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Purpose of Report: 

 
The purpose of this report is to update the Committee on changes to the 2012-13 

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 2013.  A brief impact assessment of the potential changes to the 

2012-13 accounts as a result of the transition to Police and Crime Commissioner is 

also included. 

 
 

 
 

Recommendations – The Committee is asked to note 

 

(1) the changes to the 2012-13 accounting code and requirements; and 
(2)  the accounting policies for 2012-13  

 

 

 

Changes to the 2012-13 Accounts 

  
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 is the 

relevant ‘Statement of Recommended Practice’ (SORP), and the ‘Service 
Reporting Code of Practice’ published by the Chartered Institute of Public 

Finance and Accountancy (CIPFA). 

 

1.3 Implementation of the Police and Crime Commissioner (PCC) arrangements 
following changes brought about by the Police Reform and Social Responsibility 

Act 2011 represents the most significant change to reporting requirements for 

the 2012-13 year.  This introduces a requirement for merger accounting from 1 
April 2012.  Single entity and group financial statements therefore need 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. At its simplest, at midnight on 21st 
 November 2012, the Act created two new corporations sole, the PCC and the 

 Chief Constable. All rights and liabilities formerly held by a Chief Constable 

 transferred to themselves as a newly created corporation sole. Similarly, all 



 staff, rights, liabilities and property previously held or employed by police 

 authorities transferred to the Police and Crime Commissioner as a newly 

 created corporation sole.  

 
1.5  The key accounting changes are outlined below and in some cases changes to 

accounting polices will be required. 
 
Transition to Police and Crime Commissioner (PCC)  

 
2.1 The transition from a Police Authority to the Police and Crime Commissioner 

(PCC) will lead to a number of significant changes to accounting arrangements, 

based on there being two reporting entities.  The PCC and the Chief Constable 
are both legally separate and are seen as two Corporation Sole organisations.    

 

2.2 Whilst the PCC and Chief Constable may be separate legal entities, the PCC 
receives all income and passes a budget to the Chief Constable.  This puts the 

PCC in the position of parent company.  The Chief Constable therefore acts as 
an agent to the PCC whereby the Chief Constable is engaged to carry out 

activities which support delivery of the PCC’s Police and Crime Plan. 

 
2.3 Group accounts are required to consolidate the two sets of accounts prepared 

by the PCC and Chief Constable. Three sets of accounts will be required for 

2012-13 compared with the single set of accounts previously prepared by the 

Police Authority.   
 

2.4 Full implementation of PCC arrangements and related accounting is being 
undertaken by a 2 phased approach, in line with the Police Reform and Social 
Responsibility Act 2011. For example, the first phase to be accounted for during 

2012-13 is most likely to assume all assets and liabilities are held by the PCC 
and therefore reported on a single Balance Sheet account.  This may however 

depend on local circumstances. 
 

2.5 The Police Reform and Social Responsibility Act, the legal framework covering 

the new PCC accounting arrangements confirms that: 
 

•   Accounts cover 1 April 2012 to 31 March 2013 
•   PCC and CC are both Schedule 2 bodies under 1988 Audit Commission Act 
• Both are required to publish a Statement of Accounts 

• Both are subject to audit 
• PCC is required to produce Group Accounts 

• PCC holds the Police Fund 

• For Accounting purposes the Chief Constable is a fully controlled subsidiary of 
the PCC 

 

Accounting Issues for the PCC Arrangements   

 
3.1 In December 2012 CIPFA published the Police LAAP (Local Authority Accounting 

 Panel) Bulletin 95 “Accounting for the Impact of Police Reform - the Accounting 

 Arrangements for the Transfer of Functions to the Police and Crime 
 Commissioner (England and Wales)”.  This was eagerly awaited by the police 

 accounting practitioners in the hope that guidance would facilitate consistency 

 across Forces in the application of accounting principles to PCC arrangements. 
 

3.2 LAAP 95 puts forward a “preferred option” rather than definitive guidance.   The 

two accounting options put forward by LAAP 95 are as follows: 



 

•   Approach A (preferred):   

 

This accounts for police bodies using merger accounting (FRS6 Acquisition and 
Mergers) whereby the results and cash flows of Police Authorities will be 

brought into the financial statements of the Police and Crime Commissioner 
and the Chief Constable from 1 April 2012.  This accounting treatment 
presents the new PCC entity as if it has always existed, hence comparative 

figures are required. 
 

• Approach B:  

 
This would require financial statements of the abolished Police Authority to 

reflect their results up to the date of transfer (22 November 2012) whilst the 

new bodies would then report their results from the date of inception to the 

end of the financial year.  This approach would require comparative figures for 
the Police Authority accounts but not for the new entities. 

 

The Chief Financial Officer proposes to prepare the accounts under Approach A 
 

3.3 Financial Statements required for the 2012-13 financial year are: 

 
PCC (single entity and group accounts) 

• Balance Sheet 

• Comprehensive Income and Expenditure 

• Movement in Reserves Statement 
• Cash Flow Statement 

• Comprehensive Notes to identify impact of local arrangements on the 

 Accounts 
• Group statements & notes  

 
Chief Constable (single entity accounts) 
• Comprehensive Income and Expenditure account  

• Balance Sheet, Cash Flow and Movement in Reserves Statement (MIRS) 
 (depending upon local arrangements) 

• Comprehensive notes to identify impact of local arrangements on the 
 Accounts 

 
3.4 The Police Reform and Social Responsibility Act proposes a two stage process 

covering the transfer of assets, staff and liabilities from the police authorities to 

the PCC. A statutory ‘stage 1’ transfer Stage occurred at midnight on the 21st 
November 2012 . A second ‘stage 2’ transfer whereby the PCC can further 

transfer assets, staff and liabilities to the Chief Constable at a later date. The 

government anticipates this second stage will be completed by March 2014.  
 

3.5 The potential splitting of assets on the balance sheet has generated much 

discussion amongst accounting practitioners and auditors’, and is considered to 

be a problematic area for 2012-13 due to lack of clear guidance and possible 
dependence upon local arrangements. 

 

3.6 As, under stage 1, all assets and liabilities sit on the PCC’s balance sheet it is 
likely that the Chief Constable’s Balance Sheet will be zero.  It likely therefore 

that instead of a full set of single entity accounts (as noted above), an 

operating cost statement will be produced for the Chief Constable.  The PCC and 
Group accounts will therefore be used to reverse the statutory accounting 



entries (e.g. depreciation, pensions) since the Chief Constable is not currently a 

local authority for accounting purposes and therefore cannot process such 

entries through his accounts. 

 
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. 

 
• Carbon Reduction Commitment Scheme (amendment to existing 

accounting policy): CIPFA have expanded the Code to reflect the fact that 
from 2012-13, the opportunity might exist for authorities to purchase 

allowances in advance or prospectively. The PCC may therefore need to 

recognise an intangible asset for any allowances held, based on a pre-agreed 

valuation (based on evidence gained from any active market for the trading of 
these allowances). If assets are held for trading, these allowances will be 

classed as current assets. The PCC will also recognise a liability for the 

surrender of allowances to the Carbon Reduction Commitment Registry.  
 

• Financial Instrument Disclosures (financial assets): Minor amendments to 
IFRS 7 have been made to disclosure requirements for Financial Instruments 
relating to transferred financial assets, although this is not likely to affect Police 

accounts. 
 

• Explanatory Foreword: The Code encourages local authorities to draft their 

Explanatory Forewords in line with guidance of the requirements of the 
Government’s Financial Reporting Manual. However CIPFA have not prescribed 

a sector-specific format, and therefore the lay-out of the Explanatory Foreword 

will remain very much down to local judgement.  

 
 
4.3  Accounting policies are a required part of the statement of accounts that the 

Committee approves each year.  The full set of accounting polices will be 
included in the draft accounts considered by the Committee in June. 

 

4.4  A list of the proposed accounting policies for 2012-13 is summarised in 

Appendix A.   The list identifies existing policies that require a decision on the 

treatment of changes applicable to the 2012-13 statement of accounts.  
 

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

 
 



Timetable  

 

5. Timetable for the 2012-13 statement of accounts:  

 

DATE TASK 

07 June Advertise Public Inspection of Accounts 

27 June Accounts Open for Public Inspection for 20 days 

26 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 

01 July External Audit fieldwork starts 

18 September Joint Audit Committee - Statement of Accounts Approved and signed 
off by External Auditor 

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

March 2013 

 
 

 

 

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 2012-13 

Change to 
Existing 

Policy 

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  No  

Retirement Benefits  No  

Events After the Balance Sheet Date No  

Financial Instruments: Financial Liabilities  No  

Financial Instruments: Financial Assets  Yes Requirement to 

evaluate risk and 
assess impact on 

financial position. 

Foreign Currency Translation No  

Government Grants & Contributions   
(including Donated Assets) 

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 Clarification on 

providing for the 
emission liability and 

accounting for the 



allowance held as an 

asset as an intangible. 

 
 

 
 

 

 
 

 
 
 

 
 

 
 

 

 


