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1 Purpose 

1.1 The purpose of this report is to inform the Audit and Risk Assurance Committee (ARAC) of 
any regulatory changes in relation to the preparation of the Annual Report and Accounts for 
financial year 2016-17 and to seek approval of the Accounting Policies to be adopted.  
 

 

2 Summary 
Main 
Report 
Ref: 

2.1 There are no significant changes required for the preparation of the Annual 
Report and Accounts for 2016/17. A number of minor disclosure changes are 
required. 
 

 

 

3 Recommendation 
Main 
Report 
Ref: 

3.1 The Committee is asked to note the minor changes to the Government’s 
Financial Reporting Manual (FReM) and to approve the Accounting Policies, as 
attached at Appendix A, to be adopted for the preparation of the 2016/17 Annual 
Report and Accounts. 

 

SCOTTISH FIRE AND RESCUE SERVICE  

Audit Risk and Assurance Committee 
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4 Key Strategic Implications 
Main 
Report 
Ref: 

4.1 
4.1.1 
 

Financial 
There are no financial implications directly associated with this report.  

 

4.2 
4.2.1 
 
 

Legal 
The SFRS is required to follow the Government Financial Reporting Manual 
(FReM) and Scottish Public Finance Manual (SPFM) when preparing the 
Annual Report and Accounts. 
 

 

4.3 
4.3.1 
 

Performance 
The Annual Report and Accounts communicates SFRS performance for the 
year and is formally audited before being laid before the Scottish Parliament. 
 

 

4.4 
4.4.1 
 

Environmental & Sustainability 
Not applicable. 

 

4.5 
4.5.1 
 

Workforce  
Not applicable. 

 

4.6 
4.6.1 
 

Health & Safety 
Not applicable. 

 

4.7 
4.7.1 
 

Engagement 
Not applicable. 

 

4.8 
4.8.1 
 

Timing 
Not applicable. 

 

4.9 
4.9.1 
 

Equalities 
Not applicable. 

 

4.10 
4.10.1. 
 

Risk 
Not applicable. 

 

 

5 Core Brief 

5.1 The Audit Risk and Assurance Committee was advised of the minor changes to the 
Government Financial Reporting Manual (FReM) for 2016/17 and asked to approve the 
Accounting Policies for use in the preparation of the Annual Report and Accounts. 
 

 

6 Appendices 

6.1 
 
6.2 

Appendix A - 2016/17 Accounting Policies 
 
Appendix B – Balance Sheet to support presentation 
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ACCOUNTING POLICIES 
 

 

1 PURPOSE 

1.1 The purpose of this report is to inform the Audit and Risk Assurance Committee (ARAC) of 
any regulatory changes in relation to the preparation of the Annual Report and Accounts for 
financial year 2016-17 and to seek approval of the Accounting Policies to be adopted. 
 

 

2 BACKGROUND 

2.1 
 
 
2.2 
 
 
 
 
2.3 

The SFRS is required to follow the Government Financial Reporting Manual (FReM) and 
Scottish Public Finance Manual (SPFM) when preparing the Annual Report and Accounts.  
 
During the year amendments to the FReM are formally published by Audit Scotland. A 
review of these documents is built into year-end processes to ensure that any relevant 
changes are incorporated, through reading of the Technical Bulletins prepared by Audit 
Scotland and discussions with the external auditors.  
 
The Accounting Policies are reviewed to confirm whether remain relevant and whether any 
changes are required. 
 

 

3 CHANGES TO FReM FOR 2016/17 

3.1 
 
 
 
3.2 
 
 
 
3.3 
 
 
3.4 
 

The 2016/17 FReM has been amended to clarify that, where disclosure requirements 
originate from Accounting Standards or Companies Act requirements, these apply to 
Scottish bodies. 
 
There is a new requirement for the Notes on expenditure to include a brief summary of staff 
costs with a reference to the more detailed disclosures in the Remuneration and Staff 
Report.  

 
There is no requirement to provide data on the use of off-payroll engagements this year in 
the Remuneration and Staff Report. 
 
The Notes to the Accounts should include disclosures where required under IFRS 8 
Operating segments.  
 

 

4 ACCOUNTING POLICIES 

4.1 
 
 

Taking account of these FReM changes and considering the operating environment of 
SFRS, it is not considered necessary to make any amendments to the Accounting Policies 
which were adopted in 2015/16. The Accounting Policies proposed for 2061/7 are attached 
at Appendix A. 

 

SCOTTISH FIRE AND RESCUE SERVICE  

Audit and Risk Assurance Committee 
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5 CHANGES TO AUDIT APPROACH 

5.1 
 
 
 
5.2 

In 2015, the FReM required the Annual Report to be presented in a revised format, 
including a Performance Report and an Accountability Report, which includes the 
Remuneration Report, Staff Report and the Governance Statement.  
 
2016/17 is the first year in which the auditors are required to formally provide an opinion on 
whether the Performance Report has been prepared in accordance with the Accounts 
Direction and whether the information in the Governance Statement is consistent with the 
Financial Statements, and whether that Statement has been prepared in accordance with 
the Accounts Direction. 
 

 

4 RECOMMENDATION 

4.1 The ARAC is asked to note the minor changes to the FReM and audit approach and 
approve the accounting policies. 
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APPENDIX A 
 
Accounting Policies 
 
1. Accounting Policies 

These financial statements have been prepared in accordance with the 2015/16 Government 
Financial Reporting Manual (FReM) issued by HM Treasury.  The accounting policies contained in 
the FReM apply International Financial Reporting Standards (IFRS) as adapted or interpreted for 
the public sector context.  Where the FReM permits a choice of accounting policy, the accounting 
policy and, where necessary, estimation technique which is judged to be most appropriate to the 
particular circumstances of the SFRS for the purpose of giving a true and fair view has been 
selected.   

The particular policies adopted by the SFRS in preparing these financial statements are described 
below.  They have been applied consistently in dealing with items that are considered material to 
the accounts. 

The Accounts have been prepared with reference to the following objectives: 

 to provide information about the financial position, performance and cash flows in a way that 
meets the “common need of most users”, and 

 to show the results of the stewardship and accountability of elected members and 
management for the resources entrusted to them. 

 

The following underlying assumptions have also been adhered to: 

 Accruals – with the exception of cash flow information, the statements have been prepared 
using the accrual basis of accounting, where the non-cash effects of transactions are included 
in the financial statements in the year in which they occur, not the year in which cash is paid or 
received, and 

 Going concern – the accounts have been prepared on the basis that the SFRS will continue to 
function for the foreseeable future. 

 

Application of Accounting Standards issued but have not yet been adopted 

As noted above, these financial statements have been prepared in accordance with the FReM 
issued by HM Treasury.  The FReM applies IFRS as adapted or interpreted for the public sector 
context, but does not require the following Standards and Interpretations to be applied in year 
ended 31 March 2016, which will be considered for application during financial year 2016/17. 

IFRS5: Non-current Assets held for sale and Discontinued Operations: Change in methods of 
disposal, 
IAS19 Employee Benefits – Discount rate: regional market issue, 
IAS1 – Disclosure Initiative, 
IAS16 and IAS38 – Clarification of acceptable methods of depreciation and amortisation 
 
The application of the Standards as revised would not have a material impact on the accounts year 
ended 31 March 2016 if applied in that year. 

 

Accounting Convention 

These accounts have been prepared under the historical cost convention modified to account for 
the revaluation of property, plant and equipment. 
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Accounting Period 

The accounting period commenced on 1 April 2015 and ended on 31 March 2016. 

Going Concern 

The Resource Budget for financial year ended 31 March 2016 has been approved by the Scottish 
Government and is considered adequate to allow the SFRS to meet its liabilities in the foreseeable 
future.  These financial statements have therefore been produced on a going concern basis. 

To the extent that the pension deficits are not met from SFRS sources of income it may only be 
met by future Grant in Aid from the sponsoring department, the Directorate for Safer Communities.  
This is because, under the normal conventions applying to parliamentary control over income and 
expenditure, such grants may not be paid in advance of need. 

Segmental Reporting 

The SFRS is operated as a single service and is also reported in this same format. Costs and 
support service overheads are not allocated to other parts of the organisation, and therefore there 
are no requirements for segmental reporting, however, a reconciliation between the management 
accounts position and the accounting statements is included in the Notes to the Accounts. 

Revenue Recognition 

Revenue is recognised net of VAT to the extent that it is probable that the economic benefits will 
flow to the SFRS and the revenue can be reliably measured. 

Grant in Aid and Revenue Grants 

SFRS is funded by the Scottish Government.  Grant in Aid is received throughout the year and is 
intended to meet SFRS estimated expenditure for both capital and revenue purposes.  It is 
accounted for as financing on a cash basis, not income, and is therefore credited to SFRS 
reserves and not incorporated within the SoCNE.  Grant in Aid cannot be drawn down in advance 
of need. 

Grants in aid, whether for revenue or capital purposes, are to be treated as contributions from 
controlling parties giving rise to a financial interest in the residual interest of the reporting entity, 
and are to be credited to general reserves and not to income or deferred income. 

Where grants are subject to conditions such that non-compliance would result in the grant being 
repaid, the potential liability to repay, and the conditions to be met, should be disclosed in a note to 
the accounts. 

The profit or loss on disposal of an asset financed by grant or grant-in-aid is taken to the Statement 
of Comprehensive Net Expenditure. 

Capital Grants 

Capital grants are accounted for in accordance with IAS20 Accounting for Government Grants and 
Disclosure of Government Assistance, and recognised in the SoCNE once conditions are met.  
Grant is treated as a capital grant received in advance where carry forward is permitted and any 
conditions have not been met. 

Provision of Services 

Revenue from the provision of services is recognised when the SFRS can measure reliably the 

percentage completion of the transaction and it is probable that economic benefits or service 

potential associated with the transaction will flow to the SFRS. 
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Rental Income 

Rental income from operating leases is recognised on a straight-line basis over the terms of the 
lease. 

Expenditure Recognition 

Supplies are recorded as expenditure when they are consumed – where there is a gap between 
the date supplies are received and their consumption, they are carried as inventories on the 
Statement of Financial Position (SoFP). 

Expenses in relation to services received (including those rendered by the SFRS employees) are 
recorded as expenditure when the services are received, rather than when payments are made. 

Interest payable on borrowings is accounted for on the cash flows that have been fixed or 
determined by the contract, or based on an annuity basis where borrowings have been provided by 
a local authority. 

Where revenue and expenditure have been recognised but cash has not been received or paid, a 
receivable or payable for the relevant amount is recorded in the SoFP.  Where there is evidence 
that debts are unlikely to be settled, the balance of receivables is written down and a charge made 
to revenue for the income that might not be collected. 

Benefits Payable During Employment 

Short-term employee benefits (those that fall due wholly within 12 months of the year end), such as 
wages and salaries, paid annual leave and paid sick leave, bonuses and non-monetary benefits for 
current employees, are recognised as an expense in the year in which employees render service 
to the SFRS.  An accrual is made in the SoCNE for the year for the cost of holiday entitlements 
and other forms of leave earned by employees but not taken before the year end and which 
employees can carry forward to the next financial year.  The accrual is made at the remuneration 
rates applicable in the following financial year. 

Post Employment Benefits 

As at 31 March 2016, the SFRS participates in four pension schemes, the Local Government 
Pension Scheme (Scotland) for support staff, the Firefighter’s Pension Scheme 1992, New 
Firefighters Pension Scheme 2006 and the Fire 2015 Scheme for Wholetime/Retained uniformed 
personnel.  For year ended 31 March 2016, the administration of Firefighters’ Schemes was 
undertaken by the Scottish Public Pensions Agency (SPPA) and the administration of LGPS 
remained with local authorities. 

 

 Local Government Pension Scheme (Scotland) 

The LGPS provides members with defined benefits related to pay and service.  It is 

supported by contributions from both employer and employee. There are 8 schemes 

covering staff in Scotland, administered by the local authorities noted above.  In April 2015, 

the LGPS became a Career Average Revalued Earnings (CARE) Scheme whereby pension 

benefits are based on earnings received within each year worked, which are index linked 

and totalled on retirement to provide an annual pension.   

 Firefighter’s Pension Scheme 1992 
The Firefighters’ Pension Scheme 1992 (FPS) is a final salary unfunded defined benefit 
scheme where payments are made on a “pay as you go” basis.  This is funded through 
contributions from employees, the SFRS and the Scottish Government. 

 New Firefighters Pension Scheme 2006 
The new Firefighters’ Pension Scheme 2006 (NFPS) was introduced on 6 April 2006, and is 
also a final salary unfunded defined benefit scheme, similar to the Firefighters’ Pension 
Scheme, the differences being a lower contribution rate, and different retirement criteria.  
Funding is provided in the same way as the FPS. 
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A recent development within this Scheme has been to allow retained firefighters who were 
employed by the Service between 1 July 2000 and 5 April 2006, access to this Scheme to 
provide them with comparable pension benefits to those enjoyed by wholetime firefighters 
during this period. Those individuals who were employed between these dates are now 
eligible to purchase pension rights under the terms of these new pension arrangements.  
This sub Scheme is known as the Retained Duty System (RDS) Modified Pension Scheme. 

 Fire 2015 Scheme 
The Fire 2015 Scheme was introduced on 1 April 2015 and is a CARE scheme rather than 
a final salary pension scheme.  Funding is provided in the same way as the FPS.  All new 
employees entering the Service will join this Scheme automatically.  Under the new 
arrangements the normal pension age for firefighters will be 60 which reflects the current 
retirement age for the 2006 Scheme.  
 
Firefighters who were previously in the 1992 or 2006 Schemes joined the 2015 Scheme 
automatically on 1 April 2015 where no protection was in place. A further group have 
transferred to this scheme, or will transfer, between now and 2022 depending on their 
individual circumstances.  The remaining group of firefighters will remain in their existing 
schemes. 
 

Contributions to the schemes are calculated to spread the cost of pensions over employees 
working lives, in line with IAS19 Employee Benefits.  The contributions are determined by an 
actuary on the basis of triennial valuations using the Age Attained Method and, in the intervening 
years, by rolling forward the scheme assets and liabilities in a desk top review. 

 

Variations from regular cost are spread over the expected average remaining working lives of 
scheme members, taking into account future withdrawals.  The expected cost of providing staff 
pensions to contributing employees is recognised in the SoCNE in accordance with IAS19, 
recognising retirement benefits as they are earned not when they are due to be paid. 

Pension Scheme Assets 

The FPS, NFPS and Fire 2015 Schemes, being unfunded, have no assets built up to meet pension 
liabilities.  The attributable assets of the various Local Government Pension Schemes (LGPS) 
have been measured at fair value and are identified in the Notes to the Accounts. 

Pension Scheme Liabilities 

The attributable liabilities of each scheme are measured on an actuarial basis using the projected 
unit method – i.e. an assessment of the future payments that will be made in relation to retirement 
benefits earned to date by employees, based on assumptions about mortality rates, employee 
turnover rates, etc. 

The change in the Net Pension Liability shown in the SoFP consists of the following: 

Current Service Cost 

This refers to the increase in liabilities as a result of years of service earned this year and is 
allocated to the cost of services in the SoCNE. 

Expected Net Return on Assets 

The expected annual investment return on assets for the LGPS is based on long-term expectations 
as at 31 March 2016.  This is shown net of the interest cost of each scheme, based on the discount 
rate and the present value of the scheme liabilities as at 31 March 2016. 
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Past Service Costs 

This refers to the increase in liabilities arising from current year decisions whose effect relates to 
years of service earned in previous years.  This is debited to the surplus/deficit on the SoCNE. 

Gains/Losses on Settlements and Curtailments 

The result of actions to relieve the SFRS of liabilities or events that reduce the expected future 
service or accrual of benefits of employees – debited/credited to the SoCNE. 

Actuarial Gains and Losses 

Changes in the net pensions liability that arise because events have not coincided with 
assumptions made at the last actuarial valuation or because the actuaries have updated their 
assumptions – debited to the Pensions Reserve. 

Contributions Paid to the LGPS Pension Funds 

Cash paid as employer’s contributions to the pension fund in settlement of liabilities; not accounted 
for as an expense. 

Discretionary Benefits 

The SFRS also has restricted powers to make discretionary awards of retirement benefits in the 
event of early retirements.  Any liabilities estimated to arise as a result of an award to any member 
of staff are accrued in the year of the decision to make the award, and accounted for using the 
same policies as those applied to the relevant pension schemes. 

Injury Awards 

The SFRS also has powers to make awards of injury benefits in the event of firefighters leaving 
through injury. Any liabilities estimated to arise as a result of an award to any member of staff are 
accrued in the year of the decision to make the award and accounted for using the same policies 
as those applied to the relevant compensation schemes. 

Cash and Cash Equivalents 

Cash and cash equivalents include cash in hand and deposits held with banks. 

Property, Plant and Equipment 

Assets that have physical substance and are held for use in the production or supply of goods or 
services, for rental to others or for administrative purposes and that are expected to be used during 
more than one financial year are classified as Property, Plant and Equipment. 

Asset Recognition 

All expenditure on the acquisition, creation or enhancement of property, plant and equipment has 
been capitalised on an accruals basis, provided that it is probable that the future economic benefits 
or service potential associated with the item will flow to the SFRS 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 benefits or service potential (i.e. repairs and maintenance) is charged as an 
expense when it is incurred. 

Asset Measurement 

Assets are initially measured at cost, comprising: 

 the purchase price, 

 any costs attributable to bringing the asset to the location and condition necessary for it to be 

capable of operating in the manner intended by management, 

 the initial estimate of the costs of dismantling and removing the item and restoring the site on 

which it is located. 
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Land and Buildings are included at Depreciated Replacement Cost (DRC) where there is no 

market-based evidence of fair value because of the specialist nature of the assets.  In all other 

cases, Existing Use Value (EUV) has been used.  As a minimum, five yearly valuations of Land 

and Buildings are carried out as part of a rolling programme, on the basis of current market value 

for land and depreciated replacement cost for buildings.  In addition, impairment reviews are 

carried out on major assets, and assets on which there has been significant spend, to determine if 

there has been any change in value in the years between valuations. 

Assets included in the SOFP at fair value are revalued regularly to ensure that their carrying 

amount is not materially different from their fair value at the year-end, but as a minimum every five 

years.  Increases in valuations are matched by credits to the Revaluation Reserve to recognise 

unrealised gains. 

At 31 March 2016, all land, buildings and dwellings assets due for valuation under the five year 

rolling programme, were re-valued by the SFRS’s in-house Estates and Valuations Surveyor, 

Russell Munn (BSC MRICS). Where decreases in value are identified, the revaluation loss is 

accounted for: 

 where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the 

carrying amount of the asset is written down against that balance (up to the amount of the 

accumulated gains), 

 where there is no balance in the Revaluation Reserve or insufficient balance, the carrying 

amount of the asset is written down against the relevant line in the SoCNE. 

 The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the 
date of its formal implementation. 

Donated Assets 

Assets classified as donated are measured at fair value on receipt.  The funding element is 
recognised as income and taken to the SoCNE.  Any subsequent revaluations are taken to the 
Revaluation Reserve.   

Impairment 

Assets are assessed at each year-end as to whether there is any indication that an asset may be 

impaired.  Where indications exist and any possible differences are estimated to be material, the 

recoverable amount of the asset is estimated and, where this is less than the carrying amount of 

the asset, an impairment loss is recognised for the shortfall. 

Where impairment losses are identified, they are accounted for: 

 where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the 

carrying amount of the asset is written down against that balance (up to the amount of the 

accumulated gains), 

 where there is no balance in the Revaluation Reserve or insufficient balance, the carrying 
amount of the asset is written down against the relevant line in the SoCNE. 

 Where an impairment loss is reversed subsequently, the reversal is credited to the relevant 
line in the SoCNE, up to the amount of the original loss, adjusted for depreciation that would 
have been charged if the loss had not been recognised. 

Disposals 

When it becomes probable that the carrying amount of an asset will be recovered principally 
through a sale transaction rather than through its continuing use, it is reclassified as an Asset Held 
for Sale.  The asset is revalued immediately before reclassification and then carried at the lower of 
this amount and fair value less costs to sell.  Where there is a subsequent decrease to fair value 
less costs to sell, the loss is posted to Other Operating Charges in the SoCNE.  Gains in fair value 
are recognised only up to the amount of any previously recognised losses.  Depreciation is not 
charged on Assets Held for Sale. 
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Assets that are to be abandoned or scrapped are not reclassified as Assets Held for Sale. 

When an asset is disposed of or decommissioned, the carrying amount of the asset in the SoFP 
(whether Property, Plant and Equipment or Assets Held for Sale) is written off to the Other 
Operating Charges line in the SoCNE as part of the gain or loss on disposal.  Receipts from 
disposals (if any) are credited to the same line in the SoCNE also as part of the gain or loss on 
disposal (i.e. netted off against the carrying value of the asset at the time of disposal). 

Assets Held for Sale 

An asset is classified as held for sale when it meets all of the following criteria: 

 It is available for immediate sale, 

 A plan agreed by management is in place and steps are actively being taken to conclude a 
sale, and 

 It is actively being marketed with an expectation of a sale within the next 12 months. 

Assets meeting these criteria are revalued and measured at the lower of their carrying amount 
immediately prior to reclassification and fair value less costs to sell.  There is no depreciation on 
assets held for sale. 

Depreciation 

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic 
allocation of their depreciable amounts on a straight line basis over their useful lives.  An exception 
is made for assets without a determinable finite useful life (i.e. freehold land, Heritage Assets and 
assets held for sale) and assets that are not yet available for use (i.e. assets under construction). 

Useful economic lives as estimated by experts are as follows: 

Category Useful economic life 

Buildings 10-64 years 

Cars & Vans 5 years 

Fire Appliances (including specialist appliances) 10-15 years 

Equipment 3-20 years 

 
Assets under construction are recognised at cost and not depreciated until the asset is brought into 
use. 

Componentisation 

In accordance with IAS16 Property, Plant and Equipment a componentisation policy for material 
assets has been adopted with effect from 1 April 2013.  SFRS will componentise material assets 
with a carrying value over £0.5 million, unless, in the expert opinion of our professional valuer, it 
does not lend itself to componentisation by its complex nature.  This will be carried out where 
material assets are acquired, revalued or enhanced. 

The SFRS policy noted above has been applied to all relevant assets brought on from legacy 
services and will continue to be applied as they are revalued through the five year rolling 
programme of valuations. 

Intangible Assets 

Intangible assets have no physical substance but are identifiable and controlled by the SFRS.  It 
can be established that there is an economic benefit or service potential associated with the item 
which will flow to the SFRS.  This expenditure is mainly in relation to software licenses purchased 
by legacy services.  Expenditure on the acquisition, creation or enhancement of intangible assets 
is capitalised on an accruals basis when it will bring benefits of longer than one year. 
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Intangible assets are initially measured at cost and included in the SoFP at net historical cost.  
Intangible assets are depreciated on a straight line basis over the life of the asset.  

 

Leases 

Leases are classified as finance leases where the terms of the lease transfers substantially all the 
risks and rewards incidental to ownership of the property, plant or equipment from the lessor to the 
lessee.  All other leases are classified as operating leases. 

Where a lease covers both land and buildings, the land and building elements are considered 
separately for classification. 

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. 

Operating Leases 

Rentals payable under operating leases are charged to the SoCNE on a straight-line basis, over 

the term of the lease. 

Provisions, Contingent Liabilities and Contingent Assets 

Provisions 

Provisions are made where an event has taken place that gives the Board a legal or constructive 

obligation that probably requires settlement by a transfer of economic benefits or service potential, 

and a reliable estimate can be made of the amount of the obligation. 

Contingent Liabilities 

A contingent liability arises where an event has taken place that gives the SFRS 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 SFRS.  Contingent liabilities also arise in 

circumstances where a provision would otherwise be made but either it is not probable that an 

outflow of resources will be required or the amount of the obligation cannot be measured reliably.  

Contingent liabilities are not recognised in the SoFP but disclosed in a note to the accounts. 

Reserves 

The General Reserve represents the excess of expenditure over income on grant in aid funded 

operations, or other grant income streams, e.g. transitional funding. 

The Revaluation Reserve represents the increase in value of land and buildings over their 

historical costs. 

Taxation 

VAT payable is included as an expense only to the extent that it is not recoverable from Her 

Majesty’s Revenue and Customs (HMRC).  VAT receivable is excluded from income. 

Corporation Tax is payable on profit generated from business activities undertaken by SFRS.  

Income from GiA is not subject to Corporation Tax. 

Financial Instruments 

Financial Assets 

Financial assets held by the SFRS consist of Trade and Other Receivables and Cash and Cash 

Equivalents.  Trade receivables are non-derivative financial assets with fixed or determinable 

payments that are not quoted in an active market.  
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As the Cash requirements of the SFRS are met through Grant-in-Aid provided by the Directorate 

for Safer Communities, financial instruments play a more limited role in creating and managing risk 

than would apply to a non-public sector body.  Cash balances are held with the Government 

Banking Service (GBS) and SFRS is not therefore exposed to significant credit, liquidity or market 

risk in respect of financial assets.  There is no difference between book value and fair value for 

cash and cash equivalents shown in the SoFP. 

Financial Liabilities 

Financial liabilities within the SFRS consist of Trade and Other Payables, and Borrowings. Trade 

payables are held at fair value, and are typically non-derivative financial liabilities with fixed or 

determinable payments that are not quoted in an active market.  They arise when SFRS receives 

goods or services with no intention of trading the liability.  

There are two types of Borrowings held by the SFRS: 

i) Public Works Loan Board (PWLB) loans were taken out by legacy services that carried out 

the Treasury Management function (i.e. borrowings and investments) in their own right.  

These are recognised on the SoFP at the point when the SFRS becomes a party to the 

contractual provisions of a financial instrument and are initially measured at fair value and 

carried at their amortised cost, i.e. including accrued interest.   

For borrowings held by the SFRS therefore, the amount presented on the SoFP is the 

outstanding principal repayable including accrued interest, and annual charges to the SoCNE 

for interest payable is the amount payable in the year on an accruals basis. 

ii) The second type of financial liability arises where the Treasury Management function for 

legacy Fire Services was carried out by the lead authority.  Schedules have been provided 

by the lead authorities showing total outstanding debt, amounts of principal repayable each 

year, and indicative amounts of related interest payable each year.  The interest is calculated 

by each former lead authority using a pooled interest rate which is applied to all loans in their 

portfolio. 

In these cases, financial liabilities are shown in the SoFP at the values provided by the 

former lead authorities.  Annual charges to the SoCNE for interest payable are based on the 

carrying amount of the liability multiplied by the effective rate of interest for the instrument, as 

calculated by each former lead authority. 

Financial liabilities are derecognised when the contractual obligations are discharged, cancelled or 

expire. 

Review of Accounting Policies and Estimation Techniques 

These financial statements have been prepared under IFRS incorporating any departures required 

by the FReM, and all accounting policies have been reviewed to ensure their continued relevance. 

Estimates and judgements are regularly evaluated and are based on historical experience and 

other factors, including expectations of future events that are believed to be reasonable under the 

circumstances.  Actual results may differ from those estimates and underlying assumptions are 

continuously reviewed. 

The main areas of estimation relate to the following: 

 The valuation of land and buildings, where the services of professionally qualified surveyors 

are used to ensure that best practice and consistency of approach is applied, and 

 The valuation of Pension Scheme assets and liabilities, where professionally qualified 

actuaries are employed to provide the information required under IAS19 Employee 

Benefits. 
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Changes in Accounting Estimates  

Changes in accounting estimates are accounted for prospectively, i.e. in the current and future 
years affected by the change. 

Events after the Reporting Period 

Events after the reporting period end represent those events which occur between the end of the 
reporting period and the date when the Annual Report and Accounts are authorised for issue.   

Material events for which conditions exist at 31 March are reflected on an accruals basis within the 
financial year.   The Notes to the Accounts contain details of material events where their conditions 
did not exist as at 31 March.  

Inventories 

Inventories are included in the Statement of Financial Position at the lower of cost or net realisable 
value on an average cost basis. 
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APPENDIX B 
 
STATEMENT OF FINANCIAL POSITION 
AS AT 31 MARCH 2016 
 

   

  
Note 

 

As at 
31 March  

2016 
£000s 

As at 
31 March 2015 

£000s 

ASSETS 
Non-current assets 

   

Property, Plant and Equipment 25 521,756 519,755 

Heritage Assets 25 933 933 

Intangible Assets 25 1,297 2,295 

Long-term debtors 21 4,631 196 

Total non-current assets  528,617 523,179 

Current assets 
 

  

Assets classified as held for sale 29 13,177 280 

Inventories 22 1,479 1,396 

Trade and other receivables 10 7,367 12,236 

Cash and cash equivalents 13 1,169 1,580 

Total current assets 
 

23,192 15,492 

Total assets 
 

551,809 538,671 

LIABILITIES 
Current liabilities  

  

Trade and other payables 11 28,420 28,586 

Short-term provisions 17 1,596 2,343 

Short-term borrowing 24 2,115 5,754 

Total current liabilities 
 

32,131 36,683 

Total assets less current liabilities  519,678 502,013 

Non-current liabilities 
 

  

Long-term borrowing 24 62,436 63,947 

Long-term provisions 17 870 795 

Other long-term liabilities 30 0 1,629 

Other long-term liabilities (Pensions) 14 3,044,115 3,555,421 

Other long-term liabilities (Injury Benefits) 14 69,062 212,262 

Total non-current liabilities  3,176,483 3,834,054 

Total Assets less liabilities 

 

(2,656,805) (3,332,066) 

Taxpayers equity 
 

  

General Reserve   293,719 284,618 

Revaluation Reserve   162,653 150,999 

Pensions Reserve  14 (3,113,177) (3,767,683) 

Total Taxpayers Equity 
 

(2,656,805) (3,332,066) 

 

 


