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         Agenda Item 15 
 

To:  Joint Audit Committee 
 

Date:  23 March 2017 
 
By:  Director of Finance and Chief Finance Officer 

 
Title: Update Report on Changes to the 2016/17 Statement 

of Accounts 
 

 
Purpose of Report: 

 
1.1 The Committee is invited to consider and comment on regulatory 

 changes affecting the 2016/17 Statements of Accounts, production 
 timetable and accounting policies for the year ending 31 March 
 2017. 

 

1.2 The Joint Audit Committee (JAC) Terms of Reference (Financial 

 Arrangements point 13) hold the Committee responsible for:  

‘Reviewing the Annual Financial Accounts and Statements and 

making recommendations for their approval to the PCC and CC.  
This includes consideration of whether there are concerns arising 
from the financial statements or from the audit that need to be 

brought to the attention of the PCC and/or the CC.’ 

 

 

Recommendations  
 

-  The Committee is asked to note the report 

 
 

 

2. Introduction 
 

2.1 The Joint Audit Committee (JAC) Terms of Reference (Financial 

 Arrangements point 13) hold the Committee responsible for:  

‘Reviewing the Annual Financial Accounts and Statements and 

making recommendations for their approval to the PCC and CC.  
This includes consideration of whether there are concerns arising 
from the financial statements or from the audit that need to be 

brought to the attention of the PCC and/or the CC.’ 

3. Financial Considerations 

3.1 Financial implications are considered throughout this report. 
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4. Legal Considerations 

4.1 Relevant legislation and guidance will be complied with in the 

 preparation of the Annual Accounts. 

4.2 The Statements of Accounts are prepared in accordance with the 

‘Code of Practice on Local Authority Accounting in the United 
Kingdom’, 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. 

4.3 The Code is based on approved accounting standards issued by the 

 International Accounting Standards Board and interpretations of the 
 International Financial Reporting Interpretations Committee, except 
 where these are inconsistent with specific statutory requirements.  

 The Code 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. 

5. Risk Management Considerations 

 
5.1 Associated risks have been considered and adequate control 

 measures implemented. 

5.2 Risk of not meeting statutory deadlines – The Corporate 

 Finance team has a track record of achieving statutory deadlines;  
 current year closedown sessions are underway across Surrey and 
 Sussex to inform and engage with all key individuals impacting on 

 the accounts preparation process; agreed deadlines provide a trial 
 this year to assess any further action required in advance of the 

 statutory early close deadlines next year.  

5.3 Risk of not complying with new changes to the Code – 
 Experience exists within the current Corporate Finance team of 

 implementing statutory and regulatory changes (including 
 implementation of IFRS and PCC transition) within this sector.  The 

 Corporate Finance team is engaging with CIPFA, the external audit 
 team and other Forces (and PCC’s) to develop an appropriate 
 approach to the current year changes.     

6. Performance Overview 

6.1 Detailed Closure timetable in place.  Surrey/Sussex aligned 

 deadlines for divisions and departments have been agreed for 
 2016/17 in order to meet the early closedown deadlines which will 
 be mandatory next year. 

6.2 Closedown sessions to engage with the Force are being held to 
 inform and engage with key teams and individuals across Surrey 

 and Sussex.  These sessions include an overview of the statutory 
 context and changing deadlines, followed by more detailed 
 requirements targeted to specific teams e.g. Finance Operations, 
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 Joint Finance Service, Joint Transport Service & Estates.  Consistent 
 messaging to the joint finance team was achieved via input and 

 attendance by both Surrey and Sussex Corporate Finance Managers 
 and by aligned deadlines.      

6.3 Force Priority Messaging and Routine Orders are being used to 
 make information available to all budget holders, including essential 
 year end deadlines requiring budget holder input, in addition to 

 liaison from their business finance partners. 

6.4 The 2016/17 accounts closedown workshop held by the EY and 

 CIPFA alliance arrangement was attended by two Corporate 
 Accountants from the Sussex Corporate Finance team and several 
 other Forces.  This training event provided further insight from 

 CIPFA and EY to give a fuller understanding of the accounting and 
 statutory changes for 2016/17 along with the auditor expectations. 

 This also provided a networking opportunity to discuss how the new 
 changes are being interpreted by other Forces.  This will help to 
 inform the accounts preparation process and contribute to 

 discussions with our own audit team. 

6.5 External Audit site visits in advance of the 2016/17 year end 

 include a week in January and a further week commencing 20 
 March for early substantive testing.  No concerns were raised with 

 management following the January visit. The way we work with 
 auditors will change going forward in light of the early close 
 deadlines.  Work with auditors will include identifying areas for 

 early audit work to take place ahead of the year end and in future 
 years they are more likely to be on site between October and 

 December.   

6.6 Accounts format designs (work in progress) for the new 
 Comprehensive Income and Expenditure Statement (CIES), 

 expenditure and Funding Analysis (EFA) and Segmental Reporting 
 requirements are currently being developed but not yet finalised.  

 Current work favours a POA (Police Objective Analysis) approach 
 which forms the current structural basis of objective reporting in 
 Sussex Police, although further discussion with the external audit 

 team will take place before the draft statements are prepared.   

7. Changes to the 2016/17 Code 

7.1 As previously reported to the Joint Audit Committee, there are no 
 changes to the 2016/17 Code in respect of technical accounting 
 adjustments that have been identified as likely to have significant 

 impact for Sussex Police.   

7.2 Changes relating to IAS 1 Presentation of Financial Statements 

 (amendments) for the 2016/17 annual accounts are significant and 
 are currently being considered for further discussion with our 
 external audit team in March.  

7.3 The main code changes (detailed in the December update to JAC) 
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are summarised as follows: 
 

• Regulatory changes (e.g. Accounts and Audit  
 Regulations 2015) 

• Conceptual Framework to reflect public sector users 
• Pension fund accounting applies 2015 Pension SORP 
• Related Party definition extended to include key  

 management personnel 
• PPE accumulated depreciation and impairment must be  

 written out on a revaluation (Sussex already do this) 
• Telling the story and the Expenditure and Funding  
 Analysis (EFA) new note to the accounts        

• Presentation of financial statements changes 
• Format of the CIES  to be organisation basis not  

  SeRCOP basis 
• CIES to be more prominent and before the MIRS 
• Streamlined (MIRS) Movement in Reserves Statement  

• Subjective note required to explain the new CIES 
• Narrative Report needs to cross refer to the new EFA  

 
8. Accounting Policy Changes in 2016/17 

Background 

8.1 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 annual statements of accounts are prepared. 

8.2 Paragraph 3.3.1.1 of the Code requires compliance with the 
 requirements of IAS 8 Accounting Policies, Changes in Accounting 

 Estimates and Errors when selecting or changing accounting 
 policies, adopting the accounting treatment and disclosing the 

 changes in accounting policies, changing estimation techniques, and 
 correcting errors.  An exception is made if adaptations of IAS 8 to 
 fit the public sector are set out in the Code.  

8.3 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 being presented within the 
accounts. 

Materiality 

8.4 Accounting policies need not be applied if the effect of applying 
 them would be immaterial i.e. if omissions or misstatements of 

 items could, individually or collectively influence the decisions or 
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 assessments of users made on the basis of the financial 
 statements. 

8.5 The Code guidance states that an authority (including the Force and 
 PCC) should start from a presumption that accounting policies 

 prescribed by the Code should be followed.  Departure is permitted 
 only once omission or difference in approach would not risk a 
 misreading of the overall financial position, financial performance or 

 cash flows that might be relevant to decision-making needs or 
 assessments of the primary users of the financial statements. 

8.6 Future changes to the 2017/18 Accounting Code will focus on 
 materiality, to ensure the accounting policies reflect the PCC’s 
 individual circumstances and the list of policies currently included 

 within the Code may be removed to avoid routine inclusion of 
 unnecessary policies. 

Changes in Accounting Estimates 

8.7 Where the basis of measurement for an item to be recognised is 
 uncertain, then the authority will use an estimation technique.   

8.8 The use of reasonable estimation is an essential part of the 
 preparation of financial statements and it does not undermine their 

 reliability. Estimates involve judgements based on the latest 
 available, reliable information.  They are applied for example, in 

 determining, useful lives of assets, provisions, fair values of 
 financial assets and liabilities and actuarial assumptions relating to 
 pension schemes. 

8.9 An estimate may need to be changed if there is a change in the 
 circumstances on which the estimate was based or if there is new 

 information or more experience relating to the estimation process.  
 This was considered during the 2016/17 annual property valuation 
 process.  

8.10 For changes in accounting estimates, an authority should disclose 
 the nature and the amount of the change that affects the current 

 period or that it is expected to have in future periods.  IAS 8 does 
 permit an exception where it is impracticable to estimate the effect 
 of future periods, if so this fact must be disclosed. 

8.11 It is important to be able to distinguish between accounting 
 estimates and accounting policies because the effect of a change in 

 an estimate is reflected in the current year Income and Expenditure 
 (I&E) account whereas a change in accounting policy generally 
 requires adjustment of previously reported amounts. This requires 

 restatement of the prior year accounts (I&E and Balance Sheet). 

8.12 Paragraph 3.3.2.15 of the Code clarifies that a change in the 

 measurement basis applied to a transaction or balance is not a 
 change in an accounting estimate, and is therefore a change in 
 accounting policy. 
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8.13 Property Revaluation Estimates - Review 

8.14 During 2016/17, a review was undertaken to ensure the most 

 appropriate estimation techniques were applied to the property 
 portfolio in the annual revaluation exercise.  The changing nature of 

 the ways in which we work has influenced the way we use our 
 property portfolio. Many of our buildings are no longer as 
 specialised as the traditional police stations once were.  Many of our 

 buildings now represent standard office accommodation which is 
 also being shared with partner organisations.  Upon review we 

 found that a number of properties previously valued as Specialised 
 Police Offices using the Depreciated Replacement Cost (DRC) 
 method were more accurately reflected as general office 

 accommodation and therefore should be valued using the Existing 
 Use Value (EUV) basis.  

8.15 The accounting policy is to value property at Fair Value.  Existing 
 Use Value (EUV) is a valuation method used to estimate the Fair 
 Value and where specialised property is valued, the use of 

 Depreciated Replacement Cost (DRC) to arrive at the EUV has been 
 employed by the PCC. 

8.16 We do not therefore consider this change to represent a change in 
 accounting policy but it will lead to a reduction in the value of the 

 property portfolio for those properties now valued using EUV in the 
 current year. Generally we see less volatility in the EUV valued 
 property compared with the DRC valued property. 

8.17 The review was undertaken in liaison with the external valuers 
 Wilkes Head Eve (WHE) and with input from the estates and 

 facilities team.         

2016/17 Accounting Policy Changes: 

8.18 Accounting policies are a required part of the statements of 

 accounts that the Committee approves each year. The full set of 
 detailed accounting policies will be included in the draft accounts 

 considered by the Committee in July. 

8.19 There are no new Accounting Policies proposed for 2016/17 but the 
 following changes will be considered: 

• Materiality - Accounting policies will only be included in the 
annual accounts for material items.  The accounting policy for 

Heritage Assets for example will therefore be removed from the 
accounts as the PCC does not currently hold any material 
Heritage Assets.   

• Overheads and Support Services.  The Accounting policy for 
charging the costs of Overheads and Support Services to the 

service area that benefits from that supply or service was 
previously apportioned in line with the principles of the CIPFA 
Service Reporting Code of Practice (SeRCOP).  This approach is 
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being re-considered in line with the design of the new format of 
the Comprehensive Income and Expenditure Statement (CIES). 

8.20 A summary list of accounting policies for 2016/17 is included at 
 Appendix A.  

9. Timetable 

9.1 Timetable for the 2016/17 statements of accounts: 

DATE TASK 

15 June Advertise Public Inspection of Accounts on website 

05 July 
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 

01 July 
Accounts Open for Public Inspection for 30 working 
days 

12 August Accounts Closed to Public Inspection 

24 July External Audit fieldwork starts for three weeks 

20 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 2017 

 

10. Conclusion 

10.1 The Committee is asked to note the report on changes to the 
 2016/17 Annual Accounts and Accounting Policies. 

 

 

IAIN MCCULLOCH      PETER GILLETT 
Chief Finance Officer     Director of Finance 

 

 
Contact: Miranda Kadwell 

Job Title: Corporate Finance Manager 
Tel No: 101 Ext. 544524 
E-mail: miranda.kadwell@sussex.pnn.police.uk 

 
 



8 
 

APPENDIX A 
ACCOUNTING POLICY 

 

Accounting Policy 

General Principles 

Accruals of Income & Expenditure 

Income and Expenditure Recognition 

Cash and Cash Equivalents  

Exceptional Items 

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

Events After the Balance Sheet Date 

Government Grants & Contributions 

Funding of Capital Expenditure to purchase Non-Current Assets 

Non-Current Assets: Property, Plant & Equipment (PPE) 

Private Finance Initiatives (PFI) 

Inventories and long-term contracts 

Investment Property 

Jointly Controlled Operations and Jointly Controlled Assets 

Intangible Assets 

Heritage Assets (to be removed as no Heritage Assets held by the PCC) 

Charges to Revenue for Non-Current Assets 

Debts Outstanding & Impairment of debt (Doubtful debts) 

Reserves 

Overheads & Support Costs 

Provisions, Contingent Liabilities and Contingent Assets 

Precept Income 

Value Added Tax (VAT) 

Leases & Lease-type Arrangements 

Employee Benefits  

Termination Benefits / Exit Packages 

Retirement Benefits  

Financial Instruments: Financial Liabilities  

Financial Instruments: Financial Assets  

Foreign Currency Translation 

Interests in Companies and Other Entities  

Borrowing Costs  

Accounting Standards Issued But Not Yet Adopted 

 


