Performance and Audit Committee
Friday 2nd March 2018
Item 6(c) Accounting Policies
ACCOUNTING POLICIES
1.

Introduction

1.1

This report presents the Partnership’s Accounting Policies proposed for
preparation of the 2017/18 Annual Accounts, for review by the Partnership’s
Performance and Audit Committee.

2.

Accounting Policies

2.1

The Partnership’s Annual Accounts are prepared in accordance with the
International Financial Reporting Standards (IFRS) based Code of Practice on
Local Authority Accounting in the United Kingdom (the Code) to ensure that
the Annual Accounts "present a true and fair view" of the financial position
and transactions of the Partnership.

2.2

Appendix 1 presents the Partnership’s existing Accounting Policies, applied in
preparation of the 2016/17 Annual Accounts.

2.3

There are no changes to the Accounting Code of Practice which are
anticipated to require a change to the Partnership’s Accounting Policies for
preparation of the 2017/18 Annual Accounts and it is consequently
recommended that the Policies detailed in Appendix 1 are applied when
preparing the 2017/18 Annual Accounts.

4.

Recommendations

4.1

It is recommended that the Performance and Audit Committee review the
proposed Accounting Policies for 2017/18 and comment as appropriate.

4.2

Subject to any comments arising from Performance and Audit Committee’s
review of the proposed Accounting Policies for 2017/18, it is recommended that
the Accounting Policies detailed in Appendix 1 are applied when preparing the
2017/18 Annual Accounts.

HUGH DUNN
Treasurer
2nd March 2018

Appendices

Appendix 1 – Accounting Policies

Contact/tel

Iain Shaw, Tel: 0131 469 3117
(iain.shaw@edinburgh.gov.uk)

Policy Implications

There are no policy implications arising as a
result of this report.

Financial Implications

There are no financial implications arising.

Race Equalities
Implications

There are no race equality implications
arising as a result of this report.

Gender Equalities
Implications

There are no gender equality implications
arising as a result of this report.

Disability Equalities
Implications

There are no disability equality implications
arising as a result of this report.

Climate Change
Implications

There are no climate change implications
arising as a result of this report.

The South East of Scotland Transport Partnership (SESTRAN)

Appendix 1

1.

Statement of Accounting Policies

1.1

Accounting Policies
The Annual Accounts are prepared in accordance with the International
Financial Reporting Standards (IFRS) based Code of Practice on Local
Authority Accounting in the United Kingdom (the Code). This is to ensure that
the Annual Accounts "present a true and fair view" of the financial position
and transactions of the Partnership.
The Annual Accounts are prepared on an historic cost basis, modified by the
valuation of pension assets and liabilities and property, plant and equipment,
where appropriate.

1.2

Revenue Expenditure
Revenue expenditure is that which does not yield benefit beyond the year of
account. In broad terms the revenue expenditure of the Partnership can be
divided into two categories:
·
employees;
·
day-to-day operating expenses, includes costs incurred in respect of
furniture and fittings, and equipment.

1.3

Accruals of Expenditure and Income
The revenue account is prepared on an accruals basis in accordance with the
Code of Practice. Amounts estimated to be due to or from the Partnership,
which are still outstanding at the year end, are included in the accounts.
Government Grants are accounted for on an accruals basis.

1.4

Operating Leases
a)
Leased-in assets
Rental payments under operating leases are charged to the
Comprehensive Income and Expenditure Statement on a straight-line
basis over the life of the lease.
b)
Leased-out assets
The Partnership does not have any leased-out assets that fall under
the definition of operating leases.

1.5

Overheads
The cost of service in the Comprehensive Income and Expenditure Statement
includes the Partnership's overheads.

1.6

Charges to the Comprehensive Income and Expenditure Statement for
use of non-current assets
Charges are made to the Comprehensive Income and Expenditure Statement
for the use of non-current assets, through depreciation charges. The
aggregate charge to individual services is determined on the basis of the
assets used in each service.

1.7

Employee Benefits
Pensions
The Partnership is an admitted body to the Local Government Pension
Scheme (LGPS) which is administered by the Lothian Pension Fund. The
LGPS is a defined benefit statutory scheme, administered in accordance with
the Local Government Pension Scheme (Scotland) Regulations 1998, as
amended.
The Annual Accounts are prepared including pension costs, as determined
under International Accounting Standard 19 – Employee Benefits (IAS 19).
The cost of service in the Comprehensive Income and Expenditure Statement
includes expenditure equivalent to the amount of retirement benefits the
Partnership has committed to during the year. Pensions interest cost and the
expected return on pension assets are included in the “Surplus or Deficit on
the Provision of Services” within the Comprehensive Income and Expenditure
Statement.
The pension costs charged to the Comprehensive Income and Expenditure
Statement in respect of employees are not equal to contributions paid to the
funded scheme for employees. The amount by which pension costs under
IAS19 are different from the contributions due under the pension scheme
regulations are disclosed in the Movement in Reserves Statement for the
General Fund.
Pension assets are valued at bid value (purchase price), as required under
IAS19.
Under pension regulations, contribution rates are set to meet 100% of the
overall liabilities of the Fund.
Accruals of Holiday Leave
Cost of service includes a charge for annual leave to which employees are
entitled, but have not taken as at the Balance Sheet date. The Partnership is
not required to raise requisitions on constituent councils to cover the cost of
accrued annual leave. These costs are therefore replaced by revenue
provision in the Movement in Reserves Statement for the General Fund
balance by way of an adjusting transaction with the Accumulated Absence
Account.

1.8

Non-Current Assets
a)
Intangible Assets
Expenditure on assets that have no physical substance but are
identifiable and controlled by the Partnership are capitalised where a
benefit of more than one financial year can be established. The
balance is depreciated over the economic life of the asset to reflect the
pattern of consumption of benefits. Intangible assets are valued on an
historic cost basis.
b)

Property, Plant and Equipment
Property, Plant and Equipment is categorised into the following
classes:
·
Vehicles, plant and equipment;
·
Assets under construction;

Recognition:
·
Expenditure on the acquisition, creation or enhancement of Property,
Plant and Equipment is capitalised on an accruals basis;
Depreciation:
·
Depreciation is provided on all Property, Plant and Equipment;
·
The Partnership provides depreciation on its Property, Plant and
Equipment from the month when it comes into use. Thereafter
depreciation is provided on a straight-line basis over the expected life of
the asset. No depreciation is provided on Assets Under Construction.
Measurement:
Property, Plant and Equipment is included in the Balance Sheet at the lower
of net current replacement cost or net realisable value in existing use, net of
depreciation.
1.9

Government Grants and Other Contributions
● Revenue
Revenue grants and other contributions are included in the financial
statements on an accruals basis.
Where such funds remain unapplied at the Balance Sheet date, but approval
has been given to carry these funds forward to the next financial year, the
funds are accrued.
● Capital
Capital grants and contributions are recognised in the Comprehensive Income
and Expenditure Statement, except to the extent there are conditions attached
to them that have not been met.
Where there are no conditions attached to capital grants and contributions,
these funds are a reconciling item in the Movement in Reserves Statement by
way of an adjusting transaction with the capital adjustment account where
expenditure has been incurred and the unapplied capital grants account,
where expenditure has not been incurred.
Where there are outstanding conditions attached to capital grants and
contributions that have not been met by the Balance Sheet date, the grant or
the contribution will be recognised as part of capital grants in advance. Once
the condition has been met, the grant or contribution will be transferred from
capital grants received in advance and recognised as income in the
Comprehensive Income and Expenditure Statement.

1.10

Provisions
Provisions are made for liabilities of uncertain timing or amount that are
incurred.
The value of provisions is based upon the Partnership’s obligations arising
from past events, the probability that a transfer of economic benefit will take
place, and a reasonable estimate of the obligation.

1.11

Reserves
Reserves held on the Balance Sheet are classified as either usable or
unusable. Unusable reserves cannot be applied to fund expenditure. Under
the Transport (Scotland) Act 2005, the Partnership does not have the power
to operate a General Fund reserve.
The Partnership operates the following unusable reserves:
a)
Pension Reserve
The Partnership operates a Pensions Reserve Fund under the terms of
the Local Government Pension Reserve Fund (Scotland) Regulations
2003. The Pension Reserve represents the net monies which the
Partnership requires to meet its net pension liability as calculated under
IAS 19, Employee Benefits.
b)
Capital Adjustment Account
The Capital Adjustment Account represents movement in the funding
of assets arising either from capital resources such as capital receipts,
or capital funded directly from revenue contributions.
c)
Accumulated Absences Account
This represents the net monies which the Partnership requires to meet
its short-term compensated absences for employees under IAS19.

1.12

Financial Instruments
Financial Assets
Loans and receivables are initially measured at fair value and carried at their
amortised cost. Annual credits to the Comprehensive Income and
Expenditure Statement for interest receivable are based on the carrying
amount of the asset multiplied by the effective rate of interest for the
instrument.
Surplus funds held on behalf of the Partnership are managed by the City of
Edinburgh Council under a formal management agreement in a pooled
investment arrangement.

1.13

Cash and Cash Equivalents
Cash and cash equivalents include credit and debit funds held in banks.

1.14

Contingent Liabilities
A contingent liability arises where an event has taken place that gives the
Partnership a possible obligation whose existence will only be confirmed by
the occurrence or otherwise of uncertain future events not wholly within the
control of the Partnership.
Contingent liabilities are not recognised in the Balance Sheet but disclosed in
a note to the accounts.

1.15

Value Added Tax
VAT payable is included as an expense only to the extent that it is not
recoverable from Her Majesty's Revenue and Customs.

1.16

Events After the Reporting Period
Events after the reporting period are those events, both favourable and
unfavourable, that occur between the end of the reporting period and the date
when the Annual Accounts are authorised for issue.
Two types of events can be identified:
i)
those that provide evidence of conditions that existed at the end of the
reporting period - the Annual Accounts are adjusted to reflect such
events;
ii)
those that are indicative of conditions that arose after the reporting
period - the Annual Accounts are not adjusted to reflect such events,
but where a category of events would have a material effect, disclosure
is made in the notes of the nature of the events and their estimated
financial effect.
Events taking place after the date of authorisation for issue are not reflected in
the Annual Accounts.

1.17

Short Term Debtors and Short-Term Creditors
The revenue transactions of the Partnership are recorded on an accruals
basis which means that amounts due to or from the Partnership, but still
outstanding at the year end, are included in the accounts. Where there was
insufficient information available to provide actual figures, estimates are
included.

1.18

Changes in Accounting Policies and Estimates and Errors
Changes in accounting policies are only made when required by proper
accounting practices or the change provides more reliable or relevant
information about the effect of transactions, other events and conditions on
the Partnership's financial position or performance.
Changes in accounting estimates are accounted for prospectively; i.e. in the
current and future years affected by the change.
Material errors discovered in prior period figures are corrected retrospectively
by amending opening balances and comparative amounts for the prior period.

