
 Agenda Item No 10 

 

 

To:  Joint Audit Committee 
 

Date:  26 March 2014 
 
By:  Chief Finance Officer and Director of Finance 

 
Title:           Update on Changes for the 2013-14 Annual Accounts and Review 

  of Accounting Policies 

 

 
Purpose of Report: The purpose of this report is to update the Committee on 

changes to the 2013-14 accounts, give an overview of the production timetable and 
set out changes to accounting policies to be used to prepare the Statement of 

Accounts for the year ending 31 March 2014.   

___________________________________________________________ 
 

Recommendations  

 

(a)  the changes to the 2013-14 Code and reporting requirements are 
noted; and 

 

(b)  the accounting policies for 2013-14 be noted 
 

 

 
 Changes to the Legislative Framework  

  

1.1 The Statement of Accounts is prepared in accordance with International 
Financial Reporting Standards (IFRS).  

 

1.2 The accounts are prepared in accordance with the ‘Code of Practice on Local 
Authority Accounting’, produced by CIPFA, known as ‘The Code’ which 

constitutes a ‘proper accounting practice’ under the terms of section 21(2) of 

the Local Government Act 2003 and is consistent with International Reporting 

Standards as applied by the Government Financial Reporting Manual for 2013-
14.  The ‘Service Reporting Code of Practice’ (SERCOP) published by the 

Chartered Institute of Public Finance and Accountancy (CIPFA) is also used as 

guidance on financial reporting to stakeholders and aims to meet demands of 
Best Value and Transparency initiatives. CIPFA recently published bulletin LAAP 

98A setting out further clarification guidance.   
 
1.3 The 2012-13 accounts covered the implementation of the Police and Crime 

Commissioner (PCC) arrangements following changes brought about by the 
Police Reform and Social Responsibility Act 2011.   This introduced a 

requirement for single entity and group financial statements to be prepared for 

the first time on behalf of the PCC and the Chief Constable.   
 

1.4 The Police Reform and Social Responsibility Act created two new legal entities, 
both of which are corporations sole, the PCC and the Chief Constable.   This 

was Stage 1 of the transition.  From 1 April 2014, Stage 2 transfers come into 
force where PCC’s have agreed the assets, police staff, rights and liabilities to 
be transferred from them to the Chief Constable.  The main impact of Stage 2 



will be transfer of the majority of police staff to the employment of the Chief 

Constable, with the PCC retaining a small team to support the Office of the 

Sussex Police and Crime Commissioner (OSPCC). 

 
1.5 The recent Police Reform and Social Responsibility Act 2011(transitional 

provision) Order 2013 modified the existing statute to allow Chief Constables 
and Police and Crime Commissioners to be treated as if they were a local 
authority. This impacts on recognition of transactions in the accounts and 

mainly changes the treatment of pension liabilities in the accounts. 
 

Changes to the 2013-14 Code  

 
2.1 Changes to the 2013-14 Code are not expected to have significant impact on 

the 2013-14 accounts but are noted in the points below. 

 

2.2 The 2013-14 Code does not include the requirements of IFRS13 (Fair Values 
Measurement) as the adoption of this standard has been deferred until the 
2014-15 Code while its adoption is under review by CIPFA/LASAAC. 

 
2.3 The 2013-14 Code includes amendments to the CIES as a result of the June 

2011 amendments to IAS1 Presentation of Financial Statements and the June 

2011 amendments to IAS19 Employee Benefits.  This includes updated 
terminology and amendments to the recognition requirements and clarifications 

of the disclosure requirements.  The nature of the change of the accounting 

policy is that of new classes of components of defined benefit cost to be 

recognised in the financial statements. 
 

2.4 The 2013-14 Code has also augmented its provisions on fair presentation with 

clarification on the treatment of overdrafts within the Balance Sheet and Cash 
Flow Statements. 

 
2.5 The 2013-14 Code includes augmentation of its provisions on service 

concession (PFI/PPP) arrangements with new definitions and clarifications of the 

Code’s provisions on assets under construction and intangible assets included in 
service concession arrangements.   

 
2.6 The 2013-14 Code includes the amendments to IFRS 7 Financial Instruments: 

Disclosures issued in December 2011 requirement information that will enable 
users of the financial statements to evaluate the effect of netting arrangements. 

 

2.7 The 2013-14 Code includes a number of clarifications and augmentations of the 
provisions of the Code in relation to;  

 

• property, plant and equipment (PPE) 
• lease arrangement definitions and provisions for leases where no premium is 

paid but for which lease rentals are charged at a peppercorn or other 

nominal rate 

• recognition requirements for non-current assets held for sale 
 

Accounting Issues  

 
3.1 CIPFA has published Police LAAP (Local Authority Accounting Panel) Bulletin 98A 

“Closure of the 2013-14 accounts in the single entity financial statements of 

Police and Crime Commissioners and Chief Constable”.  The CIPFA LAAP bulletin 



98 ‘Closure of Accounts 2013-14 and related matters’ was still awaiting 

publication as at 18 March 2014. 

 

3.2 The splitting of assets on the balance sheet generated much discussion 
amongst accounting practitioners and auditors’, and turned out to be a 

problematic area for 2012-13 due to lack of clear guidance and dependence 
upon local interpretation and judgement of substance over form to measure 
and recognise transactions in the financial statements. LAAP 98A aims to 

provide clarification and guidance as a result of the experiences of the 2012-13 
closure and audit.  

 

3.3 Now the Chief Constable is classed as a local authority for accounting purposes, 
employee costs and other accounting entries can now be more properly 

reflected in the accounts.   

 

3.4 For 2012-13, all assets and liabilities (including pensions) sat on the PCC’s 
balance sheet with the Chief Constable’s Balance Sheet showing nil value.  An 
operating cost statement reflected the resources consumed by the Chief 

Constable with the comprehensive income and expenditure statement showing 
nil value.  

 

3.5 For 2013-14, the change is likely to result in the relevant entries generating a 
balance sheet and full comprehensive income and expenditure statement for 

the Chief Constable. 

 

 
Accounting Policy Changes 

 

4.1 Accounting Policies represent the specific principles, bases, conventions, rules 
and practices applied by an entity in preparing and presenting financial 

statements.  The adoption of appropriate accounting policies is therefore 
important as they determine the way in which the Statement of Accounts are 
prepared. 

 
4.2 Changes in accounting policies are only permitted if the changes are mandatory 

under the annual IFRS based Code of Practice on Local Authority Accounting 
and require a new or revised accounting policy to be adopted by all local 

authorities or in the unusual event whereby a change would result in more 
reliable and relevant information.  Changes in accounting polices are generally 
retrospective and therefore require a balance sheet for an additional year in the 

annual accounts.  Changes in circumstances would not represent a change in 
accounting policy. 

 

4.3  Accounting policies are a required part of the statement of accounts that the 
Committee approves each year.  There are no significant changes to accounting 

polices proposed for 2013-14.  The full set of accounting polices will be included 

in the draft accounts considered by the Committee in June. 

 
4.4  A list of changes to accounting policies for 2013-14 is summarised in Appendix 

A.    

 
4.5 A full list of current accounting policies is available on request. 

 



4.6 As part of the working together programme, we are currently liaising with 

Surrey Police Finance team with a view to harmonising those accounting policies 

where there is local discretion e.g. asset lives   

 
Timetable  

 
5.1 Timetable for the 2013-14 statement of accounts:  
 

DATE TASK 

16 June Advertise Public Inspection of Accounts 

25 June Joint Audit Committee - Statement of Accounts Review 

30 June Statement of Accounts signed off by Chief Financial Officer of the 
PCC and Director of Finance 

4 July Accounts Open for Public Inspection for 20 working days 

14 July External Audit fieldwork starts 

24 September Joint Audit Committee - Statement of Accounts approved by PCC and 
CC and signed off by External Auditor 

30 September Publication of Statement of Accounts for the year ended 31 March 

2014 

 
 

 

 
JOHN EAGLES      MARK BAKER    

Chief Finance Officer     Director of Finance        

 
 
Contact: Mark Rowe, Head of Finance 

Tel: 01273 404750    
Email: mark.rowe@sussex.pnn.police.uk 

 

 



Appendix A 

Policy 2013-14 

Change  

Impact of Change to 

Policy 

General Principles No  

Accruals of Income & Expenditure  No  

Cash and Cash Equivalents  No  

Exceptional Items No  

Prior Period Adjustments, Changes in 

Accounting Policies, Estimates and Errors 

No  

Charges to Revenue for Non-Current Assets No  

Employee Benefits  Yes Adoption of 2011 

amendments to IAS19 and 

IAS1 in the Code is a change 
of accounting policy requiring 

publication of a Balance 

Sheet as at the start of the 
earliest comparative period 

(i.e. 3rd Balance Sheet) in the 

2013-14 Financial 

Statements if changes 
brought about by the 

amendments are material. 

Retirement Benefits  No  

Events After the Balance Sheet Date No  

Financial Instruments: Financial Liabilities  No  

Financial Instruments: Financial Assets  No  

Foreign Currency Translation No  

Government Grants & Contributions   No  

Intangible Assets  No  

Interests in Companies and Other Entities  No  

Inventories and long-term contracts  No  

Investment Property No  

Jointly Controlled Operations and Jointly 

Controlled Assets  

No  

Leases & Lease-type Arrangements  No  

Overheads & Support Costs  No  

Property, Plant & Equipment (PPE) No  

PPE: Component Accounting  No  

PPE: Assets Held for Sale No  

Borrowing Costs  No  

Private Finance Initiatives (PFI)  No  

Provisions, Contingent Liabilities and 

Contingent Assets 

No  

Reserves  No  

Precept Income No  

Value Added Tax (VAT)  No  

Revenue Expenditure Funded from Capital 

Resources under Statute  

No  

Impairment of debt  (Doubtful debts) No  

Operating Segments  No  

Heritage Assets No  

Accounting for Costs of the Carbon 

Reduction Commitment Scheme 

No  



 


