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APPENDIX A     Agenda Item No. 19 
 
To:  Joint Audit Committee 
 
Date:  7 DECEMBER 2017 
 
By:  REPORT BY THE DIRECTOR OF FINANCE 
 
Title: UPDATE ON CHANGES FOR THE 2017/18 ANNUAL ACCOUNTS AND 

FASTER CLOSE 
 

 

1.  Accounting Policies 

1.1 General Principles 

 
The f inancial statements have been prepared in accordance w ith the Code of  Practice on Local 
Authority Accounting in the United Kingdom, issued by the Chartered Institute of  Public Finance and 
Accountancy (CIPFA) and reviewed by the Financial Reporting Advisory Board (FRAB).  The Code is 
based on approved accounting standards issued by the International Accounting Standards Board 
(IASB) and interpretations of the International Financial Reporting Interpretations Committee, except 
w here these are inconsistent w ith specif ic statutory requirements.  The Code also draw s on 
approved accounting standards issued by the International Public Sector  Accounting Standards 
Board (IPSAS) and the UK Accounting Standards Board (ASB) w here these provide additional 
guidance.   
 
Follow ing the passing of  the Police Reform and Social Responsibility Act 2011 the Police and Crime 
Commissioner for Sussex (PCC) and the Chief  Constable of  Sussex Police (CC) were set up as tw o 
‘corporation sole’ bodies.  Both bodies are required to prepare separate Statement of  Accounts.  
 
The Financial Statements included here represent the accounts for the PCC and also those for the 
PCC Group.  The term ‘Group’ is used to indicate individual transactions and policies of  PCC and CC 
for the year ended 31 March.  Under the Police Reform and Social Responsibility Act 2011 the 
pow ers and responsibilities attributed to the PCC as the holding organisation identif ies the 
requirement to produce group accounts. 

1.2 Fundamental Accounting Policies 

 
The Statement of  Accounts has been prepared in accordance with the follow ing accounting concepts 
and principles: 

 
• Accruals  – the accrual basis of  accounting establishes that the non-cash ef fects of  

transactions are reflected in the accounting period in which those effects occur, even if  the 
resulting cash receipts and payments occur in a dif ferent period.  

 
• Going Concern – the Accounts have been prepared on the assumption that the functions of 

the Group w ill continue in operational existence for the foreseeable future.  This means in 
particular that the Comprehensive Income and Expenditure Statement and Balance Sheet 
assume no intention to curtail signif icantly the scale of  operation. 

 
• Understandable – to ensure that the Statements of Accounts produced can be understood 

by readers w ho have a reasonable know ledge of  business and economic activities.  
 
• Relevance – to ensure that the information provided about the Group’s f inancial position,  

performance and cash f low  is useful for assessing stew ardship of  public funds and for 
making economic decisions. 

 
• Materiality – provides a threshold or cut-off point to ensure that the information included in 

the Financial Statements is of  such signif icance as to justify its inclusion.  Omissions or 
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misstatements of items are material if  they could, individually or collectively, inf luence users 
decisions or assessment of  the Financial Statements. 

 
• Reliability – to ensure that the f inancial information provided accurately ref lects the 

substance of  the transactions and other events that have taken place.  
 
• Comparability – the information contained in the Financial Statements has been prepared 

so that it can be readily compared w ith similar information about the same entity for different 
accounting periods and w ith similar information about other entities.  

 
• Primacy of Legislative Requirements  – the PCC derives pow ers f rom statute and the 

f inancial and accounting f ramew ork is closely controlled by primary and secondary 
legislation.  Where specif ic legislative requirements and accounting principles conf lict, the 
legislative requirement is applied.  How ever, the Code deals w ith such conf licts by show ing 
the position required by the Code’s accounting requirements in the Comprehensive Income 
and Expenditure Statement, and the effect of  the legislative requirements in the Movement 
in Reserves Statement. 

 
The follow ing sections set out the Group’s principal accounting policies that have been reviewed and 
adopted in 20167/178. 

 

1.3 Income & Expenditure Recognition 

 
Revenue (Income) is measured at the fair value of  the consideration received or receivable and 
represents the amounts receivable for goods or services provided in the normal course of  business 
less discounts and VAT.   
 
Revenue is recognised w hen goods are delivered and title has passed.  The provision of  services 
contains many accounting aspects and revenue is only recognised w hen all related w ork has been 
completed or w hen the percentage of completion of  the transaction can be reliably measured and it 
is probable that economic benef its or service potential associated with the transaction will f low to the 
PCC.  Whilst all income is received by the PCC and all expenditure is paid for by the PCC including 
w ages of  police staf f  and of f icers, the actual recognition in the respective Police and Crime 
Commissioner and Chief  Constable Accounts is based on economic benef it.  
 
Supplies are recorded as expenditure when they are consumed – where there is a gap betw een the 
date on w hich supplies are received and when they are consumed, they are carried as inventories or 
stocks on the Balance Sheet. 
 
Income and Expenditure are credited and debited to the relevant revenue account, unless they 
properly represent capital receipts or capital expenditure.  Works of a capital nature are charged as 
capital expenditure w hen they are completed, before w hich they are carried as Assets Under 
Construction on the Balance Sheet. 
 
Activity is accounted for in the year that it takes place, not simply when cash payments are made or 
received, thus the accounts ref lect the normal accruals concept for both capital and revenue.  
Exceptions to this can be made for utilities (gas, electricity, telephones, etc.), where invoices may be 
accounted for in the year they fall, providing that only four quarterly or tw elve monthly invoices are 
charged in any one year. 

 
Where revenue or expenditure have been recognised by cash has not been received or paid, a 
debtor or creditor for the relevant amount is recorded in the Balance Sheet.  Creditors are included 
w ithin the Balance Sheet for goods and services received and risks and rew ards of  ow nership 
transferred, but not paid for at the year end.  Debtors are included w ithin the Balance Sheet w here 
services have been provided but not yet reimbursed at the year end.  

1.4 Cash & Cash Equivalents 

 
Cash equivalents are short term, highly liquid investments that are readily convertible to know n 
amounts of  cash and which are subject to an insignif icant risk of  changes in value.  All investments 
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due in 1 day or less are therefore treated as "cash and cash equivalents”, and are not the refore 
included w ithin Investments. 
 
Cash is represented by cash in hand and deposits w ith f inancial institutions repayable w ithout 
penalty on notice of  not more than 24 hours. Cash equivalents are investments that mature in one 
day or less f rom the date of acquisition and that are readily convertible to know n amounts of  cash 
w ith insignif icant risk of  change in value. 
 
In the Cash Flow  Statement, cash and cash equivalents are shown net of  bank overdraf ts that are 
repayable on demand. 

1.5 Prior Period Adjustments, Changes in Accounting Policies, Es timates 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 af fected by the change and do not give rise to a prior period adjustment.  
 
Changes in accounting policies are only made w hen 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 Police and Crime Commissioner's f inancial position or f inancial 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 f igures are corrected retrospectively by amending opening 
balances and comparative amounts for the prior period. 

1.6 Events after the Balance Sheet 

 
Events af ter the Balance Sheet date are those events, both favourable and unfavourable, that occur 
between the end of the reporting period and the date when the Statement of Accounts is authorised 
for issue. Tw o types of  events can be identif ied: 

 those that provide evidence of  conditions that existed at the end of  the reporting period the 
Statement of  Accounts is adjusted to ref lect such events  

 those that are indicative of  conditions that arose after the reporting period – the Statement of  
Accounts is not adjusted to reflect such events, but where a category of events w ould have a 
material ef fect, disclosure is made in the notes of  the nature of the events and their estimated 
f inancial ef fect 

 
Events taking place af ter the date of  authorisation for issue are not ref lected in the Statement of  
Accounts. 

 

1.7 Government Grants and Contributions  

 
Government grants and third party contributions are recognised as income at the date the Group 
satisf ies the conditions of  entitlement to the grant or contribution, w here there is reasonable 
assurance that the monies will be received and the expenditure for which the grant is given has been 
incurred. 
 
Net expenditure is expressed before deducting government grants in support of  the overall 
expenditure of  the Group, i.e. specif ic police grants, Revenue Support Grant and National Non 
Domestic Rates.  Other smaller revenue grants are show n as income in arriving at net expenditure, 
and can be matched against specif ic items of  expenditure. 
 
Amounts recognised as due to the Police and Crime Commissioner are not credited to the 
Comprehensive Income and Expenditure Statement until conditions attached to the grant or 
contribution has been satisf ied. Conditions are stipulations that specify that the future economic 
benef its or service potential embodied in the asset acquired using the grant or contribution, are 
required to be consumed by the recipient as specif ied, or future economic benef its or service 
potential must be returned to the transferor. 
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Monies advanced as grants and contributions for which conditions have not been satisfied are carried 
in the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited 
to the relevant service line (attributable revenue grants and contributions) or Taxation and Non-
Specif ic Grant Income (non-ring-fenced revenue grants and all capital grants) in the Comprehensive 
Income and Expenditure Statement.  Grants and contributions in excess of  £20,000 are considered 
material. 

 

1.8 Funding of Capital Expenditure to purchase Non-Current Assets  

 
Capital expenditure is funded by government grants, capital receipts, revenue contributions, third 
party contributions and borrow ing. 
 
Capital contributions and grants are accounted for in the Comprehensive Income and Expenditure 
Statement on an accruals basis (unless the grant or contribution has an unsatisf ied condition); they 
are then transferred to the Balance Sheet as follow s: 
 

 When a capital grant or contribution has been recognised in the Comprehensive Income and 
Expenditure Statement, and the expenditure to be f inanced f rom that grant or contribution has 
been incurred, the grant or contribution is transferred f rom the General Fund to the Capital 
Adjustment Account, ref lecting the application of  capital reserves to f inance expenditure.  

 
 When a capital grant or contribution has been recognised in the Comprehensive Income and 

Expenditure Statement, but the expenditure to be financed from that grant or contribution has not 
been incurred, the grant or contribution is transferred to the Capital Grants Unapplied Account, 
ref lecting its status as a capital resource available to f inance expenditure.  Amounts in the Capital 
Grants Unapplied reserve are transferred to the Capital Adjustment Account once they have 
been applied to fund capital expenditure. 

 

 When a capital grant or contribution has been received w ith conditions that the Group has not 
met, the grant or contribution is recognised in the Balance Sheet as Capital Grants Receipts in 
Advance. Once the condition has been met, the grant or contribution is transferred f rom the 
Capital Grants Receipts in Advance Account and recognised as income in the Comprehensive 
Income and Expenditure Statement and accounted for as above depending on w hether 
expenditure has been incurred. 

 
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.  
 
At the year end the Police and Crime Commissioner review s all material grants and considers 
w hether any existing conditions are outstanding, and the appropriate accounting policy treatment is 
then applied accordingly.  Grants and contributions in excess of  £20,000 are considered material.  
 

 

1.9 Non-Current Assets – Property, Plant and Equipment  

 
Assets that have physical substance, are used to supply services and that are expected to be used 
during more than one f inancial year are classif ied as Property, Plant and Equipment.  
 
Recognition  
 
The cost of  acquisition, creation or enhancement of  Property, Plant and Equipment is capitalised, 
provided that it is probable that the future economic benef its or service potential associated w ith 
the item w ill f low to the Police and Crime Commissioner for a period of  more than one year, 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 benef its or service potential (i.e. repairs and 
maintenance) is charged as an expense w hen it is incurred. 
 
The Police and Crime Commissioner has the follow ing de-minimis limits for capitalisation.  Items 
below  these amounts are charged to the Comprehensive Income and Expenditure Statement:  
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 Land and buildings £50,000 

 IS and other equipment £10,000 
 Vehicles   £Nil 

 
Measurement 
 
Items of  Property, Plant and Equipment are initially measured at cost, comprising all expenditure 
that is directly attributable to bringing the assets into w orking condition for their intended use.  
 
The Police and Crime Commissioner does not capitalise its borrow ing costs.  
 
The Code stipulates that assets and liabilities should be measured and disclosures provided in 
accordance w ith IFRS 13 Fair Value Measurement.  There are no adaptions to IFRS 13 for the 
public sector context.  How ever, section 4 of  the Code adapts IAS 16 to require that items of  
property, plant and equipment that are operational and therefore providing service potential for the 
authority are measured for their service potential at existing use value or depreciated replacement 
cost, and not fair value.  Surplus assets of  property, plant and equipment are measured at fair 
value.         
 
Property, plant and equipment assets are therefore measured at current value as follow s: 

 Assets under construction - depreciated historical cost 

 Land and Buildings - current value, determined using the follow ing bases: 
o Operational properties – Existing Use Value (EUV) in accordance w ith RICS valuation 

standards 
o Operational specialised properties such as Police police stationsCustody Centres – 

Depreciated Replacement Cost (DRC) 
o Non-operational properties such as police houses – Fair Value (based on Market Value) 
o All other assets – (EUV) 

 
Depreciated Replacement Cost (DRC) is used for assets where there is no market-based evidence 
of  current value and/or the asset is specialised.  
 
Non-property assets that have short useful lives or low  values (or both) are valued using the 
depreciated historical cost basis (DHC) as a proxy for current value.  This is on the assumption that 
the useful life is a realistic ref lection of  the life of  the asset and the depreciation method used is a 
realistic ref lection of  the consumption of  that asset class.  
 
Assets included in the Balance Sheet at fair value are re-valued sufficiently regularly to ensure that 
their carrying amount is not materially dif ferent f rom their fair value at the year -end, but as a 
minimum every three years.  Increases in valuations are recognised in the Revaluation Reserve to 
recognise unrealised gains unless the increase is reversing a previous impairment loss in w hich 
case it w ould be charged to the Comprehensive Income and Expenditure Statement.   
 
Decreases in valuations are recognised in the Revaluation Reserve to the extent of  previous  
revaluation increases recognised in the Revaluation Reserve in respect of  that asset, and 
decreases in excess of that amount are recognised in the Comprehensive Income and Expenditure 
Statement. 
 
Component Asse ts  
 
The Police and Crime Commissioner recognises and records component assets separately f rom 
the main asset w ith which they are associated w here the component life dif fers signif icantly. The 
Police and Crime Commissioner has agreed an accounting policy stating that for accounting 
purposes, the value of  the component must be above a minimum material level of  £200,000 and 
the value of  the component constitutes more than 20% of the main asset  category value.  Where a 
component asset is identif ied it is w ritten down on a straight line basis over its usef ul economic life 
in line w ith the depreciation policy for that class of  asset.  

 
Impairment 
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Assets are assessed at each year-end as to whether there is any indication that an asset may be 
impaired.  Examples of  events and changes in circumstances that indicate impairment may have 
incurred include: 
 

 Signif icant decline in a specif ic asset’s carrying amount during the period;  

 Evidence of  obsolescence or physical damage of  an asset;  
 Commitment by the Group to undertake a signif icant reorganisation 
 Signif icant adverse change in the statutory or other regulatory environment in w hich the 

Group operates. 
 
Where indications exist and any possible dif ferences are estimated to be material, the recoverable 
amount of  the asset is estimated and all impairment losses are recognised in the Revaluation 
Reserve up to the amount in the Revaluation Reserve for each respective asset and thereaf ter 
w ritten dow n against the relevant service line in the Comprehensive Income and Expenditure 
Statement. 
 
Depreciation 
 
Depreciation is provided for on all Property, Plant and Equipment assets by allocation of  their 
depreciable amounts over their useful lives. An exception is made for assets w ithout a 
determinable f inite useful life (e.g. f reehold land), assets that are not yet available for use ( i.e. 
assets under construction) and assets held for sale.  
 
Where an item of  Property, Plant and Equipment asset has major components w hose cost is 
signif icant in relation to the total cost of  the item, the components are depreciated separately.   

 
 Category Years Residual Value 

Land and 

Buildings 

Land Not depreciated N/A 

Dwellings and other Buildings 

 

Up to 60 years (estimated by  the 

valuer) 

40% 

Vehicles , Plant 

and Equipment 

Vehicles  3, 5 or 10 years 5%, 10% or 15% 

Inf ormation Systems  Generally  between 3 and 10 years 

(assessed on an indiv idual basis) 

Nil 

Wireless stations and  

communication masts 

20 years Nil 

Other equipment Indiv idual usef ul lif e Nil 
Intangible Assets Sof tware and Licences Generally  between 3 and 10 years 

(assessed on an indiv idual basis) 

Nil 

Non-operational 

Assets 

Assets under Construction Not depreciated until complete N/A 
Awaiting Disposal Not depreciated N/A 
Investment properties Not depreciated N/A 

 
Revaluation gains are also depreciated, w ith an amount equal to the dif ference betw een current 
value depreciation charged on assets and the depreciation that would have been chargeable based 
on their historical cost being transferred each year f rom the Revaluation Reserve to the Capital 
Adjustment Account.   

 
Disposal  
 
When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance 
Sheet is w ritten off to the Comprehensive Income and Expenditure Statement .  Disposal proceeds 
are credited to the Comprehensive Income and Expenditure Statement and netted of f  against the 
asset’s carrying value.  The resulting balance represents either the gain or loss on disposal.  Any 
revaluation gains accumulated for the asset in the Revaluation Reserve are transferred to the 
Capital Adjustment Account. 
 
Receipts in excess of £10,000 from the sale of non-current assets are def ined as capital receipts 
and are used to fund future capital expenditure.  These receipts are transferred to the Capital 
Receipts Reserve via the Movement in Reserves Statement.  Individual receipts of  less than 
£10,000 remain in the Comprehensive Income and Expenditure Statement.  
 
The disposal value is not a charge against council tax, as the cost of  non-current assets is fully 
provided for under a separate arrangement for capital f inancing.  Amounts are appropriated to the 
Capital Adjustment Account f rom the Movement in Reserves Statement.  

Formatted: Not  Highlight

Formatted: Not  Highlight

Formatted: Not  Highlight

Formatted: Not  Highlight

Formatted: Not  Highlight

Formatted: Not  Highlight

Formatted: Not  Highlight

Formatted: Not  Highlight



 

 7 

 
Assets that are to be abandoned or scrapped are not reclassif ied as Assets Held for Sale.   
 
Assets Held for Sale [THIS POLICY IS PROPOSED FOR DELETION FROM THE 2017/18 
ACCOUNTS IF NO ASSETS FALL INTO THIS CATEGORY DURING 2017/18] 
 
Non-current assets are classif ied as Held for Sale only if  they meet all of  the follow ing criteria:  
 

 The asset must be available for immediate sale in its present condition; 
 The sale must be highly probable.  This means the appropriate level of  management w ithin 

the Group must be committed to a plan to sell the asset and an active programme to locate 
a buyer and complete the plan must have been initiated. 

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

 The sale should be expected to qualify for recognition as a completed sale w ithin one year 
f rom the date of  classif ication and actions required to complete the plan should indicate 
that it is unlikely that signif icant changes to the plan w ill be made or that the plan w ill be 
w ithdraw n. 

 
The asset is re-valued immediately before reclassification and then carried at the lower of  carrying 
value and fair value less costs to sell.  Fair Value for Assets Held for Sale is the market value. 
 
If  assets no longer meet the criteria to be classif ied as Assets Held for Sale, they are reclassif ied 
back to non-current assets and valued at the low er of  their carrying amount before they w ere 
classif ied as held for sale; adjusted for depreciation, amortisation or revaluations that w ould have 
been recognised had they not been classified as Held for Sale, and their recoverable amount at the 
date of  the decision not to sell.   
 
Assets Held for Sale are not depreciated. 

1.10   Private Finance Initiative (PFI) 

 
PFI and similar contracts are agreements to receive services, w here the responsibility for making 
available the Property, Plant and Equipment needed to provide the services passes to the PFI 
contractor. As the Police and Crime Commissioner is deemed to control the services that are 
provided under its PFI schemes, and as ownership of  the Property, Plant and Equipment w ill pass 
to the Police and Crime Commissioner at the end of  the contracts for no additional charge, the 
Police and Crime Commissioner carries the assets used under the contracts on its Balance Sheet 
as part of  Property, Plant and Equipment. 
 
The original recognition of  these assets at fair value (based on the cost to purchase the property, 
plant and equipment) w as balanced by the recognition of a liability for amounts due to the scheme 
operator to pay for the capital investment.  
 
Since 2001 a long term contractual agreement has been in place under PFI for the provision of  
custody services.  The contractor w as responsible for the construction of  four custody suites at 
Worthing, Brighton, Chichester and Eastbourne and is responsible for the provision of  custody 
services at these sites plus tw o further sites at Craw ley and Hastings.   
 
Non-current PFI assets recognised on the Balance Sheet are re-valued and depreciated in the 
same w ay as property, plant and equipment ow ned by the Police and Crime Commissioner.  
 
The amounts payable to the PFI operators each year are analysed into f ive elements:  

 fair value of  the services received during the year - debited to the relevant service in the 
Comprehensive Income and Expenditure Statement 

 f inance cost - an interest charge on the outstanding Balance Sheet liability, debited to the 
Financing and Investment Income and Expenditure line in the Comprehensive Income and 
Expenditure Statement 

 contingent rent - increases in the amount to be paid for the property arising during the 
contract, debited to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement 
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 payment towards liability - applied to w rite dow n the Balance Sheet liability tow ards the PFI 
operator (the profile of  write-dow ns is calculated using the same principles as for a f inance 
lease) 

 lifecycle replacement costs - proportion of  the amounts payable is posted to the Balance 
Sheet as a prepayment and then recognised as additions to Property, Plant and Equipment 
w hen the relevant w orks are eventually carried out 

1.11   Inventories (Stock) and Long Term Contracts 

 
Inventories are included in the Balance Sheet at cost.  All other expenditure on stock and stores is 
charged to the revenue account in the year of  purchase.  
 
This policy is a departure f rom the IFRS standard IAS2 which requires inventories to be valued at  
the low er of  cost or net realisable value.  For many inventory items, particularly uniforms, net 
realisable value w ould be minimal and does not accurately reflect the value to the Group of  holding 
these items.  The variation f rom IAS2 does not have a material impact on these f inancial 
statements. 
 
The cost of  inventories for workshop stores and fuel is assigned using an average costing formula.  
 
Long term contracts are accounted for on the basis of  charging the Surplus or Def icit on the 
Provision of  Services with the value of  works and services received under the contract during the 
f inancial year. 

1.12   Investment Property 

 
Investment properties are those that are used solely to earn rentals and/or for capital appreciation. 
The def inition is not met if  the property is used in any w ay to facilitate the delivery of  services or 
production of  goods or is held for sale.  
 
Investment properties are measured initially at cost and subsequently at fair value using the 
IFRS13 Fair Value market approach.  Properties are not depreciated but are re-valued annually 
according to market conditions at the year-end.  The IFRS13 Fair Value market approach uses 
prices and other relevant information (inputs) generated by market transactions involving similar 
properties and applies the valuer’s professional judgement in accordance w ith RICS valuation 
(professional standards 2014 published by the Royal Institution of  Chartered Surveyors).    
 
The IFRS on Fair Value includes a fair value hierarchy that categorises the inputs to valuation 
techniques used to measure fair value into three input levels as follow s:  

 Level 1 Inputs – quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the authority can access at the measurement date.  

 Level 2 Inputs – inputs other than quoted prices included w ithin Level 1 that are observable 
for the asset or liability, either directly or indirectly. 

 Level 3 Inputs – unobservable inputs for the asset or liability. 
 

Property market conditions in the South East of  England are such that similar properties are 
actively purchased and sold and the level of  observable inputs are signif icant.  We have therefore 
categorised the valuations of  the investment portfolio as Level 2 inputs in the IFRS 13 fair value 
hierarchy.   
 
Gains and losses on revaluation are posted to the Financing and Investment Income and 
Expenditure line in the Comprehensive Income and Expenditure Statement. The same treatment is 
applied to gains and losses on disposal.  
 
Rentals received in relation to investment properties are credited to the Financing and Investment 
Income line and result in a gain for the General Fund Balance.  However, revaluation and disposal 
gains and losses are not permitted by statutory arrangements to have an impact on the General 
Fund Balance.  
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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. 

1.13   Jointly Controlled Operations and Jointly Controlled Assets 

 
Jointly controlled operations are activities undertaken in conjunction w ith other venturers that 
involve the use of  the assets and resources of  the venturers rather than the establishment of  a 
separate entity. The Group recognises on its Balance Sheet the assets that it controls and the 
liabilities that it incurs and debits and credits the Comprehensive Income and Expenditure 
Statement with the expenditure it incurs and the share of  income it earns f rom the activity of  the 
operation.  
 
Jointly controlled assets are items of property, plant or equipment that are jointly controlled by the 
Group and other venturers, with the assets being used to obtain benef its for the venturers.  The 
joint venture does not involve the establishment of a separate entity. The Group accounts for only 
its share of  the jointly controlled assets, the liabilities and expenses that it incurs on its ow n behalf  
or jointly w ith others in respect of its interest in the joint venture and income that it earns f rom the 
venture. 

1.14   Intangible Assets 

 
Expenditure on non-monetary assets that do not have physical substance but are controlled by the 
Group as a result of  past events (e.g. sof tw are licences) is capitalised w hen it is expected that 
future economic benef its or service potential w ill f low  f rom the intangible asset to the Group.  
 
Internally generated assets are capitalised w here it is demonstrable that the project is technically 
feasible and is intended to be completed (w ith adequate resources being available) and the Group 
w ill be able to generate future economic benefits or deliver service potential by being able to sell or 
use the asset.  Expenditure is capitalised w here it can be measured reliably as attributable to the 
asset and is restricted to that incurred during the development phase (research expenditure cannot 
be capitalised). 
 
Intangible assets are included in the Balance Sheet at amortised cost.  The depreciable amount of  
an intangible asset is amortised over its useful life to the relevant service revenue accounts in the 
Comprehensive Income and Expenditure Statement.  An asset is tested for impairment w henever 
there is an indication that the asset might be impaired - any losses recognised are posted to the 
relevant service revenue accounts in the Comprehensive Income and Expenditure Statement.  Any 
gains or losses arising on the disposal or abandonment of  an intangible asset are posted to the 
Comprehensive Income and Expenditure Statement.  Gains or losses are not permitted to have an 
impact on the General Fund Balance therefore they are moved 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.  

1.15   Charges to Revenue for Non-Current Assets 

 
The Group is not required to raise council tax to cover charges for depreciation, impairment losses 
or amortisation.  How ever it is required to make an annual provision f rom revenue tow ards the 
repayment of  borrow ing, know n as the Minimum Revenue Provision (MRP).  
 
Depreciation, impairment losses and amortisation are reversed f rom the General Fund via the 
Movement in Reserves Statement and MRP is charged as a contribution to the Capital Adjustment 
Account. 

1.16   Debts Outstanding 

 
Income is accounted for on an accruals basis.  Debts that cannot be collected are written off via the 
Comprehensive Income and Expenditure Statement to the command team or department that 
raised the debt.  The level of  any bad debt provision is review ed annually.  
 
The w riting of f of bad debt can be authorised by either the PCC’s CFO or the CC’s CFO in respect 
of  their ow n corporations up to a value of  £10,000 for individual bad debt cases and £25,000 
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cumulatively in any one f inancial year.  The w rite off of bad debts greater than these limits requires 
the approval of  both CC’s CFO and PCC’s CFO up to a maximum of  a cumulative value of  £50,000 
in any one f inancial year.  In Sussex the Police and Crime Commissioner w ill approve w here 
appropriate the w riting of f  of  debts in excess of  the CFOs delegated authority.  

1.17   Reserves  

 
The Group maintains reserves to f inance future commitments, unforeseen circumstances, 
f luctuations in annual grant settlements and council tax precepts and emergency expenditure which 
cannot be contained w ithin the approved budget.  The approved Reserves Policy sets a target for 
the level of  General Reserve of  4% of  net budgeted expenditure.  
 
Certain reserves are kept to manage the accounting processes f or non-current assets, f inancial 
instruments, retirement benef its and other employee benef its and do not represent usable 
resources for the Group. 
 
The nature and purpose of  each reserve set up by the Group is described in the Notes to the 
Financial Statements. 
 
The classif ication of  reserves is consistent w ith the CIPFA Code of  Practice and is review ed 
annually by the Police and Crime Commissioner.   

1.18   Overheads and Support Services  

 
The costs of  overheads and support services are charged in line w ith the Code and Police 
Objective Analysis, the costs of  support services are fully allocated to the Group’s services.   

1.19   Provisions and Contingent Liabilities  

 
Provis ions   
 
Provisions are made w here an event has taken place that gives the Group a legal or  constructive 
obligation that probably requires settlement by a transfer of economic benef its or service potential, 
and a reliable estimate can be made of  the amount of  the obligation, but w here the timing of  
transfer is uncertain.  Provisions are recognised on the Balance Sheet. 

 
Contingent Liabilities  
 
A contingent liability arises w here an event has taken place that gives the Group a possible 
obligation w hose existence w ill only be conf irmed by the occurrence or otherw ise of  uncertain 
future events not w holly w ithin the control of  the Group. Contingent liabilities also arise in 
circumstances w here a provision w ould otherw ise be made but either it is not probable that an 
outf low 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. 

1.20   Precept Income 

 
Precept income f rom relevant local authorities is f ixed for the year and not subject to revision.   

1.21   VAT 

 
VAT payable is included as an expense only to the extent that it is not recoverable f rom Her 
Majesty's Revenue and Customs. VAT receivable is excluded f rom income.  
 
A single VAT return is submitted on behalf  of  the Group.   

1.22   Leases 

 
Leases are classified as either finance leases or operating leases based on risks and rew ards of  
ow nership.   
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Leases are classified as finance leases where the terms of  the lease transfer substantially all the 
risks and rewards incidental to ownership of the property, plant or equipment f rom the lessor to the 
lessee. All other leases are classif ied as operating leases.   Where a lease covers both land and 
buildings, the land and buildings elements are considered separately for classif ication.  
 
Arrangements that do not have the legal status of a lease but convey a right to use an asset in 
return for payment are accounted for under this policy where fulfilment of  the arrangement is 
dependent on the use of  specific assets. 

1.23   The Police and Crime Commissioner as Lessee 

 
Finance  Leases  
 
Property, Plant and Equipment held under f inance leases is recognised on the Balance Sheet at 
the commencement of  the lease at its fair value measured at the lease's inception (or the present 
value of  the minimum lease payments, if  lower).  The asset recognised is matched by a liability for 
the obligation to pay the lessor.   
 
Lease payments are apportioned between a charge for the acquisition applied to w rite dow n the 
lease liability and the interest costs of  the lease are charged to the Comprehensive Income and 
Expenditure Statement. 

 
Operating Leases  
 
Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure 
Statement on a straight-line basis over the life of  the lease. 

1.24   The Police and Crime Commissioner as Lessor 

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

1.25   Employee Benefits Payable During Employment 

 
Short-term employee benefits are those due to be settled w ithin 12 months of  the year -end. They 
include such benef its as w ages and salaries, paid annual leave and paid sick leave, bonuses and 
non-monetary benef its (e.g. cars) for current employees and are recognised as an expense for 
services in the year in which employees render service to the Police and Crime Commissioner. An 
accrual is made for the cost of  holiday entitlements (or any form of  leave, e.g. time of f  in lieu) 
earned by employees but not taken before the year-end which employees can carry forward into the 
next f inancial year. The accrual is charged to Surplus or Def icit on the Provision of  Services, but 
then reversed out through the Movement in Reserves Statement so that holiday benef its are 
charged to revenue in the f inancial year in w hich the holiday absence occurs.  

1.26   Termination Benefits / Exit Packages 

 
Termination benef its are amounts payable as a result of  a decision by the Group to terminate a 
member of  staff's employment before the normal retirement date or an of f icer's decision to accept 
voluntary redundancy.  Termination benef its are charged on an accruals basis to the appropriate 
service line in the Comprehensive Income and Expenditure Statement w hen the Group is 
demonstrably committed to the termination of  the employment of a staf f  member or group of  staf f  
members or making an of fer to encourage voluntary redundancy. 
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Where termination benef its involve the enhancement of pensions, statutory provisions require the 
General Fund balance to be charged w ith the amount payable by the Group 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 f rom the Pensions 
Reserve to remove the notional debits and credits for pension enhancement termination benef its 
and replace them w ith debits for the cash paid to the pension fund and pensioners and any such 
amounts payable but unpaid at the year-end. 

1.27   Long-term Employee Benefits – Pension Arrangements 

 
The Chief  Constable operates, on behalf of  the Group, three pension schemes for police of f icers 
and a single scheme for police staf f : 

 
 The Police Pension Scheme (PPS), regulated under the Police Pensions Act 1976 
 The New  Police Pension Scheme (NPPS), regulated under the Police Pension Regulations 

2006 
 The Police Pension Scheme 2015 (the 2015 scheme) 
 The Local Government Pensions Scheme, administered by West Sussex County Council 

 
All police schemes are contributory occupational pension schemes w ith of f icers making 
contributions. 
 
A Police Pension Account was set up on 1st April 2006 to administer the police pension schemes.   
All police schemes are unfunded schemes w hich are treated as def ined benef it schemes and 
provide def ined benef its to members (retirement lump sums and pensions), earned as employees 
w orked. 
 
All police pension schemes are unfunded schemes which are treated as def ined benef it schemes 
paid f rom revenue (w ithout managed pension assets).  Accrued net pension liabilities have been 
assessed on an actuarial basis in accordance with IAS19 Employee Benef its, the net liability and a 
pensions reserve for both Pension Schemes has been recognised on the Balance Sheet, as have 
entries in the CIES for movements in the asset/liability relating to the def ined benef it scheme.  
Transfers into and out of the Scheme representing joining and leaving police of f icers, are recorded 
on a cash basis in the Pension Fund, because of  the length of  time taken to f inalise the sums 
involved.   

 
Follow ing the Code’s requirements, IAS19 has been fully recognised in the Chief  Constable and 
Group accounts.   

 
 The liabilities of  the police schemes attributable are included in the Balance Sheet on an 

actuarial basis using the projected unit method - i.e. an assessment of  the future payments 
that w ill be made in relation to retirement benef its earned to date by employees, based on 
assumptions about mortality rates, employee turnover rates, etc, and projections of  projected 
earnings for current employees 

 
 Liabilities are discounted to their value at current prices, using a discount rate based on the 

indicative rate of  return on high quality corporate bond 
 

Police Staf f  are eligible to join the Local Government Pension Scheme (LGPS) administered by 
West Sussex County Council.  This is a funded scheme.  In 2016/17 the Chief  Constable paid an 
employer’s contribution representing 18.4% of pensionable pay.  The employer’s contribution rate is 
determined by the Fund’s actuary based on valuations every three years.  
 
Additional contributions are payable to cover the cost of any early retirements except those due to 
ill-health.  In addition the Chief  Constable is responsible for all pension payments relating to any 
added years’ benef its, together w ith the related increases.  

 

 The assets of  the LGPS attributable to Sussex Police are included in the Balance Sheet at 
their fair value:   
o quoted securities - current bid price 
o unquoted securities - professional estimate 
o unitised securities - current bid price 
o property - market value 
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The change in the net pension liability is analysed into seven components: 

 current service cost - the increase in liabilities as a result of  years of service earned this year 
allocated in the Comprehensive Income and Expenditure Statement to the services for w hich 
the employees w orked 

 pas t service cost - the increase in liabilities arising f rom current year decisions whose ef fect 
relates to years of  service earned in earlier years - debited to the Surplus or Def icit on the 
Provision of  Services in the Comprehensive Income and Expenditure Statement as part of  
Non Distributed Costs 

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

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

 gains or losses on settlements and curtailments - the result of  actions to relieve the Police 
and Crime Commissioner of  liabilities or events that reduce the expected future serv ice or 
accrual of  benefits of employees - debited or credited to the Surplus or Deficit on the Provision 
of  Services in the Comprehensive Income and Expenditure Statement as part of  Non 
Distributed Costs 

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

 contributions paid to the  pens ion fund  - cash paid as employer's contributions to the 
pension fund in settlement of  liabilities; not accounted for as an expense 

 
In relation to retirement benef its, statutory provisions require the General Fund balance to be 
charged w ith the amount payable by the Group to the pension fund or directly to pensioners in the 
year, not the amount calculated according to the relevant accounting standards. In the Movement in 
Reserves Statement, this means that there are appropriations to and from the Pensions Reserve to 
remove the notional debits and credits for retirement benefits and replace them w ith debits for the 
cash paid to the pension fund and pensioners and any such amounts payable but unpaid at the 
year-end. The negative balance that arises on the Pensions Reserve thereby measures the 
benef icial impact to the General Fund of  being required to account for retirement benef its on the 
basis of  cash f low s rather than as benef its are earned by employees.  

 
Discre tionary Bene fits  

 
The Police and Crime Commissioner has restricted pow ers to make discretionary aw ards of  
retirement benef its in the event of early retirements. Any liabilities estimated to arise as a result of  
an aw ard to any member of staf f  are accrued in the year of  the decision to make the aw ard and 
accounted for using the same policies as are applied to the relevant Pension Scheme.  
 
The Police and Crime Commissioner also has restricted pow ers to make material payments in 
relation to injury aw ards. Any liabilities estimated to arise as a result of an award to any member of  
staf f or police of ficer are accrued in the year of the decision to make the aw ard and accounted for 
using the same policies as are applied to the relevant pension scheme.  

1.28   Fair Value Measurement 

 
The Police and Crime Commissioner measures some non-f inancial assets, surplus assets and 
assets held for sale at fair value at each reporting date using the IFRS13 Fair Value market 
approach.  Fair value is the price that w ould be received to sell an asset or be paid to transfer a 
liability in an orderly transaction betw een market participants at the measurement date.  The fair 
value measurement assumes that the transaction to sell the asset or transfer the liability takes place 
either: 

 In the principal market for the asset or liability, or  
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 In the absence of  a principal market, in the most advantageous market for the asset or liability  
 
The Police and Crime Commissioner uses External Valuers to measure the fair value of  an asset or 
liability using the assumptions that market participants would use when pricing the asset or liability, 
assuming that market participants act in their economic best interest.  
 
This fair value measurement takes into account a market participant’s ability to generate economic 
benef its by using the asset in its highest and best use or by selling it to another market participant 
that would use the asset in its highest and best use.  The Valuers use valuation techniques that are 
appropriate to the circumstances and for which suf f icient data are available to measure fair value, 
maximising the use of  relevant observable inputs and minimising the use of  unobservable inputs.  
 
The Police and Crime Commissioner follow s the fair value hierarchy prescribed by IFRS13 to 
increase consistency and comparability in fair value measurements and related disclosures.  This 
hierarchy categorises into three levels the inputs to valuation techniques used to measure fair value 
as follow s:  

 Level 1 Inputs – quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the authority can access at the measurement date. 

 Level 2 Inputs – inputs other than quoted prices included w ithin Level 1 that are observable 
for the asset or liability, either directly or indirectly. 

 Level 3 Inputs – unobservable inputs for the asset or liability. 

1.29   Financial Instruments 

 
Financial Liabilities  
 
Financial liabilities are recognised on the Balance Sheet when the Police and Crime Commissioner 
becomes a party to the contractual provisions of a f inancial instrument and are initially measured at 
fair value and are carried at their amortised cost.  Annual charges to the Comprehensive Income 
and Expenditure Statement for interest payable are based on the carrying amount of  the liability, 
multiplied by the ef fective interest rate for the instrument.  Short term f inancial liabilities such as 
trade creditors and cash overdraw n are measured at the original invoice amount as a proxy for 
current value. 
 
The Group has adopted CIPFA’s Treasury Management in the Public Services: Code of  Practice 
and has set treasury management indicators to control key financial instrument risks in accordance 
w ith CIPFA’s Prudential Code. 
 
Financial Asse ts  
 
Financial assets are classif ied as: 

 Loans and receivables - assets that have fixed or determinable payments but are not quoted 
in an active market 

 Available-for-sale assets - assets that have a quoted market price and-or do not have f ixed or 
determinable payments (The Police and Crime Commissioner has no f inancial instruments 
recognised on the Balance Sheet as f inancial assets available for sale.) 

 
Loans  and Rece ivables  
 
Loans and receivables are recognised on the Balance Sheet w hen the Police and Crime 
Commissioner becomes a party to the contractual provisions of  a f inancial instrument and are 
initially measured at fair value. They are subsequently measured at their amortised cost. The 
Police and Crime Commissioner does not currently make any sof t loans.  
 
Financial Asse ts  Available -for-Sale  - The Police and Crime Commissioner has no f inancial 
instruments recognised on the Balance Sheet as f inancial assets available for sale.  
 
Financial assets are maintained in the Balance Sheet at fair value.  Values are based on the 
follow ing techniques: 
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 Instruments w ith quoted market prices – the market price 

 Other instruments w ith f ixed and determinable payments – discounted cash f low  analysis 

 Equity shares w ith no quoted market prices – independent appraisal of  company valuations  
   
The inputs to the measurement techniques are categorised in accordance with the follow ing three 
levels:        

 Level 1 inputs – quoted prices (unadjusted) in active markets for identical assets that can be 
assessed at the measurement date. 

 Level 2 inputs – inputs other than quoted prices included within Level 1 that are observable for 
the asset, either directly or indirectly. 

 Level 3 inputs – unobservable inputs for the asset. 

1.30   Foreign Currency Translation 

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

1.31   Interests in Companies and Other Entities 

 
All the f inancial transactions incurred during the year for policing Sussex have been recognised 
and recorded within the Statement of Accounts of the Police and Crime Commissioner for Sussex, 
w hich sets out the overall f inancial position of  the Police and Crime Commissioner and Chief  
Constable Group for the year ended 31 March 2017. 
 
The Group position therefore ref lects the consolidated accounts of  the Police and Crime 
Commissioner and its 100% subsidiary the Chief  Constable.  Where the Group position dif fers from 
the Police and Crime Commissioner position this is made clear w ithin the statements and notes.  
Separate statutory accounts are prepared for the Chief  Constable. 

1.32   Trust Funds  

Sussex Police and Crime Commissioner does not hold any Trust Funds as defined by The 
Code.  

However, a separate and independently funded charitable trust  exists to support Sussex 
police officers and staff.  The Charity  is registered with the Charity  Commission and is 
individually financed through membership contributions, investment income and donations 

and legacies. 
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