionary transfers
to or from earmarked reserves are undertaken by the PCC. An analysis of the unusable reserves for can be found in Note 7.

Capital

General Earmarked Grants Total Total Total Group
MNote Fund . Usable Unusable
Balance Reserves Unapplied R Reserves
Account
£000 £000 £000 £000 £000 £000

Balance as at 1st April 2020 | |  12,205| 19,337 19| 31,561 | 193,810| 225,371
Movement in reserves during 202021
Deficit on provision of services on an accounting basis 1,243 ] ] 1,243 li] 1,243
Other Comprehensive Income and Expenditure (1] (1] (1] 0 4,862 4,862
Total Comprehensive Income and Expenditure 1,243 0 0 1,243 4,862 6,105
Adjustments between accounting basis and funding basis under regulations: 6.3 12,379 0 0 12,379 (12,379) (0]
Met increasef(decrease) before transfers to earmarked reserves 13,622 0 0 13,622 (7,517) 6,105
Transfers to and from earmarked reserves | 7 | IiE,,ESE” 12,836 | 0 | 0 | IOI| (0]
Balance as at 31st March 2021 | | 12900| 32174 19| 4s183| 186203| 231475
Movement in reserves during 2021,/22
Deficit on provision of services on an accounting basis (4,831) Q Q (4,831) 0 (4,831)
Other Comprehensive Income and Expenditure (1] Q Q 0 31,659 31,659
Total Comprehensive Income and Expenditure (4,831) 1] 1] (4,831) 31,659 26,828
Adjustments between accounting basis and funding basis under regulations: 6.4 9,543 0 0 9,543 (9,543) (0}
Met increasef(decrease) before transfers to earmarked reserves 4,707 i i 4,707 22,116 26,827
Transfers to and from earmarked reserves | 7 | [4,TGT}| 4,707 | 0 | 0 | [ﬂl}| 0
Balance as at 31st March 2022 | | 12990 | 36881 19| 49,890 | 208409| 258303

The Notes to the Financial Statements form part of the Financial Statements
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Notes to the Financial Statements

1 ACCOUNTING POLICIES

1.1 General Principles

Accounting policies are the principles applied to show the effect of transactions and events on the financial
statements. The Accounts and Audit (England) Regulations 2015 require the Police and Crime Commissioner
and Chief Constable to prepare an annual Statement of Accounts, and those regulations require them to be
prepared in accordance with proper accounting practices. The financial statements have been prepared in
accordance with The Code of Practice on Local Authority Accounting in the UK 2021/22 (the Code) issued by
the Chartered Institute of Public Finance and Accountancy (CIPFA), which is recognised by statute as
representing proper accounting practice. This Code of Practice is based on International Financial Reporting
Standards (IFRS) and also draws on approved accounting standards issued by the International Public Sector
Accounting Standards Board and the UK Accounting Standards Board where these provide additional
guidance. The Accounts have been prepared on a Going Concern basis.

The accounting convention adopted is historical cost, modified by the revaluation of certain categories of
property, plant and equipment.

Following the passing of the Police Reform and Social Responsibility Act 2011, Merseyside Police Authority
was replaced on 22nd November 2012 with two ‘corporation sole’ bodies, the Police and Crime Commissioner
for Merseyside (PCC) and the Chief Constable of Merseyside Police (CC). Both bodies are required to prepare
separate Statements of Accounts.

The Financial Statements included here represent the accounts for the PCC Group and also the PCC. The
financial statements cover the 12 months to 31 March 2022. The term ‘Group’ is used to indicate
consolidated transactions and policies of the PCC and the CC for the year ended 31 March 2022. The
identification of the PCC as the holding organisation and the requirements to produce Group accounts stems
from the powers and responsibilities of the PCC under the Police Reform and Social Responsibility Act 2011.

The PCC Group and the PCC have adopted consistent accounting policies, which are detailed below in
alphabetical order.

1.2 Accruals of Income and Expenditure

The revenue accounts are maintained on an accruals basis, which means that the sums due to or from the
Group during the year are included, whether or not the cash has actually been received or paid in the year. In
particular:-

. Where income and expenditure has been recognised but cash has not yet been received or paid, a
debtor or creditor for the relevant amount is included in the Balance Sheet;

. Supplies are recorded as expenditure when they are consumed. Supplies received but not yet consumed
are held as inventories in the Balance Sheet;

. Fees, charges and rents due from customers are accounted for as income at the date the relevant goods
or services are provided; and

o Interest payable on borrowings and receivable on investments is accounted for in the year to which it
relates.
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Whilst all expenditure is paid for by the PCC including the wages of police staff and officers, the actual
recognition in the respective PCC and CC Financial Statements is based on economic benefit.

1.3 Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more than
three months from the date of acquisition and that are readily convertible to known amounts of cash with an
insignificant risk of change in value.

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

1.4 Council Tax Income

In accordance with the Code, the Council Tax Income included in the Comprehensive Income and Expenditure
Statement is the accrued income for the financial year. The difference between the income included in the
Comprehensive Income and Expenditure Statement and the amount required by regulation to be credited to
the General Fund is taken to the Collection Fund Adjustment Account and included as a reconciling item in the
Movement in Reserves Statement.

The Group recognises its share of the Council Tax debtor and creditor balances and impairment allowances in
its Balance Sheet. The Group also recognises:-

. a creditor in its Balance Sheet for cash received from the Billing Authority in advance of the Billing
Authority receiving the cash from Council Tax debtors; or

o a debtor in its Balance Sheet for its attributable share of net cash collected from Council Tax debtors
by the Billing Authority but not paid over to it at the Balance Sheet date.

1.5 Employee Benefits
Benefits Payable During Employment

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

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Group to terminate an employee’s
employment before the normal retirement date or an employee’s decision to accept voluntary redundancy.
They are charged on an accruals basis to the appropriate service line in the Comprehensive Income and
Expenditure Statement at the earlier of when the authority can no longer withdraw the offer of those
benefits or when the authority recognises costs for a restructuring.
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Where termination benefits involve the enhancement of pensions, statutory provisions require the General
Fund balance to be charged with the amount payable to the pension fund or pensioner in the year, not the
amount calculated according to the relevant accounting standards. In the Movement in Reserves Statement,
appropriations are required to and from the Pensions Reserve to remove the notional debits and credits for
pension enhancement termination benefits and replace them with debits for the cash paid to the pension
fund and pensioners and any such amounts payable but unpaid at the year-end.

Post-Employment Benefits (Pensions)

As part of the terms and conditions of employment the Group offers retirement benefits for Police Officers
and Police Staff. The schemes provide members with defined benefits related to pay and service as follows:-

Police Officers

The original Police Pension Scheme (PPS) is governed by the Police Pensions Regulation 1987 (as amended)
and related regulations that are made under the Police Pensions Act 1976. The new Police Pension Scheme
(NPPS) is also governed by the Police Pensions Act 1976 (as amended by the Police Pension Regulations 2006).

The 1987, 2006 and 2015 Police Pension Schemes (PPS) for police officers are unfunded schemes, which means
that there are no investment assets built up to meet the pensions liabilities, and cash has to be generated to
meet the actual payments as they fall due. The Group is required by legislation to operate a Pension Fund with
the amounts that must be paid into or out of the Pension Fund being specified by regulation. The former Police
Authority set up a Pension Fund on 1°t April 2006 from which pensions payments are made and into which
contributions from the PCC and employees are received. The PCC then receives a top-up grant from the
Government equal to the sum by which the amount payable for pensions from the Pension Fund exceeds the
amount receivable from the PCC into the Pension Fund. The Pension Fund is shown separately in the Accounts.

Police Staff

Police staff, subject to certain qualifying criteria, are eligible to join the Local Government Superannuation
Scheme, which is a funded defined benefit scheme. Pensions and other retirement benefits are paid from the
fund and employers and employees make regular contributions into the fund so that the liabilities are paid for
evenly over the employment period. Actuarial valuations of the fund are undertaken every three years to
determine the contribution rates needed to meet its liabilities, the last valuation having been at 31% March
2019. The Governance arrangements for the Merseyside Pension Fund (MPF) are contained within the MPF
Governance Policy, which has been prepared in accordance with the requirements of the provisions of the
Local Government Pension Scheme (England and Wales) (Amendment no. 2) Regulations 2005 and is available
on the MPF website.

The above schemes provide defined benefits to members (retirement lump sums and pensions), earned during
employee’s periods of employment. The schemes are accounted for in accordance with International
Accounting Standard (IAS) 19 "Employee Benefits" which is based on the principle that an organisation should
account for retirement benefits when it is committed to give them, even though this may be many years in the
future and will not be payable until employees retire.

Adoption of IAS 19 requires a pension asset or liability to be recognised in the Balance Sheet, made up of the
net position of retirement liabilities and pension scheme assets.

The liabilities of the Merseyside Pension Fund attributable to the PCC and Group are included in the Balance
Sheet on an actuarial basis using the projected unit method, i.e. an assessment of the future payments that
will be made in relation to retirement benefits earned to date by employees, based on assumptions about
mortality rates, employee turnover rates, etc., and estimates of projected earnings for current employees.
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Pension scheme assets (LGPS only) attributable to the PCC are included at their fair value. Plan assets of the
Police Pension Scheme include employer and employee’s contributions with an associated experience
adjustment in the form of a remeasurement to bring net assets to zero at year-end. The PCC currently has a
net pensions liability and this is matched on the Balance Sheet by a Pensions Reserve.

The change in net pensions liability during the year is analysed into several components:-

. Current Service Cost - the increase in liabilities as a result of service earned by employees in the current
year. This is charged to cost of services within the Comprehensive Income and Expenditure Statement.

. Past Service Cost - the increase in liabilities arising from current year decisions, the effect of which
relate to service in earlier years. This is charged to non-distributed costs in the Comprehensive Income
and Expenditure Statement in the period when an entity amends a benefit plan.

o Net Pensions Interest Cost - replacing the interest cost and the expected return on assets (previously
disclosed separately). The net interest expense or income on the net pension liability or asset
represents the financing cost or income of deferring payment or pre paying employee services. It is
calculated by multiplying the net pension liability or the net pension asset by the discount rate used to
measure the pension liability. If the interest on the pension liability exceeds the interest on the plan
assets, it will be net interest expense. If the interest on the plan assets exceeds the interest on the
pension liability, it will be net interest income. Net interest income or expense will be presented in
financing and investment income and expenditure.

o Remeasurements - these are changes in the net pension liabilities that arise because events have not
coincided with assumptions made at the last actuarial valuation or because actuaries have updated
their assumptions. Remeasurements are made up of actuarial gains and losses on the defined benefit
obligation, differences between actual investment returns and the return implied by the net interest
cost, and the effect of the asset ceiling. Remeasurements are recognised in the Balance Sheet
immediately, with a corresponding charge or credit to the Comprehensive Income and Expenditure
Statement in the period in which they occur.

o Administration Costs and other Expenses - administration costs are directly related to the
management of plan assets and any tax payable by the plan itself, other than tax included in the
actuarial assumptions used to measure the defined benefit obligation, are recognised as a reduction
in the return on plan assets and recorded in other comprehensive income and expenditure. Other
administration costs must not be deducted from the return on plan assets and are recognised in
surplus or deficit on the provision of services.

Statutory provisions require that the amount charged to the General Fund Balance is the amount paid by the
Group to pension funds rather than that calculated under IAS 19. This means that an appropriation to or from
the Pensions Reserve is necessary within the Movement in Reserves Statement to replace the notional sums
for retirement benefits with the actual pensions costs.

Long Term Employee Benefits

Long term employee benefits are paid for officers retiring on ill health grounds, and are termed as long term
disability benefits paid out under the regulations contained in the Police (Injury Benefit) Regulations 2006.
These injury awards are charged to the surplus / deficit on provision of services, with actuarial gains and losses
being recognised in other comprehensive income and expenditure.

Under Chapter 6.2 of the Code, long-term disability benefits are usually accounted for as ‘other long-term
benefits’ because they are not seen to be subject to the same degree of uncertainty as the measurement of
post-employment benefits. However, International Public Sector Accounting Standard 25 (IPSAS25) allows this
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presumption to be rebutted where the PCC believes that there is significant volatility and/or materiality in the
level of long-term disability payments. Where the PCC rebuts the presumption the Code allows long-term
disability payments to be treated in the same way as defined benefit post-employment benefits. Due to the
materiality and significant volatility in the payment of injury pensions the PCC rebuts the presumption above,
and has accounted for those payments in the same way as other defined benefit post-employment benefits.

1.6 Events After the Balance Sheet Date

Events after the reporting period are those events, both favourable and unfavourable, that occur between the
end of the reporting period and the date when the Statement of Accounts is authorised for issue. Two types
of events can be identified:-

. Those that provide evidence of conditions that existed at the end of the reporting period — the
Statement of Accounts is adjusted to reflect such events; and

. Those that are indicative of conditions that arose after the reporting period — the Statement of
Accounts is not adjusted to reflect such events, but where a category of events would have a material
effect disclosure is made in the notes of the nature of the events and their estimated financial effect.

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

1.7 Exceptional Items

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

1.8 Financial Assets and Liabilities

All financial instruments are included in the Balance Sheet at amortised cost. For borrowings this means that
the amount presented in the Balance Sheet is the outstanding principal repayment, and the interest charged
to the Comprehensive Income and Expenditure Statement is the amount payable in the year. Likewise
investments are included in the Balance Sheet as the outstanding principal receivable, and the interest
credited to the Comprehensive Income and Expenditure Statement is the amount receivable in the year.

1.9 Government Grants and Contributions

Whether paid on account, by instalments or in arrears, government grants and third party contributions and
donations are recognised as due to the Group when there is reasonable assurance that:-

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

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

Monies advanced as grants and contributions for which conditions have not been satisfied are carried in the
Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the relevant
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service line (attributable revenue grants/contributions) or Taxation and Non-Specific Grant Income (non-ring-
fenced revenue grants and all capital grants) in the Comprehensive Income and Expenditure Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are
reversed out of the General Fund Balance in the Movement in Reserves Statement. Where the grant has yet
to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied Account. Where it has
been applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants Unapplied
Account are transferred to the Capital Adjustment Account once they have been applied to fund capital
expenditure.

1.10 Group Accounts

Following the Police Reform and Social Responsibility Act 2011 (PRSR Act), Merseyside Police Authority was
replaced on 22" November 2012 with two ‘corporation sole’ bodies — the Police and Crime Commissioner for
Merseyside (PCC) and the Chief Constable of Merseyside Police (CC). The identification of the PCC as the
holding organisation and the requirements to produce Group accounts stems from the powers and
responsibilities of the PCC under the Police Reform and Social Responsibility Act 2011.

The transactions and balances of the PCC and the CC have been consolidated into the Group Accounts using
the line-by-line method.

1.11 Intangible Assets

Intangible assets are identifiable non-monetary assets without physical substance. They are recognised only
when they are controlled by the Group as a result of past events (e.g. software licences), and where it is
probable that future economic or service benefits will flow from the intangible asset to the Group and where
the cost of the asset can be measured reliably.

Intangible assets are recognised initially at cost, comprising all directly attributable costs needed to produce
and prepare the asset to the point that it is capable of operating in the manner intended by management.
Thereafter, intangible assets are valued at depreciated historical cost as a proxy for fair value.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes, amortisation,
impairment losses and disposal gains and losses are not permitted to have an impact on the General Fund
Balance. The gains and losses are therefore reversed out of the General Fund Balance in the Movement in
Reserves Statement and posted to the Capital Adjustment Account and (for any sale proceeds greater than
£10,000) the Capital Receipts Reserve.

Expenditure on purchasing computer software has been capitalised as an intangible asset. Amortisation is

charged to the Comprehensive Income and Expenditure Statement on a straight-line basis (usually over four
years).

1.12 Interest Charges

External interest charges are paid on the inherited debt brought forward at 15t April 1986. This is administered
by Wirral Metropolitan Borough Council and is being repaid on a straight-line basis in compliance with the
Debt Redemption Order 1986.

1.13 Interest Receivable

During the year interest receivable on surplus cash is credited to revenue.
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1.14 Inventories

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

1.15 Jointly Controlled Operations

Jointly controlled operations are joint arrangements in which the Group and other venturers have joint control
of the operation. Joint control exists when the decisions about the relevant activities require the unanimous
consent of the parties sharing control. The activities undertaken by the Group in conjunction with other
venturers involve the use of the assets and resources of the venturers rather than the establishment of a
separate entity. The parties that have joint control of the arrangement have rights to the assets, and
obligations for the liabilities, relating to the arrangement.

The Comprehensive Income and Expenditure Statement is debited with the Group’s share of expenditure

incurred and credited with the Group’s share of income earned from the activity of the operation. If material,
the Group recognises on its Balance Sheet its share of the assets that it controls and the liabilities that it incurs.

1.16 Leases

Leases are classified as finance leases when substantially all the risks and rewards of ownership are transferred
to the lessee. All other leases are classified as operating leases.

Property, Plant and Equipment held under finance leases are initially recognised at the inception of the lease
at fair value or, if lower, present value of the minimum lease payments, with a matching liability for the lease

obligation to the lessor.

Finance lease payments are apportioned between:-

. A charge for the acquisition of the interest in the property applied to the writing down of the lease
liability; and
. A finance charge debited to the Comprehensive Income and Expenditure Statement.

Where leases are classified as operating leases, the annual rentals are charged to revenue. The value of
assets and related liability for future rental are not shown in the Balance Sheet.

1.17 Pension Top Up Grant

The police pension schemes are unfunded and have no investment assets. Benefits payable are funded by
contributions from officers and the PCC. Any difference between benefits payable and contributions
receivable is funded by an additional contribution from the PCC which is financed by a top-up grant from the
Home Office. The top-up grant income is calculated on an accruals basis and is credited to the PCC and Group
Comprehensive Income and Expenditure Statement.

1.18 PCC Funding of the Chief Constable’s Expenditure

As the Chief Constable has no resources with which to fulfil their devolved responsibilities to provide a policing
service, the expenditure is funded by the PCC. The PCC’s funding of the CC’s expenditure takes the form of
‘intragroup funding’ and is shown as income in the CC’s CIES and expenditure in the PCC’s CIES. The intragroup
transactions are accounted for on an accruals basis and are eliminated on consolidation in the Group financial
statements. There is no actual transfer of cash involved in this transaction as all the resources belong to the
PCC.
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1.19 Police Property Act Fund

The Group maintains a Police Property Act Fund, which is shown in the earmarked reserves (Note 7). The
requirement to maintain a Police Property Act Fund was laid down in the Police (Property) Act, 1897 and
governed by subsequent regulations issued in 1898 and 1975. The monies in the Police Property Act Fund are
generated by the disposal of property, which remains in police possession, in connection with their
investigations into a suspected offence, and the owner cannot be ascertained (and no order of a competent
court has been made regarding such property) or the disposal of property of offenders in certain cases, which
have been confiscated.

Under the terms of the Police (Disposal of Property) Regulations 1975, 7(c) the Group is able to dispose of
funds, to make payments of such amounts as the PCC may determine for such charitable purposes as they
may select, and also to meet the expenses incurred in the conveyance, storage, safe custody and sale of the
property.

1.20 Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors

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

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

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

1.21 Property, Plant and Equipment

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

Recognition

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

Measurement and Valuation
Assets are initially measured at cost, comprising:-
. The purchase price; and

. Any costs attributable to bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management.
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Donated assets are measured initially at fair value. The difference between fair value and any consideration
paid is credited to the Taxation and Non Specific Grant Income and Expenditure line of the Comprehensive
Income and Expenditure Statement, unless the donation has been made conditionally. Until conditions are
satisfied, the gain is held in the Donated assets Account. Where gains are credited to the Comprehensive
Income and Expenditure Statement, they are reversed out of the General Fund Balance to the Capital
Adjustment Account.

Assets are then carried in the Balance Sheet using the following measurement bases:-

. Assets under construction - historical cost;

. Land and buildings - current value, determined as the amount that would be paid for the asset in its
existing use (Existing Use Value — EUV);

o Depreciated Replacement Cost (DRC) - Where there is no market-based evidence of the current

value of land and buildings because of their specialist nature, Depreciated Replacement Cost (DRC) is
used as an estimate of current value;

o Other non-property assets - such as vehicles and IT hardware have short useful lives or low values
(or both), and depreciated historical cost basis is used as a proxy for current value; and
o Surplus assets - the current value measurement base is fair value, estimated at highest and best use

from a market participant’s perspective.

Assets included in the Balance Sheet at current value are revalued sufficiently regularly to ensure that their
carrying amount is not materially different from their current value at the year-end, but as a minimum every
five years. Increases in valuations are matched by credits to the Revaluation Reserve to recognise unrealised
gains. (Exceptionally, gains might be credited to the Comprehensive Income and Expenditure Statement
where they arise from the reversal of a loss previously charged to a service).

Where decreases in value are identified, they are accounted for as follows:-

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

. Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount

of the asset is written down against the relevant service line(s) in the Comprehensive Income and
Expenditure Statement.

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

Material borrowing costs that are directly attributable to the construction of a long-term asset are capitalised,
were they are not material the costs are charged to the Comprehensive Income and Expenditure Statement
in the year to which they relate.

Subsequent Expenditure

Where subsequent expenditure enhances an asset beyond its original specification, the directly attributable
cost is added to the assets carrying value. Where subsequent expenditure is simply restoring the asset to the
specification assumed by its economic useful life then the expenditure is charged to the Comprehensive
Income and Expenditure Statement. Where a component of an asset is replaced, the cost of the replacement
is capitalised if it meets the criteria for recognition above. The carrying amount of the part replaced is de-
recognised.
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Impairment

Assets are assessed at each year-end as to whether there is any indication that an asset may be impaired.
Where indications exist and any possible differences are estimated to be material, the recoverable amount of
the asset is estimated and, where this is less than the carrying amount of the asset, an impairment loss is
recognised for the shortfall.

Where impairment losses are identified, they are accounted for as follows:-

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

. Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount

of the asset is written down against the relevant service line(s) in the Comprehensive Income and
Expenditure Statement.

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

Componentisation

The Group identifies any properties where it is considered that componentisation is appropriate and
provides separate valuation of such components. Componentisation will only be applied routinely to new
buildings or refurbishments completed after 1 April 2010 onwards and will not apply to historical assets
that have not been refurbished.

Specifically componentisation is considered for properties which have been the subject of significant
refurbishment or improvement during the year. In this context significant expenditure is defined as ‘greater
than 25% of the total cost of the asset and greater than £100,000".

Depreciation

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

Depreciation is calculated on the following bases:

. Buildings - straight-line allocation over the useful life of the property as estimated by the valuer; and
. Vehicles, plant and equipment - straight-line allocation over the estimated useful life of the asset.

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.

Disposals and Non-Current Assets Held for Sale

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

Assets that are to be abandoned or scrapped are not reclassified as assets held for sale.

When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance Sheet
(whether property, plant and equipment or assets held for sale) is written off to the other operating
expenditure line in the Comprehensive Income and Expenditure Statement as part of the gain or loss on
disposal. Receipts from disposals (if any) are credited to the same line in the Comprehensive Income and
Expenditure Statement also as part of the gain or loss on disposal (i.e. netted off against the carrying value of
the asset at the time of disposal). Any revaluation gains accumulated for the asset in the Revaluation Reserve
are transferred to the Capital Adjustment Account.

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

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

Charges to Revenue for Property, Plant and Equipment

The Comprehensive Income and Expenditure Statement is debited with the following amounts to record the
real costs of holding property, plant and equipment during the year:-

o Depreciation attributable to the assets used;

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

. Amortisation of intangible assets attributable to the service.

The PCC charges the CC for operational assets consumed in the year. The annual depreciation charge,
impairments and upward and downward valuations chargeable to the PCC’s Comprehensive Income and
Expenditure Statement are considered to be a reasonable proxy as the basis of the charge. The following
charges have been made:-

The Group is not required to raise council tax to cover depreciation, revaluation and impairment losses or
amortisations. However it is required to make an annual provision from revenue to contribute towards the
reduction in its overall borrowing requirement (Minimum Revenue Provision). Depreciation, impairment
losses and amortisations are therefore replaced by the revenue provision in the Movement in Reserves
Statement, by way of an adjusting transaction within the Capital Adjustment Account for the difference
between the two.

The Group is also charged with the principal element of transferred debt taken over from the former
Merseyside County Council, and managed by Wirral Metropolitan Borough Council on its behalf. This charge
is included as another adjusting transaction between the General Fund Balance and the Capital Adjustment
Account.
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1.22 Provisions, Contingent Liabilities and Contingent Assets

Provisions

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

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

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

Full details of provisions can be found at Note 17 to the Balance Sheet.

Contingent Liabilities

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

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

Contingent Assets

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the Group. The Group does not recognise a contingent asset in the financial statements but discloses as a note
to the accounts where an inflow of economic benefits or service potential is probable.

1.23 Redemption of Debt

Under the Local Government Act 1985, outstanding loan debt relating to police services was transferred to
the Merseyside Police Authority on 1% April 1986. This debt is administered by Wirral Metropolitan Borough
Council (WMBC). Loan charges are reimbursed by the PCC to WMBC.

Loan debt incurred from 1% April 1986 is directly administered by the Group.

1.24 Reserves and the General Fund Balance

The Group sets aside specific amounts as reserves for future policy purposes (earmarked reserves) or to cover
general contingencies (The General Fund Balance). The earmarked reserves maintained by the Group are
shown at Note 7. Other reserves are held to manage the accounting processes for property, plant and
equipment and retirement benefits and are explained elsewhere in the statement of accounting policies and
notes to the core financial statements.
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1.25 VAT

Income and expenditure excludes any amounts related to VAT, as all VAT collected is payable to HM Revenue
and Customs and all VAT paid is recoverable from them.
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2 ACCOUNTING STANDARDS ISSUED, NOT ADOPTED

The following sets out amendments to accounting standards or new accounting standards that have been
issued on or before 1% January 2022 but will not be adopted by the Code until 2022/23.

2.1 Annual Improvements to IFRS Standards 2018-2020. The annual IFRS improvement
programme notes 4 changed standards:

- IFRS 1 (First-time adoption) — amendment relates to foreign operations of acquired subsidiaries
transitioning to IFRS

- 1AS 37 (Onerous contracts) — clarifies the intention of the standard

- IFRS 16 (Leases) — amendment removes a misleading example that is not referenced in the Code
material

- 1AS 41 (Agriculture) — one of a small number of IFRSs that are only expected to apply to local authorities
in limited circumstances.

None of the matters covered in the annual improvements are dealt with in detail in the 2022/23 Code. During
the consultation process on the 2022/23 Code CIPFA/LASAAC does not envisage them having a significant

effect on local authority financial statements.

The impact of the amendments to these standards has been considered and it is not expected to have a
significant impact on the accounts of the Group.

2.2 Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16.)

The effect of the changes will be assessed and where necessary, the comparative figures restated.
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3 CRITICALJUDGEMENTS IN APPLYING ACCOUNTING POLICIES

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

The critical judgements made in the Statement of Accounts are:

Comprehensive Income

and Expenditure
Statement (CIES)

Recognised
in PCC CIES

Recognised
in CC CIES

Judgement

Income

YES

YES

The Financial Management Code of Practice (FMCP) for the Police
Service, issued by the Secretary of State, makes it clear that the PCC
is the recipient of funding relating to policing and crime reduction,
including government grants and precepts and other sources of
income. This is supported in the PCC’'s Scheme of Corporate
Governance which states that ‘all funding to the Chief Constable
must come via the Commissioner’. Therefore the PCC recognises all
income receivable in its single entity financial statements and in turn
provides funding to the CC to undertake day-to-day policing and
crime reduction services during the year.

Expenditure — employee
costs of police officers

NO

YES

In recognising employee costs the PCC has considered the
requirements of 1AS19. This does not use control of risks and
rewards in determining recognition but rather considers which body
is responsible for incurring employee expenditure. In making this
judgement however, the underlying substance of who the
employment is incurred for has been considered and not just the
legal form. Police Officers are employees of the Crown and they
represent the most significant cost of operational policing which the
CCis solely responsible for. The full IAS19 costs of police officers are
therefore reflected in the CC’s financial statements.

Expenditure — employee
costs of civilian staff

YES (for staff
in Office of
PCC)

YES (for all
other staff)

The majority of police civilian staff are employed by the CC. These
staff are considered to be employed to support the operational
policing role of the CC and this expenditure is recorded in the CC’s
financial statements. The employee costs reported in the financial
statements of the PCC relate to staff employed in the Office of the
PCC who support the strategic role of the PCC.

Other Direct Expenditure

YES (for costs
relating to
the Office of
PCC)

YES (for all
other direct
costs)

The majority of other direct expenditure is employee driven (e.g.
rent, rates, building maintenance, power, light, heat, telephones,
transport, etc.). The costs are recognised in the financial statements
of the entity which recognises the employee’s costs.
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Recognised Recognised

Balance Sheet (BS) in PCC BS in PCC BS

Judgement

The PCC holds all cash balances, loans and investments. The CC does
YES NO not hold a bank account and no cash transactions take place
between the two bodies.

The PCC has legal title to long term assets, the power to determine
whether the assets are sold and receives all the sales proceeds. The
PCC controls the services provided through the long term assets,
who they are provided to, and controls the residual value at the end
of the contractual arrangement. It is therefore considered that the
PCC will receive the future benefits from the assets. The PCC charges
the CC a fair value for the assets which reflects depreciation and
impairment/revaluation losses chargeable to the CIES.

The majority of current assets are recognised on the PCC’s balance
sheet. Inventories are recognised on the PCC’s Balance Sheet as the
PCC controls the services provided through the assets. The majority
of debtors are recognised on the PCC’s as the PCC is the recipient of
all funding and is therefore considered to receive the future
benefits. Cash and cash equivalents and short-term investments are
recognised on the PCC’s balance sheet as the PCC is in receipt of all
income and funding and makes all payments. The CC does not hold
a bank account and no cash transactions take place between the two
bodies.

Interest
payable/receivable

Property Plant and
Equipment (including YES NO
assets held for sale)

Current Assets YES YES *

The majority of the current liabilities are recognised on the PCC’s
balance sheet. The PCC has responsibility for managing financial
relationships with third parties and has legal responsibility for
discharging the contractual terms and conditions of suppliers. The
deferred liabilities relate to inherited debt which is a liability of the
Current Liabilities YES YES * PCC. Provisions relating to insurance risks are recognised in full on
the PCC’s Balance Sheet. Whilst the PCC and the CC are jointly
responsible for approving risk management and strategy, the PCC is
ultimately responsible for financial liabilities affecting the Police
Fund. Provisions relating to officers and staff under the direction
and control of the CC are recognised on the CC’s Balance Sheet.

The PCC and CC each recognise pension liabilities relating to staff
under their direction and control. The treatment of other long term

Long-term liabilities YES VES* liabilities and provisions is consistent with the treatment of current
liabilities outlined above.
The PCC has the responsibility of deciding upon the level of general
balances and earmarked reserves. The CC must present a business
Usable Reserves YES NO

case to the PCC for one-off expenditure items to be funded from
earmarked reserves and/or general balances.

The PCC and CC each recognise the pensions reserve and
accumulated absences account balances relating to staff under their
Unusable Reserves YES YES * direction and control. The remaining unusable reserves are held in
relation to property, plant and equipment and are therefore
recorded on the balance sheet of the PCC.

* Balances reported on the CC’s balance sheet relate to assets/liabilities/reserves arising from officers/staff
under the direction and control of the CC.
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4 ASSUMPTIONS MADE ABOUT THE FUTURE AND OTHER MAJOR SOURCES

OF ESTIMATION UNCERTAINTY

Uncertainty Effect If Actual Results Differ from Assumptions

Pensions Liability

The pension liability is recognised on the CC and PCC Balance Sheet.
Estimation of the net liability to pay pensions depends on a number
of complex judgements relating to the discount rate used, the rate
at which salaries are projected to increase, changes in retirement
ages, mortality and expected returns on pension fund assets. The
Group uses an independent firm of actuaries to assess the Local
Government Pension Scheme assets and liabilities and the
Government Actuary’s Department to assess the Police Scheme
liabilities.

The pensions’ liability and the reserve will vary significantly should
any of the assumptions prove to be inaccurate. For instance, a 0.1%
increase in the discount rate would decrease the pension liability by
£111m, or a one year increase in the life expectancy would increase
the pension liability by £201m. The effects on the net pensions
liability of changes in individual assumptions are detailed in the
actuarial assumptions (Note 29.9). The Group recognises the cost of
retirement benefits in the cost of services when the benefits are
eventually paid as pensions. However, the charge required to be
made against the precept is based on the cash payable in the year,
so the real cost of retirement benefits is reversed out in the
Movement in Reserves Statement. Any revisions to the estimation of
the net liability to pay pensions would not impact upon the Revenue
Account of the Group.

Valuations of Operational Properties

Land and building assets are held on the PCC and the Group Balance
Sheet. In the 2021/22 financial year 25.1% of properties (by value)
have been subject to a full valuation and 72.9% have been subject to
a desktop valuation. The remaining 2.0% has not been valued for
practical or strategic reasons.

Revaluations of properties are carried out with sufficient regularity
to ensure that the carrying values are not materially different from
those that would be determined at the end of the reporting period.
Current values in existing use are determined as follows:

e Land and non-specialised buildings - current value,
determined as the amount that would be paid for the
asset in its existing use

e  Specialised Buildings - Depreciated Replacement Cost
(DRC)

e  Surplus assets - the current value measurement base is
fair value, estimated at highest and best use from a
market participant’s perspective.

The Commissioner seeks professional advice from its valuer
annually to determine the value of its land and buildings. The
values in the valuer’s reports have been used to inform the
measurement of property assets at valuation in these financial
statements. The valuer exercises his professional judgement in
providing the valuation and it remains the best information
available to the Commissioner. Intrinsic in these valuations are
assumptions regarding obsolescence and rebuild rates which could
change and have a material impact on the valuation.

The valuations of land and buildings (full valuations and desktop
valuations) are made using assumptions and estimation techniques.
Should the actual results differ from the estimates results the
balance sheet values of Property, Plant and Equipment will increase
or decrease accordingly.

The net book value at 31st March 2022 of the Commissioner’s
properties valued by professional valuers and reflected in these
financial statements is £352.6m.

It is estimated that the carrying value of property, plant and
equipment would increase or decrease by £3.53m for every 1%
increase or decrease in valuation.
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5 EVENTS AFTER THE REPORTING PERIOD

The Statement of Accounts was authorised for issue by John Riley, Chief Finance Officer to The Police & Crime
Commissioner for Merseyside on 16" December 2022.

Events taking place after this date are not reflected in the financial statements or notes.

Where events have taken place on or before 16" December 2022 which provided information about conditions
existing at 315" March 2022, the figures in the financial statements have been adjusted in all material respects
to reflect the impact of this information.

The Statement of Accounts is not adjusted for events that have taken place between 15t April 2022 and 16
December 2022 which are indicative of conditions that arose after the reporting period.

6 ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING BASIS
UNDER REGULATIONS

This note reflects the adjustments that are made to the total comprehensive income and expenditure
recognised by the Group in the year in accordance with proper accounting practice to arrive at the resources
that are specified by statutory provisions as being available to the Group to meet future capital and revenue
expenditure. The following sets out a description of the reserves that the adjustments are made against.

General Fund Balance

The General Fund is the statutory fund into which all the receipts of the Group are required to be paid and out
of which all the liabilities of the Group are required to be met, except to the extent that statutory rules might
provide otherwise. These rules can also specify the financial year in which liabilities and payments should
impact on the General Fund Balance, which is not necessarily in accordance with proper accounting practice.
The General Fund Balance therefore summarises the resources that the Group is statutorily empowered to
spend on its services or capital investment at the end of the financial year.

Earmarked Reserves

Earmarked reserves are the amounts set aside from the General Fund Balance to provide financing for future
expenditure plans.

Capital Receipts Reserve

The capital receipts reserve holds the proceeds from the disposal of long-term assets which are restricted by
statute from being used other than to fund new capital expenditure or to be set aside to finance historical
capital expenditure. A balance on the reserve shows the resources that have yet to be applied for these
purposes at the year end.

The Capital Grants Unapplied Account (Reserve)

The capital grants unapplied account (reserve) holds the grants and contributions received towards capital
projects for which the Group has met the conditions that would otherwise require repayment of the monies
but which have yet to be applied to meet expenditure. The balance is restricted by grant terms as to the
capital expenditure against which it can be applied and/or the financial year in which this can take place.
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6.1 Group Adjustments between Accounting Basis and Funding Basis 2020/21

General Capital
Fund Receipts

Balance Reserve

Adjustments to the Revenue Resources

Amounts by which income and expenditure included in the Comprehensive Income and

Expenditure Statement are different from revenue for the year calculated in accordance with

statutory requirements:

Reversal of entries included in the Surplus or Deficit on the Provision of Services in relation to 19.2 16.564 0
capital expenditure (these items are charged to the Capital Adjustment Account) !

Capital Grants and Contributions and Revaluation losses 19.2 (1,061) 0
Pensions costs (transferred to or from the Pensions Reserve) 19.3 87,258 0
Council tax (transfers to or from Collection Fund) 19.5 2,608 0
Holiday Pay (transferred to the Accumulated Absences Reserve) 19.6 4,983 0
Total Adjustments to Revenue Resources 110,352 1]
Adjustments between capital and revenue resources

Transfer of non-current asset sale proceeds from revenue to the Capital Receipts Reserve 19.2 (77) 219
Amounts from reserves used to fund Capital Expenditure 19.2 (828) 0
Statutory provision for the repayment of debt (transfer from the Capital Adjustment Account) 19.2 (3,335) 0
Capital expenditure financed from revenue balances (transfer to the Capital Adjustment 19.2 (1,604) 0
Total Adjustments between Revenue and Capital Resources (5,844) 219
Adjustments to capital resources

Use of the Capital Receipts Reserve to finance capital expenditure 19.2 0 (219)
Total Adjustments between Revenue and Capital Resources 0| (1,505)
Total Adjustments 104,508 | 1]
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6.2 Group Adjustments between Accounting Basis and Funding Basis 2021/22

General Capital
Fund Receipts

Balance Reserve

Adjustments to the Revenue Resources

Amounts by which income and expenditure included in the Comprehensive Income and

Expenditure Statement are different from revenue for the year calculated in accordance with

statutory requirements:

Reversal of entries included in the Surplus or Deficit on the Provision of Services in relation to 19.2 20.206 0
capital expenditure (these items are charged to the Capital Adjustment Account) !

Capital Grants and Contributions and Revaluation losses 19.2 (861) 0
Pensions costs (transferred to or from the Pensions Reserve) 19.3 102,946 0
Council tax (transfers to or from Collection Fund) 19.5 (1,906) 0
Holiday Pay (transferred to the Accumulated Absences Reserve) 19.6 (2,144) 0
Total Adjustments to Revenue Resources 118,242 1]
Adjustments between capital and revenue resources

Transfer of non-current asset sale proceeds from revenue to the Capital Receipts Reserve 19.2 101 206
Amounts from reserves used to fund Capital Expenditure 19.2 (2,212) 0
Statutory provision for the repayment of debt (transfer from the Capital Adjustment Account) 19.2 (4,675) 0
Capital expenditure financed from revenue balances (transfer to the Capital Adjustment 19.2 (1,249) 0
Total Adjustments between Revenue and Capital Resources (8,036) 206
Adjustments to capital resources

Use of the Capital Receipts Reserve to finance capital expenditure 19.2 0 (206)
Total Adjustments between Revenue and Capital Resources (1] (206)
Total Adjustments 110,206 | (1]
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6.3 PCC Adjustments between Accounting Basis and Funding Basis 2020/21

General Capital
Fund Receipts

Balance Reserve

Adjustments to the Revenue Resources

Amounts by which income and expenditure included in the Comprehensive Income and

Expenditure Statement are different from revenue for the year calculated in accordance with

statutory requirements:

Reversal of entries included in the Surplus or Deficit on the Provision of Services in relation to 19.2 16564 0

capital expenditure (these items are charged to the Capital Adjustment Account) !

Capital Grants and Contributions and Revaluation losses 19.2 (1,061) 0

Pensions costs (transferred to or from the Pensions Reserve) 19.3 112 0

Council tax (transfers to or from Collection Fund) 19.5 2,608 0

Total Adjustments to Revenue Resouces 18,223 (1]

Adjustments between capital and revenue resources

Transfer of non-current asset sale proceeds from revenue to the Capital Receipts Reserve 19.2 (77) 219

Amounts from reserves used to fund Capital Expenditure 19.2 (828) 0

Statutory provision for the repayment of debt (transfer from the Capital Adjustment Account) 19.2 (3,335) 0

Capital expenditure financed from revenue balances (transfer to the Capital Adjustment 19.2 (1,604) 0

Total Adjustments between Revenue and Capital Resources (5,844) 219

Adjustments to capital resources

Use of the Capital Receipts Reserve to finance capital expenditure 19.2 0 (219)
Total Adjustments between Revenue and Capital Resources 0 (219)
Total Adjustments 12,379 | 1]
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6.4 PCC Adjustments between Accounting Basis and Funding Basis 2021/22

General Capital
Fund Receipts

Balance  Reserve

Adjustments to the Revenue Resources

Amounts by which income and expenditure included in the Comprehensive Income and

Expenditure Statement are different from revenue for the year calculated in accordance with

statutory requirements:

Reversal of entries included in the Surplus or Deficit on the Provision of Services in

relation to capital expenditure (these items are charged to the Capital Adjustment 19.2 20,206 1]
Account)

Capital Grants and Contributions and Revaluation losses 19.2 (861) 0
Pensions costs (transferred to or from the Pensions Reserve) 19.3 139 1]
Council tax (transfers to or from Collection Fund) 19.5 (1,906) 1]
Total Adjustments to Revenue Resources 17,578 1]
Adjustments between capital and revenue resources

Transfer of non-current asset sale proceeds from revenue to the Capital Receipts 19.2 10 206
Amounts from reserves used to fund Capital Expenditure 19.2 {2,212} O
Statutory provision for the repayment of debt (transfer from the Capital Adjustment 19.2 {4,675) 0
Capital expenditure financed from revenue balances (transfer to the Capital 19.2 (1,249) 1]
Total Adjustments between Revenue and Capital Resources (8,036) 206
Adjustments to capital resources

Use of the Capital Receipts Reserve to finance capital expenditure 19.2 0 (206)
Total Adjustments between Revenue and Capital Resources 0 (206)
Total Adjustments | 9543 ] 0
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7 TRANSFERS TO/FROM EARMARKED RESERVES

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

in 2021/22.
Group and PCC Transfers Transfers
Balance Balance
. . Balance
as at 31st Transfers Transfers asat 31st Transfers Transfers

March In Out March In Out as at 31“

ST | March 2022

£000 £000 £000 £000 £000 £000 £000
Restructure Reserve 8,376 0 In] 8,376 (0] 8,376
Invest to Save Reserve 1,100 L] (420) 680 [44] 636
Budget Support Reserve 3,647 2173 o 5,820 3,833 (127) 9,625
NWROCU TSU Capital Reserve 73 12 (58] 26 o (28] 0
ESM Reserve 1,262 587 (202) 1,647 (904) 743
Insurance Reserve 505 4256 (786) 3,975 (279) 3,605
POCA Reserve 750 o {165) 586 505 (257) 934
Estate Strategy Reserve 0 0 o 0 BE8 [} 888
CC Priority Fund 884 0 (331) 553 173 o 726
PCC Crime Prevention Strategy Reswv 260 112 (28] 345 106 (10) 441
Civil Litigation Fund 381 0 o} 381 o [} 381
Section 152 Reserve 05 451 [187) 1,168 589 (385) 1,372
NWROCU Asset Reserve 870 407 (62) 1,216 409 {160) 1,465
Covid-19 Support Reserve 1] 1,930 In] 1,330 (1,930) 1]
Drugs & Serious Violence Reserve 0 4 700 1] 4,700 (8B0) 3,820
Wictim Support Reserve 118 0 (7] 111 0 0 111
Police Property Act Fund 208 533 (80) 662 302 (90) 873
Uplift Reserve [1] 0 ] [1] 2,794 2,794

19,337 | 15,161 (2,325)) 32,174 9,793 | (5,002) 36,881

Met Movement in Year 12,837 4,707 |

Details of reserves with individual balances of more than £1.000m, or whose additional explanation are
considered beneficial to the user of the accounts, are provided below:-

o The Restructure Reserve is to be utilised to fund the potential redundancy or redeployment protection
costs associated with the work of the Community First Programme. The utilisation of this reserve allows
for the immediate release of savings from the revenue account, thus ensuring continued financial

resilience.

o The Budget Support Reserve has been established to carry over planned budget surpluses to be
released to support the revenue budget.

o The Insurance Reserve was created to recognise the fluctuations in the valuation of insurance liabilities
at the year end.

o The Section 152 Reserve is used to hold proceeds of vehicle auction sales, where the vehicle has been
seized under Section 152 legislation.

. The NWROCU Asset Reserve holds in reserve revenue budget and capital programme underspends

arising within the NWROCU collaboration, until the Joint Oversight Committee decide how best to utilise
these resources.

. The Drugs & Serious Violence Reserve has been created to set aside additional funding of £4.700m
received during 2020/21. The Chief Constable is currently assessing how best these additional resources
can be utilised by the Force.

o The Uplift Reserve has been created to set aside an underspend on uplift funding, arising from delays
in recruitment as a result of Covid-19.
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8 OTHER OPERATING INCOME AND EXPENDITURE

PCC Group PCC Group
2020/21 2020/21 2021722 202122
£000 £000 £000 £000
(74,083) (74,083)|Home Office grant receivable towards retirement benefit costs (73,769) (73,7639)
(77) (77)|iGains)/losses on the disposal of non-current assets a3 a3
] 0 |Home Office grant payable to the pension fund (1] (1]
4 339 |145 19 administrative fees 3 356
{74,156) (73,821) (73,667) (73,314)

9 FINANCING AND INVESTMENT INCOME AND EXPENDITURE

PCC Group PCC Group
2020/21  2020/21 2021722 202122
£000 £000 £000 £000
1,539 1,539 |Interest payable and similar charges 1846 1846
36 108,173 |Net pensions interest cost 40 105,792
(34] (34)|Interest income (20) (20]
1,541 | 109,678 1,866 | 107,618

10 TAXATION AND NON-SPECIFIC GRANT INCOME

Group and PCC

Group and PCC

2020/21 2021/22
£000 £000
Credited to Taxation and Non Specific Grant Income
{133,069} |Police specific revenue grant (142,182)
(80,110) |Precepts (83,426)
2,608 |Deficit/[5urplus) on collection fund (1,906)
{14,103} |Council tax support funding (16,603)
{121,553} |DCLG formula funding (128,490)
(3,570} |Pensions Grant (3,570)
(1,538) |Council tax freeze grant {1,538)
{1,061)|Capital grants and contributions (1,031)
(352,395) (378,746)
Credited to Cost of Services
{2,906} | Terrorism grant (3,684)
(4,639) |Regional grants (458)
(1,714)|Victims Support Services grant (3,069)
(2,783)|Serious Violence Funding (3,148)
(3,370) |Violence Reduction Units (4,223)
(3,200} |County Lines (4,276)
{4,700) |Drugs and Serious Violence grant (1]
(1,422)|BTAC Home Office grant (1,448)
(771) |Covid-19 grant (1]
(350) [Safer Streets fund {1,089)
{200) | Domestic Abuse Perpertrator Programme grant (818)
0 (Uplift Grant (3,333)
0 |RPU/ANPR County Lines (1,342)
{1,362)|Other grants {1,089)
(27,617) (27,977)
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11 PROPERTY PLANT AND EQUIPMENT
11.1 Group and PCC Movement on Balances 2020/21

Land & Plant & . Assets Under . _
e . Vehicles ) . sSurplus Assets Intangibles Held for Sale Grand Total
Buildings  Equipment Construction
£000 £000 £000 £000 £000 £000 £000 £000 £000

Gross Value as at 1st April 2020 272,219 34,273 20,869 34,720 2,566 364,647 15,500 1,436 381,583
Additions 794 2,155 3,276 28,212 o 34,437 799 o 35,236
Transfers 16,995 11 [ (14,330) (2,566) 110 o (110) 0
Revaluation increases/{decreases) recognised in the Revaluation Reserve [4,244) [n] 0 L] [n] (4,244) [n] L] (4,244)
Revaluation increases,/(decreases) recognised in the Surplus/Deficit on

. ; 428 (4] [} [} (4] 428 (4] {157) 271
Provision of Services
Derecognition - disposals {10] o (1,381) (1,391) o (1,391)
Derecognition - other 1] (1,523) (125) 1] (1] (1,648) [40) 1] (1,688)
Gross Value as at 31st March 2021 286,182 34,916 22,639 48,602 (1] 392,338 16,259 1,169 | 409,766
Depreciation and Impairment as at 1st April 2020 (461) (25,229) (14,409) 0 0 (40,099) (11,137) 0 (51,236)
Depreciation charge for year (10,335) (3,584) (2,067 1] o (15,986) (1,366) 0 (17,352)
Depreciation written cut to the Revaluation Reserve 9,345 o o o o 9,343 0 ] 9,343
Depreciation written out to the Surplus/Deficit on Provision of Services 583 o 1] o o 583 0 ] 583
Impa_urment losses recognised in the Surplus/Deficit on the Provision of o o (55) o o (65) 0 0 (65)
Services
Derecognition - disposals 4 v} 1,246 o v} 1,250 0 0 1,250
Derecognition - other 0 1,523 125 0 [} 1,648 40 0 1,688
Depreciation and Impairment as at 31st March 2021 (B66) (27,290} (15,170) [1] 1] (43,326) (12,463} [1] (55,789)
Carrying Value as at 31st March 2021 285,316 7,626 7,469 48,602 [i] 349,012 3,796 1,169 | 353,978
Carrying Value as at 31st March 2020 271,758 9,044 6,460 34,720 2,566 324,548 4,363 1,436 | 330,347
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11.2 Group and PCC Movement on Balances 2021/22

Land & Plant & Vehid Assets Under Surplus Total intangibl Held for Sal
o . ehicles . ota ntangibles Held for Sale
Buildings Equipment . Construction Assets =
£000 £000 £000 £000 £000 £000 £000 £000 £000
Gross Value as at 1st April 2021 286,182 34,916 22,639 48,602 0 392,338 16,253 1,163| 409,766
Additions 741 5,346 1,952 7,294 o 15,333 5,092 o| 20425
Transfers 46,880 o o (51,148) o [4,269) 4,269 o 0
Revaluation increases/(decreases) recognised in the Revaluation 31,637 o o o 21,637 a 2 21,639
Reserve
RE'UE_'U-EtiDH incrﬁasesﬂdecreases] recognised in the Surplus/Deficit on (295) o o o o (295) a o (295)
Provision of Services
Derecognition - disposals ] (6,728) (2,153) ] ] (8,881) (1,738) ol (10,617)
Derecognition - other 0 0 0 0 0 0 o 0 0
Assets reclassified to held for salef/surplus (800 ] ] ] ] (600) ] /00 1]
Gross Value as at 31st March 2022 354,545 33,534 22,438 4,747 i} 415,263 23,884 1,771| 440,918
Depreciation and Impairment as at 1st April 2021 (866) (27,290) (15,170} 0 0 (43,326) (12,463) o (55,789)
Depreciation charge for year (10,123) (4,594) (2,415) ] ] (17,133) (2,781) o (19,914)
Depreciation written out to the Revaluation Reserve 9740 0 0 0 0 9,740 o 0 9,740
Derecognition - disposals 0 6,642 1,930 0 0 8,572 1,736 0 10,308
Depreciation and Impairment as at 31st March 2022 [1,243) [25,243)  [15,655) [i] [i] [42,147) [13,508) 0| [55,655)
Carrying Value as at 31st March 2022 353,296 8,291 6,783 4,747 [i} 373,117 10,376 1,771| 385,264
Carrying Value as at 31st March 2021 285,316 7,626 7,460 48,602 i} 349,012 3,796 1,163| 353,978
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11.3 Capital Commitments

As at 31 March 2022, the Group and the PCC had entered into a number of capital contracts (with values in
excess of £0.100m) for the construction, purchase or enhancement of Property, Plant and Equipment upon
which there were outstanding amounts of £2.043m; of which £1.856m relates to expenditure connected to
the Group Estate Strategy.

Similar commitments at 31st March 2021 were £4.660m.

11.4 Revaluations

The Group and the PCC carry out a rolling programme that ensures that all land and buildings are revalued at
least once every five years. The valuations have been undertaken by an external valuer — Tim Ellams BSc (Est
Man), MRICS , and Colliers International Property Consultants Ltd - during the period February and March
2022. Valuations of land and buildings were carried out in accordance with the methodologies and bases for
estimation set out in the professional standards of the Royal Institution of Chartered Surveyors.

The significant assumptions applied in estimating current values for land and buildings are:-

. That all required valid planning permissions and statutory approvals for the buildings and for their use,
including any extensions or alterations, have been obtained and complied with;

o That no deleterious or hazardous materials or techniques have been used, that there is no
contamination in or from the ground, and it is not landfilled ground;

. That the properties are not subject to any unusual or especially onerous restrictions, encumbrances
or outgoings and that good title can be shown;

. That the properties and their values are unaffected by any matters which would be revealed by local

searches, replies to the usual pre-contract enquiries, or by any statutory notices which may indicate
that neither the properties, nor their condition, use, or intended use, is or will be unlawful;

. That inspections of those parts that have not been inspected, or a survey inspection, would not reveal
material defects or cause the valuers to alter the valuations materially;

. That the properties are connected to, and there is a right to use, the reported mains services on normal
terms; and

J That sewers, main services and the roads giving access to the property have been adopted.

Vehicles and plant and equipment are valued at depreciated historical cost as this valuation is deemed to be
a reasonable estimate of current value.

The table below shows the date at which land and building assets, which are valued at current value, were last
subject to a desktop or a full valuation by the external valuer :-

Group and PCC Land & Plant & oren Assets Under Surplus Total
Buildings Equipment Construction Assets

Carried at historical cost 1,457 33,534 22,438 4747 1] 62,176
Valued at fair value as at:

31st March 2015 162 1] o] o] 1] 162
31st March 2016 o o 4] 4] o 0
31st March 2017 o o o] o] o 0
31st March 2018 o o 4] 4] o 0
31st March 2019 o o o] o] o 0
31st March 2020 7,250 o o] o] o 7,250
31st March 2021 o o 4] 4] o 0
31st March 2022 345 675 0 0 0 0| 345,675
Total cost or valuationas | ;. o, 33,534 | 22,438 4,747 o | 415,263
at 31st March 2022
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11.5 Non-Operational Property, Plant and Equipment (Surplus Assets)

The Group and PCC hold surplus assets valued at £0.000m (2020/21 £0.000m)

11.6 Finance Leases

The PCC holds two properties and one piece of land under finance leases. The net carrying amount reported
in the PCC and Group Balance Sheets for these assets is £7.304m (2020/21 £6.075m).

The PCC has made capital contributions towards the building works for the two properties and in both
instances the liability for payment of the lease has been considered paid in full at the lease inception. The PCC
paid the sum of the total lease payments on the land at the date of acquisition.

The PCC therefore does not recognise any liability on the PCC and Group balance sheets for future minimum
lease payments.

11.7 Depreciation

In line with 1AS16, depreciation is defined as the systematic allocation of the depreciable amount of an
asset over its useful life. Depreciation is charged as follows:

o Land and Buildings - straight-line allocation over 4 to 50 years
o Plant and Equipment — straight-line allocation over 4 years
o Vehicles — straight-line allocation over 4 to 10 years

11.8 Operating Leases

The present value of payments on current premise operating leases held by the Group and PCC are estimated
at £0.457m, based-upon the expected terms of the leases.

59



ANNUAL FINANCIAL REPORT 2021-22

12 FINANCIAL INSTRUMENTS

12.1 Categories of Financial Instruments

The definition of a financial instrument is ‘any contract that gives rise to a financial asset of one entity and a
financial liability, or equity instrument of another entity’. The term ‘financial instrument’ covers both financial
assets and liabilities. The definition is broad and covers instruments used in treasury management including
the borrowing and lending of money and making of investments. However it also extends to include such items
as trade receivables (debtors) and trade payables (creditors). The following categories of financial instruments
are carried in the Balance Sheets of the PCC and the Group:-

Long Term Short Term Long Term Short Term
PCC Group PCC Group PCC Group PCC Group
31st March 31st March 31st March 31st March 31st March 31st March 31st March 31st March
2021 2021 2021 2021 2022 2022 2022 2022
£000 £000 £000 £000 £000 £000 £000 £000
Investments
0 0 ] O|Financial assets at amortised cost [8] 2] 12,915 12,915
0 ] 0 0|Total Investments 0 0 12,915 12,915
Assets at amortised cost
o 0 60 60|Financial Assets at Amortised Cost 0 0 4 345 4 345
0 0 21,850 21,850(Fair Value through profit and Loss [8] 2] 10,780 10,780
0 0 21,910 21,910 Total Cash and Cash Equivalents [i] [1] 15,125 15,125
Debtors
o o 36,626 36,626(Financial Assets at Amortised Cost o (8] 38,465 38,465
0 o 8,553 8,921 |MNan financial instrument debtars 0 0 11,510 11,629
0 o 45,179 45,547 |Total Debtors 0 0 49,975 50,094
0 0 67,089 67,457 |Total All financial assets 0 [1] 78,015 78,134
Borrowings
0 1] [75,000) {75,000)|Financial Liabilities at Amortised Cost [a] 1] {84,000} (B4,000)
(62,410)| (52,410) (674) (674)|Financial Lizbilities at Amortised Cost- PWLB | [61,719)| (61,719) (692) {692)
(62,410)| (62,410)] (75,674) (75,674)|Total Borrowing (61,718)| (6L,719)] [s4,692)| (84,692)
Creditors
0 o [32,415) (32,415)(Financial Liabilities at Amortised Cost v} (1] (40,511} (40,511}
0 0 (8,024) {18,409)|Non financial instrument creditors [8] 2] (7,407} (15,404)
0 o| (ao,a39) (50,824)|Total Short term Creditors 0 [i} (47,918)| (55,915)
(62,410)| (62,910)| (116,113)] (126,498)|Total all financial Liabilities (61,718)| (6L,719)] (132,610)| [140,607)

The following assets/liabilities are excluded from the financial instruments balances because they arise under
legislation and are therefore statutory in nature rather than contractual:-

o Transferred debt arising from local government reorganisation in 1986 that is administered by Wirral
MBC on behalf of the Group; and
o Amounts included within debtors and creditors for the Group’s share of Council Tax debtors and

overpaid/pre-paid Council Tax.

Prepayments are also excluded because they are contractual rights to receive goods or services rather than to
receive cash or another financial asset.

The Fair Value of the PWLB loan is £63.200m
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12.2 Financial Instruments Gains and Losses

The Comprehensive Income and Expenditure Statements of the Group and the PCC recognise £0.020m
(£0.034m 2020/21) of gains relating to interest income and £1.846m (£1.539m 2020/21) of losses relating to
interest expenses. These gains and losses have been incurred in relation to Financial Instruments.

12.3 Fair Value of Assets and Liabilities carried at Amortised Cost

Financial liabilities and financial assets represented by loans and receivables are included in the Balance Sheets
at amortised cost. For borrowings this means that the amount presented in the Balance Sheet is the
outstanding principal repayment and the interest charged to the Comprehensive Income and Expenditure
Statement is the amount payable in the year. Likewise, investments held are included in the Balance Sheet as
the outstanding principal receivable and the interest credited to the Comprehensive Income and Expenditure
Statement is the amount receivable in the year.

Their fair value can be assessed by calculating the present value of the cash flows that will take place over the
remaining term of the instruments under the following assumptions:-

o No early repayment or impairment is recognised;

. Where an instrument will mature in the next 12 months, the Balance Sheet carrying amount is assumed
to approximate fair value;

. The fair value of trade receivables and payables are assumed to be the invoiced or billed amount; and

. There is no expected impairment of the instrument from perceived future events.

The carrying value of current financial assets and liabilities is deemed to be a reasonable approximation of fair
value because of the relatively short period to maturity, and therefore information about the fair values of
those financial instruments has not been disclosed. The exception to this is the PWLB loan, which is disclosed
at fair value. For loans from the PWLB, Knowsley MBC Treasury Management Services (the Commissioner’s
advisors) have used the Net Present Value (NPV) approach to arrive at a calculated fair value, which provides
an estimate of the value of future payments in today’s terms. Inputs to these measurement methods are those
defined in IFRS13 as Level 2 — inputs that are observable for the asset or liability either directly or indirectly.

These balances are shown in Note 12.1.

12.4 Financial Instruments — Nature and Extent of Risks Arising

Knowsley MBC Treasury Management Section undertakes the Treasury Management function for the Group
and the PCC. The Group’s activities expose it to a variety of financial risks:-

Credit Risk

This is the risk that other parties may fail to pay amounts due and arises from the short term lending of surplus
funds to banks and financial institutions as well as credit exposure to customers. The Group and the PCC have
adopted CIPFA’s Code of Practice for Treasury Management and this is enshrined in its Financial Regulations.
This code includes key controls in respect of investment and borrowing in line with CIPFA’s Prudential Code.
The potential of impairment arising from future events has been considered for all classifications of Financial
Assets and Liabilities, in line with the requirements of IFRS9; and any such impairments have been provided
for explicitly within the Accounts. As at 31 March 2022 the Commissioner had £10.780m of deposits with
Money Market Funds all of which carry AAA credit ratings. Under IFRS 9 the Expected Credit Loss on these is
negligible.
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The amounts owed to the Group and the PCC in respect of general sundry debtors are kept continually under
review and particularly in respect of the likelihood that some debts may not be repaid. The Group and the PCC
provide for bad debts each year, as at 315 March 2022 the provision was £0.084m (2020/21 £0.070m).

The total value of sundry debtors as at 315 March 2022 is £1.296m (2020/21 £2.297m) analysed as follows:-

Group and Group and
PCC PCC
2020/21 2021/22
£000 £000

1,739 | Current 540
406 | Less than 12 months overdue 610
153 | More than 12 months overdue 146

2,297 1,296

Liquidity Risk

This is the risk that the Group or the PCC may not have funds available to meet its commitments to make
payments. The Group produces cash flow projections on a regular basis to mitigate this risk. The projections
allow for cash management including the repayment profile of any borrowings. Knowsley MBC Treasury
Management Section is able to secure access to overdraft facilities and short term borrowing through Money
Markets on behalf of the Group and the PCC.

The following table shows the borrowing outstanding at 31 March 2022. No new PWLB borrowing has been
taken out during 2021/22:-

31st March 31st March
2021 2022
£000 £000
Analysis of Loans by Maturity
(75,674)|Less than 1 year (84,692)
(692)|Between 1 and 2 years (711)
(2,193)|(Between 2 and 5 years (3,046])
(4,07&)|Between 5 and 10 years (4,302)
(55,449 More than 10 years (53,658)
(138,084) |Total outstanding (146,410)

Market Risk

This is the risk that financial loss might arise as a result of changes in such measures as interest rates or stock
market movements. Investments and borrowings held in the Balance Sheet are at fixed interest rates and
therefore the Group and the PCC are not exposed to movements in interest payable/receivable on investments
and borrowings. The Group and the PCC have no financial assets or liabilities denominated in foreign
currencies, and therefore has no exposure to loss arising from movements in exchange rates.
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13 DEBTORS
Efrlﬂul} PCC Group
315? 31st March 31st March
':;:‘: 2022 2022
£000 £000 £000 £000
28,834 28,834 |Central Government Bodies 30,643 30,643
30,800 30,800 |Other Local Authorities 36,763 36,763

{19,939) (19,939)|(Impairment allowance for {council tax) doubtful debtors [23,628) 123,628)

10,861 10,861 |Other Local Authorities (net of impairment) 13,135 13,135
2,297 2,297 |Sundry debtors 1,357 1,357
(70] {70)|Impairment allowance for doubtful debtors (84) [84)
2,227 2,227 |Sundry debtors [net of impairment) 1,272 1,272
3,258 3,258 |Prepayments 4,925 4,925
[1] 368 |Short term accumulating absences [1] 119
45,179 | 45,547 |Total Debtors 49,975 50,094

14 CASH AND CASH EQUIVALENTS

Group and PCC Group and PCC
31st March 31st March
2021 2022
£000 £000

30 |Imprests 30
30 [Bank current accounts 4315
21,850 |Short term investments 10,780
21,910 |Total Cash and Cash Equivalents 15,125

As at 31°* March 2022, the Group and the PCC held a total of £10.907m (2020/21 £9.690m) under the Proceeds
of Crime Act 2002, representing cash seized by Police and retained as evidence in support of crimes or cash
handed into the Police as found property awaiting claim by the owner or finder.

The amount is not under the ownership of the Group or the PCC which acts as steward on behalf of various
parties, and as such does not form part of the accounts of the Group or the PCC.

Within the accounts of the Group and the PCC, there is £0.873m (2020/21 £0.662m) held under the Police
Property Act 1997 which applies to property that is in the possession of police where the owner of the property
cannot be identified and where no order of a competent court has been made. This amount is shown in Note
7, earmarked reserves, under the heading Police Property Act Fund. The Fund is used to meet expenses
incurred in the conveyance, storage, safe custody and sale of the property and to make payments for
charitable purposes.
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15 CREDITORS
15.1 Short Term Creditors

_P_['[' Group PCC Group
S1st 31st March 31st March 31st March

March 2021 2022 2022

2021

£000 £000 £000 £000
(715) {715)|Government departments (520) (520)
0 (8,160)|HM Revenue & Customs (1] (5,359)
(16,674) (16,674)|Other local authorities (18,281) (18,281)
(14,522) (16,890)|Bodies external to general government (21,118) (22,758)
1] (10,384)|Short term accumulating absences (1] (7,997)
(8,529] 0 |Intra-group account (7,999 0
(40,439) (50,824)|Total External Creditors (47,918) (55,915)

15.2 Long Term Borrowing

Group and Group and
PCC PCC
31st March 31st March
2021 2022
£000 £000
(63,740)|Balance brought forward (63,084)
0 (Borrowing in Year 0
656 [Repayments in Year 673
(63,084)|Balance carried forward (62,411)
(674)|Payable within one year (63Z)
(62,410)|Payable in more than one year (61,719)
(63,084) (62,411)

16 DEFERRED LIABILITIES

The figure for deferred liabilities in the Group and the PCC Balance Sheets relates to inherited debt
administered by Wirral Metropolitan Borough Council. Similar debts are administered on behalf of all
Authorities comprising the former Merseyside County Council. As such it is not possible to provide an analysis
of the amount outstanding for an individual Authority by lender category and maturity, the overall debt being
managed as a single sum. However, in line with the Redemption of Debt Order (1986), the loans are being
repaid on a straight line basis over 40 years.

Group and Group and
PCC PCC
31st March 31st March
2021 2022
(1,2410)|Balance brought forward (1,175)
235 |Repayment of principal 235
(1,175)|Balance carried forward (94a0)
{235)|Payable within one year (235])
{940)|Payable in more than one year (705])
[1,175) {940}
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17 PROVISIONS

17.1 Insurance Provision

In 2021/22 the Group and the PCC made a contribution of £2.250m to the Insurance Provision. The
contributions made each year are based upon best advice received from the Group’s insurance brokers. This
takes account of the previous claims history and the anticipated outcomes of known claims. Self-insurance
currently substantially assumes the risk in respect of public, employer and motor liabilities. The level of the
Insurance Provision is continually reviewed to ensure it is at an appropriate level.

17.2 Other Provisions

The Group and the PCC also hold a number of other provisions including a provision of £2.847m to provide for
the potential claw back of claims paid by the Group’s former insurance company Municipal Mutual Insurance
Ltd.

Additional Unused Balance as Additional Unused Balance as
Balance as . Amounts . Amounts
Provisions Amounts at 31st  Provisions Amounts at 31st

Provisions at 1st April Used in Used in

Reversed March WET [ Reversed March

aae
2020 2020/21 o0 2001 2001722 Y2 00122 2022

£000s £000s £000s £000s £000s £000s £000s £000s £000s

Insurance Provision (6,955)|  (2,500) 1,763 4,256 (3,436)]  (2,250) 2,166 (276)]  (3,797)
MMI Provision (2,847) 0 0 0 (2,847) 0 0 0 (2,847)
Other Provisions (887) (850) 167 0 (1,570) 0 198 0 (1,372)
Total Provisions (10,689)  (3,350) 1,930 4256 | (7,853)] (2,250) 2,364 (276)]  (8,018)
Estimated to be payable

within one year (2,690) (3,099) (3,220)
Estimated to be payable in

more than one year (7,999) (4,754) (4,796)
Total Provisions (10,689) (7,853) (8,016)

18 USABLE RESERVES

Movement in the Group’s usable reserves are detailed in the Movement in Reserves Statement.

19 UNUSABLE RESERVES

PCC Group PCC Group
202021 2020/21 202122 202122
£000 £000 £000 £000
104,685 104,685 |Revaluation Reserve 19.1 132 415 132415
86,305 86,305 |Capital Adjustment Account 19.2 78,642 78,642
{1,964)| (5,292,776)|Pensions Reserve 19.3 i1,821)| (5,293,981)
] 0 |Deferred Capital Receipts Reserve 19.4 0 (1]
(2,729) (2,729)|Collection Fund Adjustment Account 19.5 (823) (823)
0 (10,022)|Accumulated Abhsences Account 19.6 (1] (7,878)
186,297 | (5,114,537) 208,413 | (5,091,625)
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19.1 REVALUATION RESERVE

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

. revalued downwards or impaired and the gains are lost;
. used in the provision of services and the gains are consumed through depreciation;
. disposed of and the gains are realised.

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

Adjustment Account.

Group & PCC

2020/21

£000 £000 £000

104,685

104,306

5,055

¥

5,099

(4,720)

Balance as at 1st April

Upward revaluation of assets

Downward revaluation of assets and impairment losses not
charged to the Surplus/Deficit on the Provision of Services
Surplus on revaluation of non-current assets not posted to the
Surplus or Deficit on the Provision of Services

Difference between fair value depreciation and histarical cost

31,377

(3,647)

31,377

depreciation
0 |Accumulated gains on assets sold or scrapped 0
(4,720) | Amount written off to the Capital Adjustment Account

(3,647)

132,415

104,685 |Balance at 31st March
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19.2 CAPITAL ADJUSTMENT ACCOUNT

The Capital Adjustment Account absorbs the timing differences arising from the different arrangements for
accounting for the consumption of non-current assets and for financing the acquisition, construction or
enhancement of those assets under statutory provisions. The account is debited with the cost of acquisition,
construction or subsequent costs as depreciation, impairment losses and amortisations are charged to the
Comprehensive Income and Expenditure Statement (with reconciling postings from the Revaluation Reserve
to convert fair value figures to an historical cost basis). The account is credited with the amounts set aside by
the Group as finance for the costs of acquisition, construction and enhancement. The account also contains
revaluation gains accumulated on property, plant and equipment before 1st April 2007, the date that the
Revaluation Reserve was created to hold such gains.

202021 Group & PCC

91,244 |Balance as at 1st April 86,305
Rewversal of items relating to capital expenditure debited or
credited to the Comprehensive Income and Expenditure

Statement:
[17,352)|Charges for depreciation and impairment of non-current assets (19,913)
788 |Revaluation losses / (gains) on Property, Plant and Equipment (293)
0 |&mortisation of intangible assets (W]
Amounts of non-current assets written off on disposal or sale as
(142])|part of the gain/loss on dispasal to the Comprehensive Income (307)
and Expenditure Statement.
{16,706) (20,514)
4,720 |Adjusting amounts written out of the Revaluation Reserve 3,647

Met written out amount of the cost of non-current assets

(11,986) consumed in the year R
Capital financing applied in the year:
Use of the Capital Receipts Reserve to finance new capital
219 _ 206
expenditure
Capital grants and contributions credited to the Comprehensive
1,061 |[Income and Expenditure Statement that have been applied to 261
capital financing
3,335 [Statutory provision for the financing of capital 4 675
1,604 [Capital expenditure charged against the General Fund balance 1,249
828 |Use of Earmarked Reserves to fund capital expenditure 2,212
7,047 9,204

Donated assets credited to the Comprehensive Income and
Expenditure Statement

86,305 78,642
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19.3 PENSIONS RESERVE

The Pensions Reserve absorbs the timing differences arising from the different arrangements for accounting
for post-employment benefits and for funding benefits in accordance with statutory provisions. The Group
accounts for post-employment benefits in the Comprehensive Income and Expenditure Statement as the
benefits are earned by employees accruing years of service, updating the liabilities recognised to reflect
inflation, changing assumptions and investment returns on any resources set aside to meet the cost. However,
the charge made against the precept is based upon the Group’s contributions to pension funds in the financial
year and retirement benefits paid to pensioners for which it is directly responsible.

The debit balance on the Pensions Reserve therefore shows a substantial shortfall in the benefits earned by
past and current employees and the resources the Group has set aside to meet them. The statutory
arrangements will ensure that funding will have been set aside by the time the benefits come to be paid.

PCC Group PCC Group
2020/21  2020/21 2021722 202122
£000 £000 £000 £000

(1,615)( (4,816,446) Balance as at 1st April (1,964) (5,292,776)

Remeasurements of the net defined benefit
(237)| (389,072)| . 282 101,741
liability
] 0 |Transfer of pension liahilities to CC (1] (1]

Reversal of items relating to retirement benefits
debited or credited to the Surplus or Deficit on the
Provision of Services in the Comprehensive
income and Expenditure Statement

(272)|  (225,881) (203)| (244538)

Employer's pension contributions and direct
160 138,623 _ . 154 141 592
payments to pensioners payahle in the year

(1,964)| (5,292,776)|Balance at 31st March (1,821)| (5,293,981)

19.4 DEFERRED CAPITAL RECEIPTS RESERVE

The Deferred Capital Receipts Reserve holds the gains recognised on the disposal of non-current assets but for
which cash settlement is yet to take place. Under statutory arrangements, the PCC does not treat these gains
as usable for financing new capital expenditure until they are backed by capital receipts. When the deferred
cash settlement eventually takes place, amounts are transferred to the Capital Receipts Reserve.

Group and PCC Group and

202021 PCC 2021/22

0 |Balance as at 1st April 0

Transfer of deferred sale proceeds credited to
the Surplus or Deficit on Provision of Services

0 in the Comprehensive Income and Expenditure 0
Statement

0 Transfer to the Capital Receipts Reserve on 0
receipt of cash

0 |Balance at 31st March 0
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19.5 COLLECTION FUND ADJUSTMENT ACCOUNT

The Collection Fund Adjustment Account manages the differences arising from the recognition of council tax
income in the Comprehensive Income and Expenditure Statement as it falls due from taxpayers compared
with the statutory arrangements for paying across amounts to the General Fund from the Collection Fund.

Group and PCC Group and PCC
2020/21 2021/22
£000 £000

(121)|Balance as at 1st April (2,729)

Amount by which precept income credited to
the Comprehensive Income and Expenditure
(2,608} |5tatement on an accruals basis is different 1,906
remuneration chargeable in the yearin

accordance with statutory requirements
(2,729)|Balance at 31st March (823)

19.6 ACCUMULATED ABSENCES ACCOUNT

The Accumulated Absences Account absorbs the differences that would otherwise arise on the General Fund
Balance for accruing for compensated absences earned but not taken in the year (e.g. annual leave entitlement
carried forward at 31% March 2022). Statutory arrangements require that the impact on the General Fund
Balance is neutralised and this charge is reversed out through an unusable reserve in the Movement in
Reserves Statement so that accounting entries would not impact on the requirement to raise council tax.

PCC 2020/21 Group PCC 2021/22 Group
- 202021 - 202122
£000 £000 £000 £000
] (5,039)|Balance as at 1st April 0 (10,022)
Settlement or cancellation of accrual made at the end of the
o 5,039 . 0 10,022
preceding year
0 0 0 0

Amaount by which staff and officer remuneration charged to the
Comprehensive Income and Expenditure Statement on an accruals

0 10,022 0 7,878

(10, ) hasis is different from remuneration chargeable in the year in Feerta
accordance with statutory requirements

[1] (10,022)|Balance at 31st March 0 [7,878)
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20 OFFICERS’ REMUNERATION

20.1 Remuneration Banding

The number of police officers and staff (including Senior Officers listed at Note 20.2) whose remuneration,
excluding employer’s pension contributions, was £50,000 or more in bands of £5,000 were:

PCC Group PCC Group
2020/21 2020/21 2021/22 202122
1 438 £50,000 - £55,000 1 4198
1 340| £55,001 - £60,000 1 383
0 122 £60,001 - £65,000 0 165
0 55 £65,001 - £70,000 0 70
0 19 £70,001 - £75,000 1 39
1 12 £75,001 - £80,000 2 21
0 10| £80,001 - £85,000 1 9
1 8 £85,001 - £90,000 0 9
0 5 £90,001 - £95,000 0 5
1 3 £95,001 - £100,000 0 3
0 2| f100,001 - £105,000 0 3
0 0| £105,001 - £110,000 0 0
0 2| f110,001 - £115,000 0 1
0 5| £115,001 - £120,000 0 0
0 0| f120,001 - £125,000 0 4
0 0| £125,001 - £130,000 0 1
0 0| £130,001 - £135,000 0 1
0 0| f140,001 - £145,000 0 3
0 1| £145,001 - £150,000 0 1
0 0| f1e60,001 - £165,000 0 1
0 1| £200,001 - £205,000 0 1
5 1023 6 1218

Remuneration covers all amounts paid to, or receivable by, an employee and includes sums due by way of
expenses allowance and the estimated money value of any other benefits received by an employee other than
in cash. The table above also includes employees whose basic remuneration was below £50,000; however their
total remuneration for the year exceeded £50,000 as a result of redundancy payments made.
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20.2 Senior Officers Remuneration

The table below shows remuneration of defined senior and statutory officers for the years 2020/21. Expenses
allowances disclosed are those chargeable under UK income tax.

Total Total
Salaries Remuneration Remuneration
. . incl. Fees Expenses Benefits excludin Pension includin

L TR ) Notes ( and Allorzlvances in Kind pensiong Contribution pensiong

Allowances) contributions contributions

2020/21 2020/21

PCC £ £ £ £ £ £
Police and Crime Commissioner - J Kennedy 86,700 0 0 86,700 15,086 101,786
Chief Executive and Monitoring Officer 94,561 84 0 94,645 16,310 110,955
Chief Finance Officer 75,933 0 0 75,933 13,212 89,145
Total PCC single entity statements 257,194 84 0 257,278 44,608 301,886
Chief Constable (CC)
Chief Constable - AJ Cooke 1 184,870 16,980 0 201,850 0 201,850
Deputy Chief Constable 146,853 0 0 146,853 44,840 191,693
Assistant Chief Constable 119,075 0 0 119,075 36,583 155,658
Assistant Chief Constable 116,500 0 0 116,500 35,348 151,848
Assistant Chief Constable 112,647 0 0 112,647 34,154 146,801
Assistant Chief Constable 1,2 107,480 7,920 0 115,400 28,292 143,692
Assistant Chief Constable 1,3 115,119 4,620 0 119,739 34,690 154,428
Director of Resources 1 109,000 5,742 2,513 117,255 18,503 135,758
Total CC single entity statements 1,011,545 35,262 2,513 1,049,319 232,409 1,281,728
Total Group 1,268,739 35,346 2,513 1,306,597 277,017 1,583,614

Note Detail

1 | The expenses allowance paid to the Chief Constable, indicated Assistant Chief Constables and Directors of Resources is a car allowance

2 | Temporary Assistant Chief Constable in post from 19/08/19

3 | Assistant Chief Constable Regional Collaboration Lead *

*Costs fully recharged across the six Regional Forces (Merseyside, GMP, Cheshire, Cumbria, North Wales and Lancashire)
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The table below shows remuneration of defined senior and statutory officers for the years 2021/22. Expenses
allowances disclosed are those chargeable under UK income tax.

Total Total
Salaries (incl. . Remuneration . Remuneration
Post Holder information MNotes Fees and Expenses Henv.?ﬂts. " excluding pension PEI-,ISIDI:I including pension
Allowances Kind o Contribution o e
Allowances) contributions contributions
202122 2021/22

PCC £ £ £ £ £ £

Police and Crime Commissioner - E E Spurrell | Note 11 76,678 15 0 76,693 13,342 90,035
Police and Crime Commissioner - ] Kennedy Note 12 10,022 ] ] 10,022 1,744 11,766
Chief Executive and Manitoring Officer Note 13 72,001 144 ] 72,145 8,283 80,428
Chief Executive and Monitoring Officer Note 14 45,099 0 0 45 099 7,542 52,641
Chief Finance Officer 78,636 o o 78,636 13 683 92 319
Total PCC single entity statements 282,436 159 0 282,595 44,593 327,188
Chief Constable (CC)

Chief Constable - 5 Kennedy Note 1,2 188,001 16,461 o 204,462 57,619 262,081
Deputy Chief Constable Note 3 146,374 o o 145,374 44,089 190,454
Assistant Chief Constable Note 4 121,142 o o 121,142 36,958 158,100
Assistant Chief Constable 120,577 o o 120,577 36,612 157,188
Assistant Chief Constable Note 5 28,844 o o 28,844 3942 37,785
Assistant Chief Constable Note 6 121,859 o o 121 859 37,009 158,869
Assistant Chief Constable Note 1,7 104,923 6,314 o 111,237 28,442 139,679
Assistant Chief Constable Note 1,8 98,977 6,006 o 104,983 23,442 133,425
Assistant Chief Constable Note & 96,928 o o 96,928 28582 125,510
Assistant Chief Constable Note 1,10 96,741 1,914 o 98,655 28,442 127,097
Director of Resources Note 1 111,453 7,920 532 120,046 17,174 137,220
Total CC single entity statements 1,235,859 38,615 632 1,275,106 352,312 1,627,418
Total Group 1,518,295 38,774 632 1,557,701 396,905 1,954,606

MNote 1 - The expenses allowance paid to the Chief Constahle, indicated Assistant Chief Constables and Director of Resources is a car allowance
Note 2 - Promoted to Chief Constable from Deputy Chief Constable April 2021
MNote 3 - Deputy Chief Constahle appointed April 2021
Note 4 - Assistant Chief Constable Regional Collabaoration Lead from April 2021 to February 2022 #
Note 5 - Assistant Chief Constable appointed January 2022
MNote 6 - Assistant Chief Constable seconded to Cumbria from February 2022 - employee costs from this period have been fully recharged
MNote 7 - Acting Assistant Chief Constable from June 2021 to January 2022
Note 8 - Acting Assistant Chief Constable from June 2021 to December 2021
Note 9 - Acting Assistant Chief Constable from March 2022
Note 10 - Acting Assistant Chief Constable to May 2021
Note 11 - PCC E Spurrell in post from May 2021

Note 12 - PCC ) Kennedy in post until May 2021

Note 13 - Chief Executive and Monitoring Officer retired October 2021
Note 14 - Acting Chief Executive and Monitoring Officer approved from October 2021

*Costs fully recharged across the six Regional Forces (Merseyside, GMP, Cheshire, Cumbria, North Wales and Lancashire)
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21 TERMINATION BENEFITS
21.1 TERMINATION BENEFITS - GROUP

Employee contracts terminated by the Group in 2021/22, the total number of exit packages with total cost per
band and total cost of the compulsory and other redundancies are set out in the table below.

Exit Package cost band Number of compulsory Number of other TOTAL number of exit TOTAL cost of exit packages in

(including special redundancies departures agreed packages by cost band each band
payments)
2020421  2021/22? 2020/21 2021/22 2020/21 202122  2020/21 2021/22
£ £

Less than £20,000 0 4] 1 0 1 o 13,581 4]
£20,001 - £40,000 0 4] (4] 3 (4] 3 (4] 104,807
£40,001 - £60,000 0] (0] 0] 4 8] 4 0] 1594 447
Total 4] 0 1 7 1 7 13,581 299,255

The total cost of £0.299m (£0.014m 2020/21) in the table above represents the charge for exit packages that
have been agreed, accrued for, and charged to the Group Comprehensive Income and Expenditure Statement
for the current year. Accrued costs for 2021/22 included above are £0.065m and are based on the estimated
cost to the Group.

21.2 TERMINATION BENEFITS - PCC

There have been no costs charged or incurred in the PCC Comprehensive Income and Expenditure Statement
for exit packages for 2020/21 or 2021/22.

22 AUDIT COSTS

PCC Group PCC Group

2020/21  2020/21 2021/22 2021/22
£000 £000 £000 £000
38 55 Fees payable-to Grfmt Thornton UK LLP with regard to 16 69
external audit services
0 0 Fees payable in respect of other services provided by 0 0
Grant Thornton UK LLP during the year
39 56 |Total 46 69

The Group audit fee set out above of £69k comprises the £46k fee payable relating to the audit of the PCC
and a £23k fee payable in relation to the audit of the Chief Constable.

The audit fee proposed in the 2021/22 Audit Plan is £61,453 for the PCC and £26,588 for the CC with these

additional amounts subject to approval by Public Sector Audit Appointments and therefore not disclosed in
the amounts above for 2021/22.
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23 RELATED PARTIES

The Group and the PCC are required to disclose material transactions with related parties — bodies or
individuals that have the potential to control or influence the Group or the PCC, or to be controlled or
influenced by the Group or the PCC. Disclosure of these transactions allows readers to assess the extent to
which the Group or the PCC might have been constrained in their ability to operate independently or might
have secured the ability to limit another party’s ability to bargain freely with the Group or the PCC.

The Chief Constable for Merseyside Police

The PCC has direct control over the Chief Constable’s finances, including responsibility for funding of all
pensions' liabilities, and is responsible for setting the Police and Crime Plan. The Chief Constable retains
operational independence and operates within the budget set by the PCC, to deliver the aims and objectives
set out in the Police and Crime Plan. Section 28 of the Police Reform and Social Responsibility Act 2011 requires
that the local authorities covered by the police area must establish a Police and Crime Panel (PCP) for that
area. The PCP scrutinises the decisions of the PCC, reviews the Police and Crime Plan and has a right of veto
over the precept.

Central Government
Central Government has effective control over the general operations of the Group and the PCC — it is
responsible for providing the statutory framework within which the Group and the PCC operate and provides

the majority of funding in the form of grants. Grants received from government departments are set out in
Note 10 Grant Income.

Local Authorities
Funding from Local Authorities in the Merseyside area has been included on the basis of materiality:-

Group and Group and
PCC PCC
2020/21 2021/22
£000 £000
Precepts
20,128 |Wirral MBC 21,111
17,745 |Sefton MBC 18,585
23,210 |Liverpool City Council 23,447
11,127 |St. Helens MBC 11,774
7,900 |Knowsley MBC 8,508
80,110 83,426

Senior Officers of the Chief Constable and the Police and Crime Commissioner

The Group and the PCC have considered transactions with:

. The PCC;

. The CC;

o Senior officers of the CC; and
. Senior officers of the PCC.

It has been concluded that there are no material transactions to disclose.
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24 CAPITAL EXPENDITURE AND CAPITAL FINANCING

The total amount of capital expenditure incurred in the year is shown in the table below, together with the
resources that have been used to finance it. Where capital expenditure is to be financed in future years by
charges to revenue, the expenditure results in an increase in the Capital Financing Requirement (CFR). This is

a measure of the capital expenditure incurred historically by the Group that has yet to be financed. The CFR
is analysed below:-

Group and Group and
PCC PCC
31st March 31st March
2021 2022
£000 £000
134,799 (Opening Capital Financing Requirement 162,988
Capital Investment
35,236 |Operational assets 20,425
Sources of Finance
(1,061)|Government grants and other contributions (8561)
(1,604)|Revenue financing (1,249)
(828)|Use of reserves (2,212)
(219])|Capital receipts (206)
(3,100) |Minimum revenue provision (4 440)
(235])|Repayment for inherited debt (235])
162,988 |Closing Capital Financing Reguirement 174,209
Explanation of Movements in Year
28,189 |(Decrease) / Increase in underlying need to borrow 11,222
28,189 |(Decrease) / Increase in Capital Financing Requirement 11,222

25 CHARGE TO CC FOR ASSETS CONSUMED IN THE YEAR

The PCC charges the CC for operational assets consumed in the year. The annual depreciation charge,
impairments and upward and downward valuations chargeable to the PCC’s Comprehensive Income and

Expenditure Statement are considered to be a reasonable proxy as the basis of the charge. The following
charges have been made:-

PCC 2020/21 PCC 2021/22
£000 £000
15,986 (Depreciation 17,133
(788)|Impairment and upward/downward valuations 293
1,366|Amortisation 2,781
16,564 20,207

26 JOINT ARRANGEMENTS

The Group is a part of several collaborative Joint Arrangements — such as the North West Regional Organised
Crime Group, The West Coast Collaboration, and the North West Motorway Policing Group — however none
of these individual Joint Arrangements has a material impact upon the Group Accounts.
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27 EXPENDITURE AND FUNDING ANALYSIS (EFA)
27.1 The Group Expenditure and Funding Analysis (EFA)

This Analysis takes the net expenditure that is chargeable to taxation and reconciles it to the Comprehensive Income and Expenditure Statement. The Expenditure
and Funding Analysis shows how annual expenditure is used and funded from by the Group in comparison with those resources consumed or earned by the Group
in accordance with generally accepted accounting practices. Income and expenditure accounted for under generally accepted accounting practices is presented more
fully in the Comprehensive Income and Expenditure Statement.

2021/22
Adjustments between funding and accounting basis

2020/21
Adjustments between funding and accounting basis

E =" E o o
e § = i g £ T8¢
S9 g i E . g = =8 E
2 g g = £ s g £ g, EE
2=ias @ = 8 . = =23 ¢
god = € E £ 2 Tegk
L 2 = [T} - = E @ o -
d 2 B g M3 - <t g=d B
g8 E 3 2 E sET°
Zz 2 - 5 2 < E®

= 3 2 z3

J

£000 £000 £000

524,500 16,564 | (138,623 4,983 | (117,076)| 407,423
524,500 16,564 | (138,623 4,983 | (117,076)| 407,423
(538,122} (6,905) 225,881 2,608 271,584 | (316,538

(13,622) 9,659 87,258 7,591 104,508 90,885

{31,560)

{13,622

(45,182

Police Services

MNet Cost of Services

Other Income and expenditure
[Surplus) / Deficit

Opening General Fund Balance
(surplus)/Deficit on General Fund
Balance

Closing General Fund Balance

MRS

Met Bxpenditure
Chargeable to the General
Fund Balance

£000
573,465

Adjustments for Capital

20,206

Met change for Pensions
Adjustments

£000
(141,592)

Other differences

£000
(2,144)

Total Adjustments

£000
1123,529)

MNet Expenditure in the

Comprehensive Income
and Expenditure
Statement

573,469

20,206

(141,592)

(2,144)

(123,529)

449,940

{578,177]

8,897)

244 538

(1,908)

233,735

(344,442)

{4,708)

11,310

102,946

(4,050)

110,206

105,498

(45,182)

{4,708
{49,820}
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This Analysis takes the net expenditure that is chargeable to taxation and reconciles it to the Comprehensive Income and Expenditure Statement. The Expenditure
and Funding Analysis shows how annual expenditure is used and funded from by the PCC in comparison with those resources consumed or earned by the PCC in
accordance with generally accepted accounting practices. Income and expenditure accounted for under generally accepted accounting practices is presented more

fully in the Comprehensive Income and Expenditure Statement.

2020/21
Adjustments between funding and accounting basis
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£000 £000 £000 £000 £000 £000
410,462 16,564 [160]) (3,100 13,304 423 766
410,462 16,564 (160 (3,100] 13,304 423,766
(424,084) (3,805) 272 2,608 [925) (425,010)
(13,622) 12,759 112 (492) 12,379 (1,243)
(31,560)
(13,6822)
(45,182)

Police Services

Met Cost of Services

Other Income and expenditure
(surplus) f Deficit

Opening General Fund Balance

{Surplus)/Deficit on General Fund
Balance
Closing General Fund Balance

MiRS

MNet Expenditure
Chargeable to the General
Fund Babnce

£000
439,766

Adjustments for Capital

£000
20,207

2021722
Adjustments between funding and accounting basis

Met change for Pensions
Adjustments

£000
1154]

Other differences

£000
(4,440

Total Adjustments

£000
15,613

Met Bcpenditure in the

Comprehensive Income
and Expenditure
Statement

£000
455378

439,766

20,207

(154}

(4,440)

15,613

455,378

(444,477)

[4,456)

293

[1,906])

[6,063)

1450,547)

(4,708)

15,750

139

(6,346)

9,543

4,831

(45,182)

{4,708)
(49,830)
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28 EXPENDITURE AND INCOME ANALYSED BY NATURE & DISAGGREGATION
OF REVENUE

28.1 Expenditure and Income Analysed by Nature

This note takes the expenditure and income reported for the year in the Comprehensive Income and
Expenditure Statement for the PCC and the Group, and further analyses it by nature.

202021 202122
PCC Group PCC Group
2020/21 2020/21 2021722 2021/22
£000 £000 £000 £000
1,212 378,871 |Emplovees 1,244 415 466
19 10,887 (Premises 24 11 461
0] 6,225 (Transport 0 7,736
113 25,340 (Supplies & Services 131 29 873
17,417 17,417 [Depreciation & Amortisation 15913 19913
(853) (853)|Revaluation Losses 293 293
497 23,728 |Other Services Expenses 431 22271
476,117 0 [Funding to the CC 510,622 4]
494,522 461,616 |Gross Cost of Service 532,658 507,014
(70,756) (54,192) [Service Income (77,281) {57,074
423,766 407,423 |Net Cost of Service 455,378 449,540
(77) (77)|(Profit)/Loss on Disposal of Assets 98 a8
1,539 1,539 |Interest Payable and Similar 1,846 1,846
(34) (34)|Interest and Investment Income (20] (20)
=11 108,173 |IAS 19 Pension Net Interest 40 105,792
(74,083) (74,083)|Pension Top Up Grant (73,769) (73,769)
4 339 |1AS 19 Admin Fees 3 356
351,152 443,281 383,576 484,243
(133,069) (133,069) |Police Specific Revenue Grant (142,182) (142 182)
(80,110) (80,110)|Precept Income (83,428) (83,426)
2,608 2,608 |Deficit/Surplus on Collection Fund (1,908] (1,908]
(1,061) (1,061)|Capital Grants and Contribution (1,031) (1,031)
(121,553) (121,553} |Formula Funding [128,490) (128.490)
(3,570) (3,570)|Pensions Grant (3,570) (3,570)
(1,538) (1,538])|Council Tax Freeze Grant (1,538) (1,538)
(14,103) (14,103)|Council Tax Support Funding (16,503) {16,603)
(1,244) 90,885 |Deficit / (Surplus) on Provision of Services 4,831 105,498
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28.2 Disaggregation of Revenue from Contracts with Customers

This note considers revenue from contracts with customers under IFRS15, and disaggregates revenue from
these customers into primary product lines and timing of revenue recognition (i.e. goods transferred at a
point in time or services transferred over time).

2020/21 2021/22
GROUP & PCC GROUP & PCC

Policing Policing

Services Services

11,615 (seryices transferred over time 17,916
11,615 |Deficit / (Surplus) on Provision of Services 17,916

29 DEFINED BENEFIT PENSION SCHEMES

29.1 The Police Pension Scheme (Police Officers)

The Police Pension Scheme is a defined benefit scheme, governed by the Police Pensions Regulations 1987 and
related regulations. It is an unfunded scheme meaning that there are no investment assets built up to meet
the pension liabilities. Following the introduction of the new financial arrangements for police officer
payments, a top up grant is received from the Home Office to meet the costs of pensions. The amounts
remaining to be paid from the Police Grant are the notional employer contributions, charges for ill health
retirements and injury awards.

The police officers make a contribution of between 11.00% and 15.05% of their salary (depending on which
scheme they are in and their annual earnings). Intotal £19.111m in 2021/22 (2020/21 £18.310m) of members
contributions have been netted off against retirement benefits payable to pensioners in the Group financial
statements. The cost to the Group of employer’s contributions for police officers was £54.347m in 2021/22
(2020/21 £52.823m). The PCC does not recognise the cost of employing police officers and therefore does not
recognise any associated pension costs.

The fund is drawn up in accordance with the policies in the Statement of Accounting Policies. The fund’s
financial statements do not take into account liabilities to pay pensions and other benefits after the period
end. The weighted average duration of the defined benefit obligation is estimated at around 18 years for the
Old 1987 Police Pension Scheme, at around 35 years for the 2006 Police Pension Scheme and at around 35
years for the 2015 Police Pension Scheme.

As part of the terms and conditions of employment of its officers and other employees, the Group offers
retirement benefits. Although these benefits will not actually be payable until employees retire, the Group
has a commitment to make the payments which need to be disclosed at the time that the employees earn
their future entitlement. Details of liabilities for police officers are shown at Note 29.10.

29.2 The Local Government Pension Scheme (Police Staff)

The Local Government Pension Scheme (LGPS) for police staff is administered by Merseyside Superannuation
Fund. This is a defined benefit scheme, which is funded by a dedicated portfolio of assets to fund any liabilities
of the scheme. The Group and employees pay contributions into a fund, calculated at a level intended to
balance the pension liability with investment assets. In addition, the Group has made arrangements for the
payment of added years to certain retired employees outside the provision of the scheme. The cost to the
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Group of employer’s contributions for police staff was £12.172m in 2021/22 (2020/21 £11.533m) Note 29.11.
Details of liabilities for Police Staff are shown at Note 29.10.

The duration of the defined benefit obligation for the Police Staff Pension Scheme is estimated at 19 years for
the Group and 22 years for the PCC.

29.3 Sensitivity Analysis of Actuarial Assumptions

A sensitivity analysis has been included showing the possible impact on the net defined benefit obligation of
changes in the actuarial assumptions (see Note 29.9). The sensitivity analysis has been calculated by assessing
changes in the actuarial assumptions, including projected income and expenditure figures for the following
year. No assessment has been allowed for the effects of changes in the yields on corporate bonds, as this would
have an immaterial effect on the figures. It is important to note that all figures provided are approximate only
and would be expected to change were the figures fully recalculated.

29.4 Pensions Risk — Police Staff Pensions Scheme
Wirral Borough Council is the administering authority for Merseyside Pension Fund (MPF) (a Local Government
Pension Scheme — LGPS) and has delegated responsibility and accountability for overseeing the fund to the

Pensions Committee who have identified the following risks:-

Financial Risks

. Investment markets failing to perform in line with expectations;

o Market yields move at variance with assumptions;

. Investment Fund Managers fail to achieve targets; and

. Pay and price inflation is significantly more or less than anticipated.

Demographic Risks
. Longevity horizons continue to expand; and
o Deteriorating pattern of early retirements.

Regulatory Risks
o Changes to regulations; and
o Changes to national pension requirements and/or HMRC rules.

These risks are managed through the MPF Pensions Committee which meet 4 or 5 times a year and has set up
an Investment Monitoring Working Party which meets at least 6 times a year to monitor investment
performance and developments. The Committee has delegated powers to the Director of Finance of MPF for
the day to day running of the fund.

Risks are actively monitored between the full triennial actuarial valuations and the funding strategy is reviewed
between valuations if there are significant movements such as significant change in market conditions and/or
deviation in the progress of the funding strategy, if there are significant changes to the Fund membership, or
LGPS benefits, or other changes of circumstances.

29.5 Pensions Risk — Police Pensions Scheme

This situation is different for the Police Pension Scheme for which all future pensions obligations are effectively
under-written in full by legislation in the form of the Police Pension Fund Regulations 2007, which commits the
Government to funding all ongoing liabilities of the Police Pension Schemes 1987, 2006 and 2015 (through the
reimbursement mechanism of the police top up grant).
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29.6 Pension Costs Group
The Group recognises the cost of retirement benefits in the Cost of Services when employees earn them rather than when they are eventually paid as pensions.

However, the charge required to be made against the precept is based on the cash payable in the year, so the real cost of retirement benefits is reversed out in the
Movement in Reserves Statement. The following transactions have been made during the year:-

Local Government

Police Pension Scheme TOTAL

Pension Scheme

2020721 202122 2020721 202021 2020/21 2020721 2021722 202122 2021/22 2021722  2021/22

LOCAL LOCAL 1987 2006 2015 1987 2006 2015
GOV'T GOV'T POLICE POLICE POLICE TOTAL POLICE POLICE POLICE TOTAL ?g::F
SCHEME SCHEME SCHEME SCHEME SCHEME SCHEME SCHEME SCHEME
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Met Cost of Services
Current service cost 20,450 27,406 12,450 490 32,990 95,930 6,190 360 103,110 109,660 137,066
Past service cost 29 24 110 10 340 960 B0 10 1,230 1,300 1,324
Administrative expenses 339 356 o o ] ] o o 4] 0 356
Met Operating Expenditure
Interest cost 14965 15,939 91,700 4780 7,300 103,780 85,550 5,700 9,580 100,840 116,779
Expected return on assets {10,572) (10,987) 1) 1) 0 0 1] (1] (1] ] (10,987)
Loss on curtailments o 0 o o 0 0 0 0 0 0 0
Net charge to the CIES® 25,211 32,738 104,260 5,280 91,130 200,670 91,800 6,070 113,930 211,800 244,538
Movement in Reserves Statement
Reversal of net charges made for retirement (25,211)] (32,738)| (104,260)]  (5,.280)| (91,130)| (200,670)] (o1,800)|  (6,070)| (113,930)| (211,800)| (244,538)
benefits in accordance with 1A519 ! ' ! ! " ! ! !
Actual amount charged against revenue for pensions
in the year:
Employers contributions payable to the scheme
and retirement benefits payable to pensicners 11,533 12,172 140,780 360 (14,050) 127,090 145,450 270 (16,300} 129420 141,592
1A% 19 remeaszurements charged against other
L _ (39,382) 58,761 379,320 28,790 33,360 441,470 22,520 13,490 6,970 42,980 101,741
comprehensive income and expenditure

* Comprehensive Income and Expenditure Statement
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29.7 Pension Assets and Liabilities Recognised in the Balance Sheet

The liabilities show the underlying commitments that the Group has in the long-run to pay retirement benefits. The total net liability of £5,294m has a substantial
impact on the net worth of the Group as recorded in the Balance Sheet, resulting in a Group net liability of £5,042m. However, statutory arrangements for funding
the deficit means that the financial position of the Group remains healthy:-

. The deficit on the Local Government Scheme will be made good by increased contributions over the remaining working life of employees, as assessed by the
scheme actuary; and
. From 1°* April 2006 the payments made in the year for police pensions are partly funded from a Home Office grant under new funding arrangements.

Liabilities have been assessed on an actuarial basis using the projected unit method, an estimate of the pensions that will be payable in future years dependent on
assumptions about mortality rates, salary levels etc. The Local Government Scheme liabilities have been assessed by Mercer Ltd, an independent firm of actuaries.
Estimates for the Local Government Scheme are based on the latest full valuation of the scheme as at 31 March 2019. The Police Scheme liabilities have been

assessed by the Government Actuary’s Department using data provided by Group.

The amount included in the Group Balance Sheet arising from the Group’s obligation in respect of its defined benefit plans is as follows:

e S Police Pension Scheme Total
Scheme
31st March 31st March 31st March 31st March 31st March 31st March 31st March 31st March 31st March 31st March 31st March 31st March
2021 2022 2021 2021 2021 2021 2022 2022 2022 2022 2021 2022
LOCAL GOV'T|LOCAL GOV'T| 1987 POLICE | 2006 POLICE | 2015 POLICE TOTAL 1987 POLICE | 2006 POLICE | 2015 POLICE TOTAL GRAND GRAND
SCHEME SCHEME SCHEME SCHEME SCHEME SCHEME SCHEME SCHEME TOTAL TOTAL
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Estimated liabilities in
scheme (762,889)|  (777,047)| (4,346,736)]  (284,740)  (419,410) (5,050,886) (4,270,566)]  (277,050)|  (542,670)| (5,090,286) (5,813,775)| (5,867,333
Estimated assets in
scheme 520,999 573,352 0 0 0 0 0 0 0 0 520,999 573,352
Net liability (241,890)]  (203,695)| (4,346,736)]  (284,740)  (419,410)] (5,050,886)] (4,270,566)]  (277,050)]  (542,670) (5,090,286)| (5,292,776) (5,293,981)
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29.8 Actuarial Assumptions

The main assumptions used in the calculations for the Group and the PCC have been:

Local Government Local Government Police
Pension Scheme - CC Pension Scheme - PCC Pension Scheme

31st March 31st March  31st March 31st March 31st March 31st March

2021 2022 2021 2022 2021 2022
Rate of inflation 2.7% 3.3% 2.7% 3.2% 2.4% 3.0%
Short term rate of increase in salaries 4.2% 4.8% 4.2% a4.7% 4.2% 4.8%
Long term rate of increase in salaries nfa nfa nfa nfa 4.2% 4.8%
Rate of increase in pensions 2.8% 3.4% 2.8% 3.3% 2.4% 3.0%
Rate for discounting scheme liabilities 2.1% 2.8% 2.2% 2.8% 2.0% 2.7T%
Maortality Rates [in years)
Longevity at 65 for future pensioners (Men) 226 22.4 22.6 22.4 23.7 22.1
Longevity at 65 for future pensioners (Women) 26.0 25.9 26.0 259 253 23.8
Longevity at 65 for current pensioners (Men) 21.0 20.9 21.0 20.9 22,0 23.8
Longevity at 65 for current pensioners (Women) 24.1 24.0 24.1 24.0 23.7 25.4

29.9 Actuarial Assumptions — Sensitivity Analysis

2021/22
Local Gov't
Pension Police Pension Scheme
Scheme
2006 2015
1987 SCHEME i
SCHEME SCHEME
Change in Actuarial Assumption £000 £000 £000 £000 £000
Unadjusted deficit (203,695)| (4.270566)| (277.050)| (s42.670) (5,293,981)
+0.1% change in discount rate 14 809 70,400 8,600 17,200 110,809
+0.1% change in pay growth (salaries) (2,502) (5,000) (4,000) 1] (11,502)
+0.1% change in inflation (pensions) (14,889) (53,400) (5,400) (19,200) (102,889)
+1 year increase in life expectancy (23,085) (154,000) (8,000) (16,000) {201,085)
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29.10 Reconciliation of Present Value of Scheme Liabilities Group

LGPS Funded Liabilities Police Pension Scheme Unfunded Liabilities
2020/21 2021/22 2020/21 202122
2006 2015 2006 2015
1987 SCHEME SCHEME SCHEME TOTAL 1987 SCHEME SCHEME SCHEME TOTAL GRAND TOTAL
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
As at 1st April {627,516)| (762,889) {4,139,386)| (212,250)| (275,980 (4,627,616)| (4,345736)| (284,740)| (419,410) (5,050,886)| (5,813,775)
Current service costs [20,450) (27,406) [12,450) [490) [82,990) (95,230) [8,190) [360) (103,110) (109,660 (137,066)
Interest costs {14,965] [15,939) {91,700) {4,780) {7,300 [103,780) {85,550) {5,700) {9,550) {100,840) [116,779)
Members contributions [4,448) (4,674) [2,140) (120) [16,050) (18,310) [960) [20) (18,230) (19,280) (23,954)
145 19 remeasurements (107,674) 21,135 (243,870) (67,570) {38,250 [349,690) 22,520 13,490 6,970 42,980 64,115
Benefits paid 12,153 12,750 142 920 480 2,000 145,400 146,410 360 1,930 148,700 161,450
Past service costs i29) 24) (110) {10) (840) [960) {60) (10) (1,230 (1,300) (1,324}
As at 31st March [762,889) (777,047} (4,346,736) (284,740) (419,410) (5,050,886) (4,270,566) (277,050) (542,670) (5,090,286) [5,867,333)

29.11 Reconciliation of Present Value of Scheme Assets Group

LGPS Funded Assets

2020/21 2021/22

£000 £000
As at 1st April 438,686 520,999
Expected return on assets 10,572 10,987
Administrative expenses (339) [356)
1AS 19 remeasurements 68,292 37,626
Employers contributions 11,533 12,172
Members contributions 4,448 4,674
Benefits paid [12,193) [12,750)
As at 31st March 520,999 573,352
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29.12 Fair Value of Plan Assets Group

Assets as at 31st March

Assets as at 31st March

2021 2022
£000 F £000 %
Equity investments 264,820 50.2% 284,517 49.6%
Government bonds 6,720 1.3% 6,175 1.1%
Other bonds 59 707 115% 65,646 11.4%
Property 46,735 9.0% 54,927 9.6%
Cash/liquidity 11,775 23% 12,300 2.1%
Other 131,242 25.2% 149,787 26.1%
Total 520,999 100.0% 573,352 100.0%

29.13 Scheme History Group

2016417 201718 2018719 2019420 2020/21 2021722
£000 £000 £000 £000 £001 £000
Present Value of Scheme Liabilities
Local Government Pension Scheme [597,297) [593,357) (6B7,229) (627,518) (762,889) (777,047)
Police Pension Scheme {4,606,490)| (4,588,700)| (4,990,550)| (4,627,616) (5,050,886)| (5,000,286
[5,203,787)| (5,182,057)| (5,657,779)| (5,255,132)| (5,813,775)| (5,867,333)
Fair Value of Assets (LGPS)
Local Government Pension Scheme 396,729 410,494 438,554 438,686 520,999 573,352
Deficit in Scheme
Local Government Pension Scheme {200,568) {182,863) (228,675) {188,830) {241,890) (203,695)
Police Pension Scheme {4,606,450)| (4,588,700)| (4,990,550)| (4,627.616) (5.050,886)| (5,090,286)
(4,807,058)| (4,771,563)| (5,219,225)| (4,816,446)| (5,292,776)| (5,293,981)
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29.14 Remeasurements of the Net Defined Benefit Liability Group

Local Government Scheme
Difference between the expected and actual
return on assets

Differences hetween actuarial assumptions
about liahilities and actual experience

Changes in the demographic and financial
assumptions used to estimate liabilities

Police Pension 5cheme
mifference between the expected and actual
return on assets

Changes in the demographic and financial
assumptions used to estimate liabilities

Total 1AS 19 Remeasurements

2016/17 2017/18 2018/19
£000 % £000 % £000
55,553 14.0 (380) (0.4)| 12,731

0 0 0
(100,551) 25.3 29,238 (7.1)| (40,402)
{44,998) 28,858 (27,671)

0 0 0
(774,580) 16.8| 87,950 (1.9)| (131,600)
(774,580) 87,950 (131,600)
(819,578) 116,808 (159,271)

2.9

9.2

2.6

2018/20

£000

(14,354)

70,138

55,784

441,470
441,470

497,254

2.9

9.2

2.6

2020/21
£000

68,292

(107,674)
[39,382)

(349,690)
(349,690)

(389,072)

15.6

24.5

8.1

2021/22
£000

37,626

21,135

58,761

42,980
42,980

101,741

7.2

(3.1)

(0.9)
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29.15 Plan Asset Fair Value Disaggregation Group

Group 2020f/21 202122
£000 £000 £000 £000 £000 £000
Quoted No Quoted Quoted No Quoted
Asset Classification Market Market TOTAL Market Market TOTAL
price price price price
Equities
UK 78,823 10,368 89,191 84,214 9,527 93,741
Global 122,018 53,611 175,629 127,968 62,808 190,776
200,841 63,979 264,820 212,182 72,335 284,517
Bonds
UK Government G, 720 o 6,720 6,175 0 6,175
UK Corporate 17,350 0 17,350 16,769 0 16,769
UK Index Linked 41,263 0 41,263 47947 0 47,947
Overseas Corporate 2,814 1] 2,814 2,812 0 2,812
Derivative Contracts {1,720) 0 {1,720) (1,882) 0 {1,882)
66,427 0 b6,427 71,821 0 71,821
Property
UK Direct Property o 24,696 24,696 0 31,051 31,051
UK Property Managed 938 9,170 10,108 706 8,821 9,527
Global Property Managed 0 11,931 11,931 0 14,349 14,345
938 45,797 46,735 706 54,221 54,927
Other
UK Private Equity 1] 10,420 10,420 29 16,290 16,349
Global Private Equity 1] 33,813 33,813 0 35,756 35,756
UK Hedge Funds 833 3,126 3,959 B83 2,353 3,236
Global Hedge Funds o 19,381 19,381 0 20,113 20,113
Global Infrastructure 0 14,848 14,848 i} 17,207 17,207
UK Infrastructure 678 18,913 19,591 0 25,604 25,604
UK Opportunities 157 10,212 10,369 0 10,585 10,585
Global Opportunities 730 18,131 18,861 941 19,936 20,877
2,398 128,844 131,242 1,883 147,904 149,787
Cash
Cash Accounts 11,775 0 11,775 12,300 0 12,300
Cash Instruments 0 0 0 0 0 0
282,379 238,620 520,999 298,892 274,460 573,352

29.16 Claims Arising from the Transitional Provisions in the Police Pension Regulations 2015

Claims of age discrimination were brought in relation to the terms of transitional protection by groups of
firefighters and members of the Judiciary in the McCloud/Sargeant legal case (referred herein as “McCloud”)
and the Court of Appeal handed down its judgment on this claim on 20 December 2018, ruling that the
transitional protection arrangements were discriminatory on the basis of age. As a result, the cost control
element of the 2016 valuation was paused whilst the Government addressed the need to remedy this
discrimination across all public service pension schemes. The cost cap mechanism for the 2016 valuation has
since been un-paused and the calculations complete, with the outcome being no changes to benefits or
contributions.

Past service costs were included in the 2018/19, 2019/20 and 2020/21 accounts and the 2021/22 service cost
allows for the higher expected cost of accrual under McCloud.
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30 CONTINGENT ASSETS & LIABILITIES

30.1 Contingent Assets

There are no contingent assets at 31°* March 2022.

30.2 Contingent Liabilities

There are no contingent liabilities at 31%* March 2022.

88



ANNUAL FINANCIAL REPORT 2021-22

PENSION FUND ACCOUNT

The CC is responsible for administering the Police Pension Fund in accordance with the Police Reform and
Social Responsibility Act 2011. During the year all payments and receipts are made to and from the Police Fund.
The Pension Fund Account reflects the pension arrangements from 1% April 2021 to 31 March 2022 and does
not take account of liabilities to pay pensions or other benefits after the period end. The pension transactions
are split between two separate accounts. The Pension Fund Account has no investment assets and all of its
transactions are reimbursed by a contribution from the PCC that the PCC recoups from central Government
through the Pensions Top-Up Grant. The remainder of Pensions expenditure resides within the Group, and can
be found in the PCC, the CC and Group Statement of Accounts. The Pension Fund Account has been prepared
in line with similar accounting policies to the PCC and Group. This statement does not form part of the PCC or
Group Statement of Accounts.

202021 Pension Fund Account 2021/22
Income
Contributions Receivable
(42,505} |Palice employers pension contribution income (44,854)
(2,141) [Employees pension contributions (Police Pension Scheme 1987) (959)
(115} |Employees pension contributions (Police Pension Scheme 2006) (93)
(15,999} |Employees pension contributions (Police Pension Scheme 2015) (18,058)
Other
{952} |Police transfer value receivable (1,293)
{1,099} |Capital equivalent income - ill health pensions (1,273)
(62,811)|Total Income (66,531)
Expenditure
Benefits Payable
118,234 |Police pensions 120,796
1,099 |Police ill health commutations 1,273
17,394 |Police ordinary commutations 18,222
0 |Additional commutation in respect of GAD v Milne 4]
113 [Police death in service grant 1]
Other
0 |Refunds of contributions 1]
54 |Police transfer value payable 9
136,894 |Total Expenditure 140,300
74,083 |Net Amount Payablef{Receivable) before top-up grant 73,769
(74,083) |Additional contribution from the PCC (73,769)
{0)|Net Amount Payable/{Receivable) 0

31st March MNet Assets Statement 31st March
2021 2022
£000  [Net Current Assets and Liabilities £000

Creditors/Receipts in Advance 0

0 |Unpaid pension benefits 0

0 |Employers contributions received in advance 0

0 |Employees contributions received in advance 0

0 [Amount to be reimbursed to PCC for refund of pension benefits 0

Debtors/Prepayments

0 |Owed to pension fund from PCC for unpaid pension benefits 0

0 |Refund of pension benefits 0

0 |Total Net Assets 0
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Annual Governance Statement
Office of the Police and Crime Commissioner for Merseyside

Annual Governance Statement
1. Scope of Responsibilities

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

In discharging this overall responsibility, the PCC is also responsible for putting into place proper
arrangements for the governance of its affairs and facilitating the exercise of its functions, which includes
ensuring that a sound system of internal control is maintained through the year and that arrangements are
in place for the management of risk. In exercising this responsibility, the PCC places reliance on the Chief
Constable to support the governance and risk management processes.

The PCC and Chief Constable have approved and adopted a Joint Code of Corporate Governance, consistent
with the principles of The Chartered Institute of Public Finance and Accountancy (CIPFA)/ The Society of
Local Authority Chief Executives (SOLACE) Framework: Delivering Good Governance in Local Government
2016, which sets out the PCC’s and Chief Constable’s shared approach to integrating the core good
governance principles into the conduct of the business, and sets out the arrangements for reviewing their
effectiveness. A copy of the Code is available on the PCC’s website at www.merseysidepcc.info.

This statement explains how the PCC has complied with the Code and also meets the requirements of
Regulation 6 and 10 of the Accounts and Audit regulations 2015 in relation to the review of the internal
control system and the publication of the Annual Governance Statement.

In drafting the PCCs Annual Governance Statement reliance has been placed on the governance processes
within the Merseyside Police Service, as reflected in the Chief Constable’s Annual Governance Statement
which is published alongside the accounts of the Chief Constable.

2. The Purpose of the Governance Framework

Governance comprises the arrangements put in place to ensure that the intended outcomes for stakeholders
are defined and achieved. To deliver good governance in the public sector, both governing bodies and
individuals working for public sector entities (e.g., the PCC and Chief Constable) must try to achieve their
entity’s objectives while acting in the public interest at all times. Acting in the public interest implies primary
consideration of the benefits for society, which should result in positive outcomes for service users and
other stakeholders.

Although the Chief Constable is responsible for operational policing matters, the direction and control of
police personnel, and for putting in place proper arrangements for the governance of the Force, the PCC is
required to hold them to account for the exercise of those functions, and those of the persons under their
direction and control. It therefore follows that the PCC must satisfy herself that the Force has appropriate
mechanisms in place for the maintenance of good governance, and that these operate in practice.
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3. The Governance Framework

The Governance Framework comprises the systems, processes, culture and values by which the PCC is
directed and controlled, and the activities through which she accounts to and engages with the community.
It enables the PCC to monitor the achievement of her strategic objectives and to consider whether those
objectives have led to the delivery of appropriate, cost-effective services, including achieving 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 therefore only provide a reasonable, and not an absolute, assurance of effectiveness. The
system of internal control is based on an on-going process designed to identify and prioritise the risks to the
achievement of the PCC’s policies, aims and objectives, to evaluate the likelihood of those risks being
realised and the impact should they be realised, and to manage them effectively, efficiently and
economically.

Financial management arrangements conform to the CIPFA Statement on the Role of the Chief Financial
Officer of the Police and Crime Commissioner and the Chief Financial Officer of the Chief Constable (2014).
The Joint Corporate Governance Framework makes specific references to the CIPFA statement in the Role of
Chief Financial Officer of the Police and Crime Commissioner and the Chief Financial Officer of the Chief
Constable (2014) in a number of sections including setting out the key responsibilities, implementing good
practices in transparency, reporting, and audit, to deliver effective accountability, and outlining the
corporate processes, which underpin this commitment.

The core principles that underpinned the governance framework are detailed below, as well as examples of
the behaviours and outcomes that demonstrated recognition that the relevant principles were in place
during the year.

A. Behaving with integrity, demonstrating strong commitment to ethical values, and respecting the rule
of law.

The PCC signed a personal code of conduct on how she would act when fulfilling her role and to abide
by the seven Nolan principles, as well as treat all people with fairness and respect at all times.

The PCC also disclosed details of all expenses claimed and gifts and hospitality received or given on the
PCCs web site. Procedures were also in place to enable any conflicts of interest to be recorded if
required.

The PCCs Chief Executive acted as Monitoring Officer to ensure that the PCC and the OPCC act within
the law at all times. The PCC has established policies and procedures for dealing with complaints against
the Chief Constable and the PCC and her staff. During the year there were no reports to the Monitoring
Officer with regard to illegal or inappropriate conduct. A complaint was received regarding the Chief
Executive and this was dealt with by the PCC under the approved complaints procedures.

Compliance to the Corporate Governance Framework and the Home Office Financial Management Code
of Practice ensured that the good governance principles were embedded within the way the Office of
the Police and Crime Commissioner for Merseyside (OPCCM) and Merseyside Police operated. As such,
the PCC and Chief Constable set the tone for their respective organisations by creating a climate of
openness, support and respect.
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B. Ensuring openness and comprehensive stakeholder engagement.

The PCC was fully compliant with the Elected Local Policing Bodies (Specified Information) Order 2011
which sets out the information all Police and Crime Commissioners must make public. This information
was published on the PCCs web site. In addition, during the course of the year the PCC published 53 key
and other decisions on her web site. All the key decisions were scrutinised and endorsed by the Police &
Crime Panel.

The PCC published a detailed Reserves Strategy to provide greater clarification on what reserves were
being held and demonstrated that the PCC was compliant with Home Office guidance on police
reserves.

In January 2022, the PCC commissioned an independent research company to undertake a robust and
representative telephone survey to ask the general public whether they would support increasing the
precept by £10. Overall, a total of 59% of the respondents said they would be willing to support the
increase. The Police & Crime Panel were notified of the proposal to increase the precept and following
consideration of the evidence presented, the panel issued a report and ‘unanimously agreed to
endorse the Commissioners proposal for a £10 (1.e. 4.41%) increase in precept. Consequently, the
precept was increased to the maximum allowable without the need to hold a referendum.

The PCCs Community Engagement team were successfully embedded into the local policing areas and
corresponding local authorities. They were fully engaged with the public, with partner agencies and the
police, and had a clear view of the local picture in relation to crime reduction and community safety.

During the year, the Community Engagement Team and the PCC attended 373 community and wider
community safety related meetings. This included talking to 4,691 members of the public and a further
5,649 community safety partners on a wide range of issues, including consulting on the PCC’s Police and
Crime Plan, Violence Against Women and Girls strategy and wider issues such as hate crime, anti-social
behaviour and road safety. In compliance with the Government’s Covid-19 guidelines many of these
meetings were completed virtually via Skype, Teams or Zoom.

C. Defining outcomes in terms of sustainable service and economic benefits.

The PCC is required by law to produce a Police and Crime Plan for Merseyside. The Plan sets out the
clear priorities on which the PCC and her partners will focus their work and the ways in which
Merseyside Police will use its resources to deliver excellent policing for the communities of Merseyside.
In October 2021 the PCC published the Police and Crime Plan covering 2021 to 2025. The plan sets out
three clear priorities which will set the strategic direction for the PCC's work during her term of office
and how she will work with Merseyside Police and partners to deliver your policing and community
safety priorities. The Plan focuses on three key priority areas:-

o Fighting Crime; Proactive Policing
° Supporting Victims; Safer Communities
o Driving Change; Prevent Offending

At the time of writing the PCC was finalizing the 2021/22 Annual Report following consideration by the
Police & Crime Panel. The report details the extensive work carried out by the PCC over the last financial
year and gives the public the chance to review and appraise her progress in delivering her police and
crime priorities. It also covers the PCC's work to engage with the communities of Merseyside, including
her campaigns and the work she carries out in partnership with Merseyside's community safety
organisations and the progress of her Victim Care Merseyside service.

The PCC also submitted progress reports to the Police and Crime Panel on each priority during the year.
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The PCC, after careful consideration of the options available to her regarding the precept, increased the
precept to the referendum threshold, the level at which the PCC could without the need to hold a
referendum. Despite maximising the precept, the Chief Constable is still required to identify £2.934m of
savings and the PCC approved the utilisation of £2.253m of earmarked reserve to balance the budget in
2022/23. These decisions enabled the Chief Constable to maintain the 660 Police Officers under
‘Operation Uplift’, but also more importantly provides the PCC and Chief Constable with more time to
identify and implement the necessary savings plans to balance the budget over the medium term. With
regard the medium term, the assumptions underpinning the financial strategy have been updated and
it is now estimated that over the medium term an overall savings requirement of 13.733m will be
required.

D. Determining the interventions necessary to optimise the achievement of the intended outcomes.

The Corporate Governance Framework was reviewed and amended to reflect best practice.

The PCC and the Chief Constable maintained and reviewed the Medium-Term Financial Strategy which
formed the basis of the annual budget and will provide a framework for evaluating future proposals.
The Medium-Term Financial Strategy highlighted the significant financial and operational challenges
facing the PCC and the Force over the next five years to balance its budget and achieve the Police and
Crime Plan objectives.

The PCC also reviewed the OPCCM Risk Register ensuring that all key strategic risks had been identified
and controls were put in place to mitigate the potential risks identified. The PCC also had oversight of
the Forces Risk Register and strategies to reduce the risks identified.

The Estate Strategy continued to be implemented and a number of key decisions were taken during the
year including the approval of additional budget, due to an increase in costs brought about via a
combination of the Covid-19 pandemic and Brexit, to enable the completion of the redevelopment of St
Anne’s Street Police Station.

The PCC Change Governance Group met on several occasions to consider detailed savings and
reinvestment proposals from the Chief Constable and endorsed a number of significant changes to the
Force operating model, including the reviews of People Services, the OHU/Wellbeing and the print unit.

E. Developing the entity’s capacity, including the capability of its leadership and the individuals within
it.

The performance development review processes ensured that effective arrangements were in place for
reviewing performance and agreeing action plan(s) which included any training and development
needs.

Training and awareness sessions were held for the members of the Joint Audit Committee.
The PCC was a member of the national Association of Police and Crime Commissioners (APCC).

F. Managing Risks and Performance through Robust Internal Control and Strong Public Financial
Management.

The PCC holds the Chief Constable to account for the performance of the Force against her key
priorities. The Forces performance was monitored through the PCCs quarterly Force Scrutiny meetings.
The Police & Crime Panel and the HMICFRS also monitored the performance of the PCC and the Force
respectively.
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The PCCs scheme of corporate governance defined the parameters for key roles in the corporations’
sole including schemes of delegations and/or consents from the PCC or Chief Constable, financial
regulations and contract standing orders.

The Joint Audit Committee oversaw the completion of the work of Internal and External Audit during
the year and ensured that actions arriving from their work had been addressed. In compliance with the
Government’s Covid-19 guidelines these meetings were completed virtually via Skype.

The OPCCM manages its data within the bounds of legislation governing the protection of data,
ensuring that all data was appropriately stored and shared where necessary. The OPCCM utilised the
Force IT system to store electronic data and complied with the Forces policies and procedures relating
to ICT Acceptable Use and Record Management to safeguard the confidentiality, integrity and
availability of its information. Physical data within the OPCCM was held securely with appropriate office
and cabinet security provided. In addition, information was provided to members of the public under
the Freedom of Information Act, with requests and responses published on the PCC’s website, the
Accounts and Audit Regulations and the Local Audit and Accountability Act 2014.

The PCC had a number of arrangements in place to minimise the possibility of fraud, these included
having a whistleblowing policy and procedure in place and taking part in the National Fraud Initiative,
which is a national exercise that matches electronic data within and between public and private sector
bodies, such as payroll, pensions and benefits data.

G. Implementing Good Practices in Transparency, Reporting, and Audit to Deliver Effective
Accountability.

The PCC has a well-established web site on which all key decisions made during the year were
published, along with the Annual Report. The Police and Crime Panel scrutinised and endorsed all the
key decisions taken, as well as the Annual Report. All the information required under the Elected Local
Policing Bodies (Specified Information) Order 2011 was also published on the web site.

The PCCs Force Scrutiny meetings were held during the year in order to hold the Chief Constable to
account and the agenda’s, Force presentations and minutes from the meetings were published on the
PCC’s web site.

The Joint Audit Committee oversaw the completion of the work of Internal and External Audit during
the year and ensured that actions arriving from their work was addressed. The Unaudited Draft Annual
Statement of Accounts have also been produced and published on time.

In accordance with the Accounts and Audit Regulations 2015 the Annual Statement of Accounts includes
a Narrative Statement. The statement provides information on the financial and non-financial
performance, as well as the economy, efficiency and effectiveness in its use of resources over the
financial year.

In accordance with the Police Act 1996 the PCC is required to formally comment on the HMICFRS
inspection reports that relate to their Force. During the year, the PCC made and published comments on
11 reports received from the HMICFRS, along with the reports and the Forces responses, on the PCC’s
web site. These responses include a review of the policing of domestic abuse during the pandemic, the
annual state of policing report and the criminal justice journey for individuals with mental health issues.
These inspection reports form part of the PCC’s scrutiny meetings, particularly regarding the progress
against the implementation of recommendations and areas for improvement.
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4, Review of Effectiveness

The PCC has responsibility for conducting, at least annually, a review of the effectiveness of the Governance
Framework, including the system of internal control and internal audit. The Chief Officers within the OPCCM
have undertaken these reviews by reviewing the Assurance Framework, in particular taking into account the
work of the Joint Audit Committee and Shared Internal Audit Service. Reports and comments made by the
External Auditors Grant Thornton, the Police and Crime Panel and Her Majesty's Inspectorate of
Constabularies and

Fire & Rescue Service (HMICFRS) have also informed this review, as well as observations and evidence from
the PCC Governance meetings.

Assurance Framework

The PCC has an Assurance Framework, which is a structured means of identifying and mapping the key
sources of assurance within the OPCCM and comprises of evidence to support the Annual Governance
Statement. The key assurances are:-

(i) OPCC Chief Officers Annual Assurance Statements

The PCC has appointed two Statutory Officers, i.e., the Chief Executive (who also acts as the Monitoring
Officer) and Chief Finance Officer, to support the PCC in ensuring compliance.

Chief Executive —is the Head of Paid Service and undertakes the responsibilities of Monitoring Officer. The
Monitoring Officer is responsible for ensuring that, at all times, the PCC acts within its legal powers.

Chief Finance Officer - similarly, in accordance with Section 151 of the Local Government Act 1972, the Chief
Finance Officer is the Officer responsible for ensuring the proper administration of the PCC’s financial affairs.
In addition, the PCC's financial management arrangements conformed to the governance requirements of
the CIPFA Statement on the Role of the Chief Financial Officer of the Police and Crime Commissioner and the
Chief Finance Officer of the Chief Constable (2014).

There is a requirement for both statutory Officers to complete an annual assurance statement confirming the
effectiveness of the governance arrangements that were in place during the past year. Both Chief Officers
have completed their annual assurance statements certifying that they are confident that the systems of
internal control that existed during 2021/22 enabled the PCCs objectives to be met. In addition, during the
year there have been no reports from the Monitoring Officer with regard to illegal or inappropriate conduct.

(i) Shared Internal Audit Service

The primary role of Internal Audit is to give assurance to the PCC and Chief Constable, through the Joint
Audit Committee, on the effectiveness of the controls in place to manage risks. To this end the Head of
Internal Audit delivers an annual opinion on the effectiveness of the Governance, Risk Management
arrangements and internal control environment reviewed by the Shared Internal Audit Service. This annual
opinion is one of the key sources of evidence in support of the Annual Governance Statement. Any issues
identified during an audit were dealt with initially in the relevant audit report, with any major control
weaknesses initially being reported to the Chief Finance Officers. Significant governance failures identified
through general audit work are referred to the Joint Audit Committee.

The Head of Internal Audit is responsible for the day-to-day management of the Shared Internal Audit

Service and reports directly to the Chief Finance Officers. Direct access to the PCC, Chief Constable and the
Chair of the Joint Audit Committee is also sanctioned if considered appropriate. The Head of Internal Audit
plays a critical role in delivering the PCCs, and Chief Constables, strategic objectives which conforms to the
CIPFA Statement on the Role of the Head of Internal Audit (2010). This is through objectively assessing and
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providing an opinion on the adequacy of governance and management of existing risks and commenting on
responses to emerging risks and proposed developments.

The terms of reference for the Shared Internal Audit Service require that work is conducted in accordance
with Public Sector Internal Audit Standards. In addition, Internal Audit work is subject to regular reviews by
the External Auditor, the findings of which are reported through their Annual Report.

Internal Audit’s plans and performance are reported annually to the Joint Audit Committee. The Internal Audit
plan for 2021/22 included the reviews of the effectiveness of the governance arrangements covering areas
such as compliance to Home Office grants terms and conditions, a review of the key process and controls
relating to the delivery of the PCC’s Treasury Management Strategy to ensure they are working effectively,
and reviews of the internal controls and governance arrangements for relating to the general ledger and
accounts payable financial system.

On the basis of the internal audit work undertaken in 2021/22, including the outcomes of follow up work on
actions agreed with management, the Head of Shared Internal Audit Service is satisfied that sufficient
assurance work has been carried out to allow him to form a reasonable conclusion on the adequacy of risk
management, governance and internal control. In his opinion the PCC for Merseyside’s and the Chief
Constable’s risk management, governance and control arrangements are reasonable and audit testing has
confirmed that controls are generally working effectively in practice. Where internal audit work has identified
scope for improvements, the management response has been appropriate and action plans have been agreed.

In accordance with the Accounts and Audit Regulations 2015 the PCC once again conducted a review of the
effectiveness of its system of Internal Audit. Consequently, the Head of Shared Internal Audit Service
undertook a self-assessment of compliance against the Local Government Application Note to the Public
Sector Internal Audit Standards (PSIAS) developed by CIPFA, using the checklist detailed within the Appendix
of the note to form the basis of the judgment. The Head of the Shared Internal Audit Service has completed
the self-assessment and there are no issues to report.

PSIAS also require that all internal audit functions be subjected to an external evaluation every 5 years. A
peer review has been arranged for completion in 2022 to be undertaken by the Head of Internal Audit of
Greater Manchester Police. The Head of Internal Audit will present their independent assessment at a future
meeting of the Committee. The principal objectives of the assessment are:-

J To review Shared Internal Audit Service (SIAS) conformance with Public Sector Internal Audit
Standards;

. To evaluate the effectiveness of SIAS internal audit activity; and

. To identify opportunities to enhance management and work processes.

In making assessments the peer group will adopt The Institute of Internal Auditor’s (llIA) Quality Assessment
Manual ratings: “Generally Conforms,” “Partially Conforms,” and “Does Not Conform.”

(iii) External Audit

The PCC’s governance arrangements and the system of internal financial control are subject to external audit
review, via the audit of the PCC’s statements of accounts and the outcome of its work to assess the PCC’s
arrangements for securing value for money in its use of resources. The PCC and Chief Constables external
auditors are Grant Thornton. Grant Thornton’s plans and reports, including the Joint Audit Findings Report
and the Annual Report, are considered by the PCC and the Audit Committee at appropriate times during the
annual cycle of meetings.

During 2021/22 Grant Thornton published its Joint Audit Finding Report and Annual Report relating to
2020/21. They gave an unqualified opinion on the Group, PCC and Chief Constables financial statements in
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November 2021. In addition, in April 2022 Grant Thornton published their assessment of the PCC’s and Chief
Constable’s arrangements to secure economy, efficiency and effectiveness in their use of resources. Under
the National Audit Office guidance, external auditors are required to assess the arrangements under three
areas, financial sustainability, Governance and improving economy, efficiency and effectiveness. Grant
Thornton found no significant weaknesses in the arrangements identified, but five improvement
recommendations were made.

At the time of writing Grant Thornton were undertaking their audit review of 2021/22, with the aim of
issuing their opinions by 30" November 2022.

(iv) Joint Audit Committee

The PCC and Chief Constable have established a Joint Audit Committee. Its role is to provide an independent
review of the effectiveness of governance, risk management and control frameworks, financial reporting and
annual governance processes, internal and external audit, and treasury management.

CIPFA recommends that Audit Committees report regularly on their work and, at least annually, assess their
performance. To this end the Committee produced its annual report setting out how the Committee fulfilled
its responsibilities in 2021/22. The Committee’s overall conclusions on the PCC’s and Chief Constable’s
governance arrangements are that it has received assurances on the operation of the systems of
governance, risk management, financial reporting and annual governance statements preparation. Its work
has not identified any significant control risks and the Committee concludes that the arrangements reviewed
remain adequate and effective.

In accordance with the CIPFA’s guidance to Police Audit Committees, the Audit Committee reviewed its own
performance against good practices and members believe it has been effective. There are opportunities to
develop further through training, and an action plan has been developed to address the areas identified by
the Committee. In implementing the action plan and identifying fresh champion roles, the Committee aims
to become more effective during 2022/23.

The Committee recognises the significant challenges facing the Chief Constable and the PCC. In addition to
dealing with Operation Uplift, the Violence Reduction Partnership and what is hoped is the aftermath of
Covid-19, they must also continue to meet savings requirements from the medium-term financial strategy.
Although the financial position has improved in 2021/22, there remain risks and uncertainties that could
have an adverse effect on this. The Committee looks forward to continuing to support the Chief Constable
and the PCC in developing governance arrangements as they address these challenges.

(v) Merseyside Police and Crime Panel

In accordance with the Police Reform and Social Responsibility Act 2011 each police area has to have a Police
and Crime Panel (PCP). Consequently, Merseyside PCP has been established. The PCP is made up of 10
elected representatives from the local authorities within the Merseyside police force area plus two

independent co-opted members. Knowsley MBC is the host authority.

The Panel’s responsibilities include:-

. Reviewing the PCC draft Police and Crime Plan (or a variation of it) and submit a
report/recommendation on it;

. Reviewing the PCC Annual Report and submit a report /recommendation on it (this requires the
Panel to have a public meeting at which it will question the PCC on the content of the document);

. Reviewing the PCC proposed precept for the financial year and submit a report/recommendation on

it — this includes the Panel having the power of veto;
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o Holding confirmation hearings for the following:-
- the PCC proposed appointment of a Chief Executive and Chief Finance Officer (two separate
statutory roles);
- the appointment of a new Chief Constable (this includes the Panel having a power of veto over the
PCC initially proposed candidate); and
-the PCC proposed appointment of a Deputy PCC; and

o Reviewing or scrutinising decisions made, or other action taken, by the PCC in connection with the
discharge of the PCC functions;

During 2021/22 the Police and Crime Panel approved the 2022/23 precept proposed by the PCC and
endorsed all the key strategic decisions taken by the PCC.

(vi) Her Majesty's Inspectorate of Constabulary & Fire and Rescue Services (HMICFRS)

Her Majesty’s Inspectorate of Constabulary and Fire and Rescue Services (HMICFRS) independently assesses
and reports on the efficiency and effectiveness of police forces and policing. HMICFRS aims to provide
authoritative information to allow the public to compare the performance of their force against others, and

to drive improvements in the service to the public.

HMICFRS is independent of Government and the police service:-

. HM Inspectors of Constabulary are appointed by the Crown — they are not employees of the police
service or government.

. HM Chief Inspector of Constabulary reports to Parliament on the efficiency and effectiveness of
police forces in England and Wales.

. HM Inspectors have powers to seek information from police forces and to access their premises.

HMICFRS decides on the depth, frequency and areas to inspect based on judgements about what is in the
public interest; at the direction of the Home Secretary; or by invitation of a Police and Crime Commissioner.
In making these judgements, HMICFRS considers the risks to the public, the risks to the integrity of policing,
service quality, public concerns, the operating environment, the burden of inspection and the potential
benefits to society from the improvements that might arise from the inspection.

The HMICFRS undertake annual PEEL (Police Effectiveness Efficiency Legitimacy) assessments of police forces
in England and Wales. Forces are assessed on their effectiveness, efficiency and legitimacy.

In 2020, HMICFRS amended the PEEL Assessment process. Merseyside was chosen as one of three forces to
pilot this new approach, which in practice meant the force was inspected in the following areas:-

Service Assessment
° Victim Service Assessment (Including Crime Data Integrity)

° Public Treatment

Operational Assessment

. Preventing Crime and ASB
. Responding to the Public
o Investigating Crime

Protecting Vulnerable People

. Managing Offenders and Suspects

. Tackling Serious and Organised Crime
. Strategic Policing Requirement

. Armed Threats
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Organisational Assessment
. Workforce and Workplace
. Strategic Planning and Value for Money

With the exception of Strategic Policing Requirement and Armed Threats all other areas are graded by
HMICFRS using a recalibrated grading system: Outstanding; Good; Adequate; Requires Improvement; and
Inadequate.

The PEEL Assessment process for Merseyside commenced in October 2020 and concluded in April 2021. In
October 2021, the Force received an initial draft report which included indicative grades. However, this
report was not published by HMICFRS due to changes to the revised PEEL assessment methodology as a
result of learning from the three pilot forces.

In the interests of fairness, and to ensure consistency with the approach adopted for other forces, the Force
was given a further period of time to submit additional evidence and to allow HMICFRS to further inspect the
Force in accordance with further revisions to their approach. The final report, including grades, is not
expected until late July 2022.

In addition to the PEEL assessment, the Force was also subject to the following thematic inspections:-
o Tees Valley Super Complaint regarding the police response to BAME victims of sexual abuse; and

o Police handling of serious youth violence.

HMICFRS published a number of thematic inspection reports including the following:-

) Custody Services in a Covid-19 Pandemic;
° Policing in the pandemic — The police response to the coronavirus pandemic during 2020; and
. Review of domestic abuse during the pandemic —2021;

The above reports drew on information provided by Forces including Merseyside, and in some cases involved
Merseyside being subject to an onsite inspection. Each report includes recommendations and areas for
improvement to which all forces must have regard. In keeping with this, progress made by the Force in
addressing these issues is monitored via ongoing governance arrangements exercised by the Deputy Chief
Constable.

In accordance with the Police Act 1996 the PCC is required to formally comment on the inspection reports
that relate to their Force. The PCC comments and the Force’s responses are published on the PCC web site.

(vii) Corporate Governance Group

The Corporate Governance Group completed its annual review of the Governance framework and
recommended that, subject to changes that were made as part of good housekeeping, the existing
framework is retained. Consequently, the Corporate Governance Framework for 2022/23 was approved by
the PCC and Chief Constable. The Corporate Governance Group also developed this Annual Governance
Statement for 2021/22.

(viii) Crime Data integrity

Merseyside Police employ a Force Crime Registrar, who has oversight of the Crime Audit Team, who carry
out audits and dip samples on crime recording data ensuring compliance with crime recording standards and
conversation rates. The most recent inspection of Crime Data took place as part of the PEEL assessment in
January 2021 in which the force was rated good. Crime Data Integrity has been subject of robust scrutiny by
HMICFRS since 2016.
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(ix) CIPFA Financial Management Code 2019

Strong financial management is an essential part of ensuring public sector finances are sustainable and
ensuring good governance, particularly achieving sustainable outcomes. The CIPFA Financial Management
Code 2019 (FM Code) provides guidance for good and sustainable financial management in local
authorities, including police, and provides assurance that authorities are managing their resources
effectively. The primary objective of the FM Code is to enhance standards of financial management
across the public sector. The FM Code requires authorities to demonstrate that the processes they have in
place satisfy the principles of good financial management. The FM Code identifies risks to financial
sustainability and introduces a framework of assurance. This framework is built on existing successful
practices and sets explicit standards of financial management. Complying with the FM Code will help
strengthen the framework that surrounds financial decision making. The first full year of compliance is
2021/22.

A self-assessment against the key principles and standards contained within the FM Code was undertaken
jointly by the PCC’s CFO and the Force’s Director of Resource and their assessment was that overall,
both organisations generally comply with the principles. However, a number of minor to moderate
improvements are required to demonstrate full compliance, particularly around work to identify a
credible and transparent financial resilience assessment.

Alongside compliance with the FM Code, CIPFA have recently undertaken a Financial Management
Capability Review of Merseyside Police, including the OPCC. Overall, Merseyside received a two-
star rating when compared with best practice as set out in the financial management model. The
definition of a two-star rating is that “the organisation has basic financial capability. Financial
management arrangements are in place that allow the organisation to meet the minimum of practice
standards and provides functional capability in the short term and a minimum level of support in the
delivery of organisational outcomes but does not support organisational transformation change. Financial
management style is predominantly stewardship in nature rather than supporting effective decision
support. There is a disconnect between operational and financial strategies.” The maximum rating is a
four star, i.e., world class. An action plan has been agreed to achieve a ‘three-star rating, i.e.,
highly evident. The action plan is currently being implemented with a view that CIPFA will
undertake a reassessment once complete. This work will further demonstrate compliance with the
FM Code.

(x) The impact of the Covid-19 Pandemic on Governance Arrangements

At the start of the pandemic the OPCC, and the Force, implemented business continuity plans which enabled
the PCC and OPCC to undertake its business as usual. As we now come out of the pandemic governance
arrangements have returned to pre pandemic days, albeit with greater use of agile working practices.
Conclusion

Based on the findings of the review undertaken above and the assurances received it is concluded that the

Governance Framework, including the system of internal audit and internal audit, is operating effectively and
continues to be fit for purpose.
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5. Significant Governance Issues

The following table details the progress made against the significant governance issues identified in last
year’s Annual Governance Statement.

Governance Issue Action

Implementation of the Home Office review(s) into the | The Elected Local Policing Bodies (Specified
role of the PCCs. Changes to legislation, the Specified Information) (Amendment) Order 2021 ('the

Information Order and the Strategic Policing Protocol. | amending Order), came into force on 31st May 2021.
Mayoral devolution and changes to Fire Governance The order provides that information relating to the
arrangements. force’s performance against the Government’s

national priorities for

policing, HMICFRS performance reports on the force,
and complaint handling must also be published. The
OPCC has complied with this order and the
information is published on the PCC’s website.

In May 2022 the Government commenced a public
consultation period seeking views on proposals to
strengthen fire and rescue services in England,
including transferring responsibility for fire and rescue
to a single elected individual, were appropriate. At the
time of writing the PCC is considering how best to
contribute to the consultation exercise.

Demonstrate full compliance to the new CIPFA A self-assessment against the key principles and
Financial Management Code. standards contained within the FM Code was
undertaken jointly by the PCC’'s CFO and the
Force’s Director of Resource and their assessment
was that overall, both organisations can
demonstrate compliance to the FM Code.
However, a number of minor to moderate
improvements are required to demonstrate
compliance, particularly around work to identify a
credible and transparent financial resilience
assessment.

101



ANNUAL FINANCIAL REPORT 2021-22

The following have been identified as significant governance issue for the PCC in 2022/23 and beyond.

Governance Issue ‘ Action
The relationships between the PCC and the Chief The PCC has set the Police and Crime Plan which the
Constable breaks down Chief Constable has a duty to have regard to. The Chief

Constable’s priorities are aligned to the PCC’s Police
and Crime Plan.

The PCC and Chief Constable have approved the Joint
Corporate Governance Framework for 2022/23 on
how they will discharge their responsibilities. The PCC
has retained the governance meetings with the Chief
Constable, in particular the ‘one to one meetings’.

Mayoral devolution and changes to Fire Governance The OPCC is actively contributing to the Home Office
arrangements. reviews.

Over the coming year the action identified will be undertaken to address the issues above in order to further
enhance the PCC’s governance arrangements. We are satisfied that these steps will address the need for the
improvements which were identified in our review of effectiveness and will monitor their implementation
and operation as part of our next annual review.

@ W 4. M Tepye NV ¥ 4,,. Qb

Emily Spurrell Susan McTaggart MBE John Riley

Police & Crime Commissioner Interim Chief Executive Chief Finance Officer

Office of the Police and Crime Office of the Police and Crime Office of the Police and Crime
Commissioner for Merseyside Commissioner for Merseyside Commissioner for Merseyside
16" December 2022 16" December 2022 16" December 2022
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Glossary of Terms

ACCOUNTING POLICIES
Accounting policies are the specific principles, bases, conventions, rules and practices applied by an entity in
preparing and presenting financial statements.

ACCRUALS BASIS

The accruals basis of accounting requires the non-cash effects of transactions to be reflected in the financial
statements for the accounting period in which those effects are experienced and not in the period in which
any cash is received or paid.

AMORTISATION
An annual charge to reflect the extent to which an intangible asset has been worn out or consumed during the
financial year.

ASSET CEILING

The asset ceiling is an upper limit on what is allowed to be recognised as a defined benefit asset broadly
depending on whether the employer reporting entity can either get refunds from the outside/’third party’
pension scheme or a reduction in future contributions to the outside/’third party’ pension scheme.

BALANCE SHEET
The Balance Sheet represents a summary of the assets, liabilities, funds and reserves of the PCC and Group.

BILLING AUTHORITY
This is an Authority which is responsible for the collection of Council Tax on behalf of Precepting Authorities,
and maintains a Collection Fund for this purpose.

CAPITAL EXPENDITURE

This is expenditure on the acquisition of a fixed asset, or expenditure that adds to the value, or extends the
useful life of an existing asset. Capital expenditure is not usually a direct charge to the Comprehensive Income
and Expenditure Statement, being normally met by loan, grant, external contribution or capital receipts.

CAPITAL RECEIPTS
Income from the sale of assets, which can only be used to finance new capital expenditure or repay outstanding
debt on assets, financed from loans.

CASH
Comprises cash on hand and demand deposits.

CASH EQUIVALENTS
Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value.

CHIEF CONSTABLE OF MERSEYSIDE POLICE (CC)
The Chief Constable of Merseyside Police is a separate corporation sole which was established on 22nd
November 2012.

THE CODE (The Code of Practice on Local PCC Accounting in the United Kingdom 2021/22)

The Code defines proper accounting practices for local authorities in England, Wales, Scotland and Northern
Ireland and applies to accounting periods commencing on or after 1st April 2021.
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COLLECTION FUND
An amount received from or paid to a Billing Authority based on the actual amount of council tax collected by
the Billing Authority above or below the expected collection levels.

COMPONENTISATION
Identifying and depreciating the components of an asset separately if they have differing patterns of benefits
relative to the total cost of the asset.

THE COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

The account which summarises the income and costs of all the functions for which the PCC/ Group is
responsible. It also includes notional depreciation charges for assets and the notional cost of retirement
benefits earned by employees in the year.

CREDITORS
Individuals or organisations to whom the PCC/Group owes money at the end of the financial year.

CURRENT SERVICE COST (PENSIONS)

This measures the increase in the present value of pensions liabilities generated in the financial year by
employees. It is an estimate of the true economic cost of employing people in the financial year, earning service
that will eventually entitle them to the receipt of a lump sum and pension when they retire.

CURTAILMENTS & SETTLEMENTS

Curtailment arises as a result of the early payment of accrued pensions on retirement on the grounds of
efficiency, redundancy or where the employer has allowed employees to retire on unreduced benefits before
they would otherwise have been able to do so.

DEBTORS
Individuals or organisations who owe the PCC/Group money at the end of the financial year.

DEFERRED LIABILITY
Liabilities, which by arrangement are payable over a period of time.

DEPRECIATED REPLACEMENT COST

Depreciated replacement cost is a method of valuation which provides the current cost of replacing an asset
with its modern equivalent asset less deductions for all physical deterioration and all relevant forms of
obsolescence and optimisation.

DEPRECIATION
An annual charge to reflect the extent to which a tangible asset has been worn out or consumed during the
financial year.

DERECOGNITION
An asset is derecognised in the Balance Sheet when it is disposed of or where no future economic benefits or
service potential are expected from its use.

EXPECTED RATE OF RETURN ON PENSIONS ASSETS

This is the measure of the average rate of return expected on investment assets held by the Scheme for the
year. It is not intended to reflect the actual realised return on the Scheme, but a longer-term measure, based
on the fair value of the assets at the start of the year and an expected return factor. Plan assets comprise:-

. Assets held by a long-term employee benefit fund; and
. Qualifying insurance policies (not relevant for Police).
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FAIR VALUE
The amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing
parties in an arm's length transaction.

FINANCE LEASE
A lease where substantially all the risks and rewards of ownership are transferred to the lessee.

FINANCIAL INSTRUMENT
This is any contract that gives rise to a financial asset of one entity and a financial liability of another. The term
covers both financial assets such as loans receivable and liabilities such as borrowings.

FINANCIALLY ACCOUNTABLE UNIT

A Financially Accountable Unit (FAU) is a unit of the Devolved Financial Management structure to which
Budgets are allocated, and against which Income and Expenditure is charged. Each FAU has a Budget Holder
responsible for managing that Budget.

FINANCING ACTIVITIES (CASH FLOW)
Financing activities are activities that result in changes in the size and composition of the principal, received
from or repaid to external providers of finance.

IMPAIRMENT
A reduction in the value of a fixed asset below its carrying amount on the balance sheet.

INTANGIBLE FIXED ASSETS
These are fixed assets such as software licences that do not have physical substance but are identifiable and
controlled through legal or custody rights.

INTRA-GROUP FUNDING
Funding provided by the PCC to the CC to enable the CC to undertake day-to-day policing.

INVESTING ACTIVITIES (CASH FLOW)
Investing activities are the acquisition and disposal of long-term assets and other investments, not included in
cash equivalents.

LESSEE
An organisation which holds a property by lease.

LESSOR
An organisation which lets a property by lease.

MATERIAL
Omissions or misstatements of items are considered material if they could, individually or collectively,
influence the decisions or assessments of users made on the basis of the financial statements.

NON DISTRIBUTED COSTS (PENSIONS)
This covers past services costs settlements and curtailments in respect of IAS19 pension costs. It also covers
costs associated with unused assets.

OPERATING ACTIVITIES (CASH FLOW)
Operating activities are the activities of the entity that are not investing or financing activities.
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OPERATING LEASE
Any lease which is not a finance lease.

PAST SERVICE COSTS (PENSIONS)
These costs represent the increase in liabilities arising from decisions taken in the current year to improve
retirement benefits, but whose financial effect is derived from service earned in earlier years.

POLICE AND CRIME COMMISSIONER FOR MERSEYSIDE (PCC)
The Police and Crime Commissioner for Merseyside is a separate corporation sole which was established on
22nd November 2012.

PRECEPT

This is the amount of Council Tax income which County Councils, Police and Crime Commissioners, the Greater
London Authority, Parish Councils and some Fire Authorities need to provide their services. The amounts for
all Local Authorities providing services in an area appear on one Council Tax bill, which comes from the Billing
Authority.

PRECEPTING AUTHORITY

This is any body which sets a precept to be collected by billing authorities through the Council Tax bill. County
councils, Police and Crime Commissioners, the Greater London Authority, some Fire Authorities and Parish
Councils are all precepting authorities.

PRESENT VALUE OF DEFINED BENEFIT OBLIGATION

The present value of a defined benefit obligation is the present value, without deducting any plan assets, of
expected future payments required to settle the obligation resulting from employee service in the current and
prior periods.

PROPERTY PLANT AND EQUIPMENT

Tangible assets (i.e. assets with physical substance) that are held for use in the production or supply of goods
and services, for rental to others, or for administrative purposes, and expected to be used during more than
one financial year.

RELATED PARTY

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions or if the related party entity and
another entity are subject to common control.

REMEASUREMENTS

Previously called actuarial gain and losses, remeasurements represent changes in the net pensions liability that
arise because events have not coincided with assumptions made at the last actuarial valuation or because
actuaries have updated their assumptions, and include actuarial gains or losses, expected rate of return on
plan assets and effect on the asset ceiling.

RESERVES
Monies set aside for specific future costs (e.g. Estate Strategy) or generally held to meet unforeseen or
emergency expenditure (e.g. General Balances).

RESIDUAL VALUE

The residual value of an asset is the estimated amount that an entity would currently obtain from disposal of
the asset, after deducting the estimated costs of disposal, if the asset were already of the age and in the
condition expected at the end of its useful life.
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REVENUE ACCOUNTS

The day-to-day expenditure and income of the PCC on such items as salaries and wages of employees, running
costs of services, and the purchase of consumable materials and equipment, together with the financing costs
of capital assets.

REVENUE SUPPORT GRANT
A General Government Grant that supports Police and Crime Commissioners’ expenditure.

SHORT TERM EMPLOYEE BENEFITS
Short-term employee benefits are employee benefits (other than termination benefits) that fall due wholly
within 12 months after the end of the period in which the employees render the related service.

SPECIFIC GRANTS
Targeted or ring-fenced grants are sometimes referred to as specific grants.

SPECIFIC POLICE GRANT
A specific revenue grant that Police and Crime Commissioners’ receive from the Home Office.

TERMINATION BENEFITS
Termination benefits are employee benefits payable as a result of either:-
e An entity’s decision to terminate an employee’s employment before the normal
retirement date, or
e An employee’s decision to accept voluntary redundancy in exchange for those benefits.

USEFUL LIFE
The period which an asset is expected to be available for use by an entity.

UK GAAP (Generally Accepted Accounting Principles)
Compliance with UK company law, UK accounting standards and best practice.
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