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THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
Statement of Accounts 2011/12 
 
INTRODUCTION BY CONVENER OF THE BOARD  
 
The Board’s financial performance is detailed in the statements that follow and I 
thank the Board, and the staff of Strathclyde Fire and Rescue and South Lanarkshire 
Council, our lead authority, for their important contributions throughout the year. 
 
Members and officers of our constituent Councils have continued to work with us to 
achieve a successful balance between service levels and financial support from 
individual councils.  This work continues to maintain effective management and 
ensure ongoing improvements in the delivery of services to our communities, and I 
would like to take this opportunity to acknowledge the support the Board receives 
from the constituent Councils. 
 
I am encouraged that the finances of the Board continue to be healthy and that the 
balances being carried forward will provide a necessary safety net during this time of 
significant uncertainty and financial challenge. 
 
The latest financial year, 2011/12, has seen Strathclyde Fire and Rescue continue to 
make significant progress against its ongoing objectives contained in Vision 2020.  
 
As we move towards a single Scottish Fire Service in April 2013, we are confident 
that the Board is well prepared for the many challenges of the future, and continues 
to make real progress towards making our communities safe places to live, work and 
visit. 
 
 
 
COUNCILLOR BRIAN WALLACE 
CONVENER 
 
 

 1 



The Board of Strathclyde Fire and Rescue 

2 

THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
Statement of Accounts 2011/2012 
 
SERVICE OUTLINE BY CHIEF OFFICER 

It is a time of great change for fire services across Scotland, as we move from eight distinct 
brigades to a single Scottish Fire and Rescue Service. Justice Secretary Kenny MacAskill 
announced the Scottish Government’s intention to merge the individual fire and police 
services into national bodies last September, with the aim of delivering savings of £130 
million a year.  

Personnel from Strathclyde Fire and Rescue (SFR) are working closely with colleagues 
across the country to deliver the work of fire reform. We are an outstanding Service, and I 
am confident our expertise can help raise the bar in fire service delivery across the UK and 
beyond.  However, while our work on service reform is vital, our focus remains on the 
public and I am immensely proud of the dedication and professionalism of every member of 
SFR who strives to make the communities we serve safe places to live, work and visit.  

Our work received glowing praise earlier this year, when the Accounts Commission delivered 
its Best Value Audit of Strathclyde Fire and Rescue. Among the specific points for praise 
were our “highly effective model for working with other public bodies”, the “strong leadership” 
provided by SFR officers, the introduction of the 5 Group Duty system and the delivery of 
“significant efficiency savings through the effective use of resources”.  This was an 
outstanding Audit, made possible thanks to the exemplary work of SFR’s staff.  

Another high-profile success over the last year has been our winter safety campaign which, 
I’m pleased to report, drove fire deaths and injuries and accidental fires over the festive 
period from 1st December 2011 to 6th January 2012 down to a five-year low.  SFR invested 
£81,000 in this targeted campaign, which featured hard-hitting TV adverts showing 
firefighters talking about their own experiences of fatal fires. The campaign’s safety 
messages, which focused on the provision of working smoke alarms and the dangers of 
smoking and cooking under the influence of alcohol were seen or heard more than 32 million 
times, with more than 500 home fire safety visits being booked over the run of the campaign. 
There was a 16 per cent drop in accidental dwelling fires, from 2010/2011 to 2011/12 and a 
38 per cent drop in fire casualties from 2007/08 to 2011/12.  

While every death is a tragedy and human life cannot be valued in pounds and pence, the 
financial cost to emergency services can be. In terms of finance, each fire death costs in 
excess of £1.5 million; this figure considers the values assigned to property loss, treatment 
and emergency service response. Taking these costs into account it is immediately clear 
that, in addition to lives saved, there have been substantial financial savings as a result of 
this fire safety initiative.  

This year has also seen SFR make a significant investment in the future of firefighters 
across Scotland and beyond with the opening of our new state-of-the-art training centre. 
Named Uaill, which translated from Gaelic means pride, this magnificent facility is spread 
across 40 acres and is already winning international acclaim for its world-leading design. 
Uaill will offer firefighters access to a cutting-edge, custom-built environment consisting of 22 
buildings and an extensive transport network in which they can gain the experience and 
knowledge they need to protect their local communities and enhance their own skills and 
safety. 

But it is not only firefighters who will benefit from this new training centre. During the 
construction of this facility, 15 apprentices have been employed thanks to our partnership 
with the local authority and the main contractor. In these challenging economic times, these 
apprenticeships will give young people from the local area the vital skills they need to launch 
their careers and continue in employment as skilled tradesmen, securing their futures and 
sowing the seeds of wider economic recovery. The local community has also benefited from 
site employees and partnership staff undertaking voluntary work, and supporting special 
events at local schools to enhance educational opportunities. 



The Board of Strathclyde Fire and Rescue 
Our training centre is a powerful illustration of SFR’s scale, ambition and commitment to our 
staff and the communities we serve. As we look to the future and a single national service, 
we will carry this commitment forward, ensuring communities across Scotland are protected 
and served by a fire service which is equipped and ready to meet the challenges of 
firefighting in the 21st century. 

 
 
 
 
 
B.P. SWEENEY Q.F.S.M D.Univ. M.A. 
CHIEF OFFICER 
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THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
Statement of Accounts 2011/12 
 
EXPLANATORY FOREWORD TO THE STATEMENT OF ACCOUNTS 
 
INTRODUCTION 
The purpose of this Foreword is to provide a brief guide to the most significant 
matters reported in this Statement of Accounts.  To this end, the Foreword contains a 
brief summary of the overall financial position of the Board, as well as noting changes 
to the Accounts as required by the Code of Practice on Local Authority Accounting in 
the United Kingdom 2011/12 (the Code).  It also includes comments on major 
influences affecting the Accounts, as well as a guide to the core statements of 
accounts. 

OVERALL FINANCIAL POSITION 

The Board’s budget for 2011/12 was set at £137.505 million, funded by a 
combination of support from the twelve councils in the Board’s area (£123.445 
million), £13.060 million from Scottish Government relating to Firefighters’ Pensions, 
and £1 million contribution from the General Fund. 

The Comprehensive Income and Expenditure Statement (CIES) on page 11 shows 
Net Operating Expenditure for the year of £230.671 million which is £67.131 million 
less than the total income received from precepts and Scottish Government funding 
for capital and Firefighters’ Pensions.  It is important to note that while this represents 
the actual financial performance for the year, the Board raises precepts using a 
different accounting basis, the main differences being: 

• Accounting for capital investment as it is financed, rather than when it is 
consumed, and 

• Retirement benefits are charged as amounts become payable to pension 
funds and pensioners, rather than as future benefits are earned. 

The General Fund Balance, therefore, measures spending against the precepts 
received during the year, taking into account balances carried forward from previous 
years, and contributions made to or from reserves earmarked for future use.  The 
change is shown in the Movement in Reserves Statement (MiRS). 

In 2011/12, the MiRS on page 10 shows that the General Fund Balance has 
decreased by £1.010 million reflecting the budgeted use of carried forward balances, 
and shows that at 31 March 2012, the Board has a cumulative Fund Balance of 
£10.096 million, for which ministerial permission was granted to exceed the statutory 
limit.   

In setting its budget for 2012/13, the Board has agreed to base its budget on taking 
an equal share of the additional efficiency savings passed on to local government 
following significant changes to the economic environment within the United 
Kingdom.  Since the start of this latest Spending Review period, this has resulted in a 
decrease of 2.8% on the 2010/11 precept.  It is proposed to make a contribution from 
reserves during 2012/13 of £2 million.  

POLICE AND FIRE SERVICES (FINANCE) (SCOTLAND) ACT 2001 
The Police and Fire Services (Finance) (Scotland) Act 2001 makes provision for joint 
police boards and joint fire boards to carry forward unspent balances from one 
financial year to the next. The amount carried forward in any year must not exceed 
3% of the contributions made by the constituent authorities for that year. In addition 
the total carried forward balance should not exceed 5% of the constituent authorities 
contributions for that year. 
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The cumulative Fund Balances of £10.096 million at 31 March 2012 are in excess of 
the amount allowed by this legislation by £3.9 million, however, ministerial permission 
was granted during 2011/12 to exceed the statutory limit.  There is a planned 
contribution from reserves of £2 million during 2012/13, and the remainder will be 
dealt with in accordance with the methodology agreed between CoSLA and the 
Scottish Government in relation to Fire Reform. 

IMPACT OF IAS19 RETIREMENT BENEFITS 
The Code, the basis on which the accounts have been prepared, has fully 
incorporated the requirements of IAS19 for the year ended 31 March 2012. The 
application of the Code in this regard is outlined in the Statement of Accounting 
Policies at paragraph 1.2, Employee Benefits, on page 16. 

The purpose of the standard is to ensure that organisations account for retirement 
benefits when they are committed to pay them, even if the actual payment will be 
many years in the future. 

The impact on the Balance Sheet is to include an actuarial assessment of the 
Board’s liability in respect of the three pension schemes to which it contributes. 
Details of these pension schemes are provided at Note 19 (pages 36 to 41) to the 
Notes to the Core Statement of Accounts.  

With effect from 1 April 2010, public services pensions are up-rated in line with the 
Consumer Prices Index (CPI) rather than the Retail Prices Index (RPI).  This resulted 
in a significant past service gain in the Non Distributed Costs and Gains line of the 
CIES of £145.355 million.  The impact of this was for one year only, explaining why 
there is a significant difference between the figures on this line for 2010/11 (income 
of £145.355 million) and 2011/12 (expenditure of £13.694 million). 

The net liability is balanced by a Pensions Reserve. Overall, the Net Worth is shown 
as a significant negative balance of £973 million at 31 March 2012 (£910 million at 31 
March 2011). 

As the Firemen’s Pension Scheme 1992 and New Firefighters’ Pension Scheme 
2006 are unfunded they have no assets invested to cover their liabilities. The Local 
Government Pension Scheme invests in assets and is currently in a net asset 
position.  Note 19 to the Core Financial Statements contains details of the Pension 
Liability.  Charges and credits in relation to the movement in the pension liability are 
reflected in the CIES at the level of Net Operating Expenditure. The net impact on the 
CIES is balanced by a contribution from the Pensions Reserve, resulting in a nil 
impact on the amount to be met from Precepts.  

GOING CONCERN 
The balance sheet as at 31 March 2012 shows Total Net Worth as a significant 
negative balance of £973 million (£910 million at 31 March 2011), due to the 
inclusion of liabilities related to defined benefit schemes as required by IAS19.  
These liabilities will fall due in future years, and will be financed by grant funding from 
Scottish Government.  Budgets have been approved for financial year 2012/13, and 
there is no reason to believe that approvals will not be granted in the future.  These 
financial statements have therefore been produced on a going concern basis. 

POLICE AND FIRE REFORM - NON-ADJUSTING EVENT AFTER THE 
REPORTING PERIOD 

The Police and Fire Reform (Scotland) Act 2012 received Royal Assent on 7 August 
2012.  Responsibility for Police and Fire and Rescue Services will transfer from local 
government to new central government bodies on 1 April 2013.  In 2013/14, the Joint 
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Board will no longer be responsible for service provision.  The full impact and 
mechanisms of the reform process are currently being assessed. 

KEY ELEMENTS OF INCOME AND EXPENDITURE 

The largest proportion of the Board’s expenditure is in respect of Employee Costs 
£159.026 million (83% of Gross Expenditure). Included within this balance is £38.661 
million (20% of Gross Expenditure) in relation to Firefighters’ Pensions. Capital 
financing costs amount to £11.692 million, being 6% of Gross Expenditure. 

The income received of £22.147 million comprises:  
• Firefighters’ Pension Income of £20.153 million (91%) in respect of Employer 

Contributions (£12.914 million) and Contributions from Employees (£7.239 
million); and 

• miscellaneous charges of £1.994 million (9%). 

FUNDING OF CAPITAL EXPENDITURE 
Capital expenditure is primarily funded by grants received from the Scottish 
Government. These grants can be augmented by the use of capital funds, capital 
receipts and also borrowing within the context of the CIPFA Prudential Code.  The 
analysis of capital funding during 2011/12 is shown in Note 24 on page 45. 

CURRENT BORROWING FACILITIES 
The Board has authority to borrow from the Public Works Loan Board (PWLB) and 
other lenders to finance its capital expenditure requirements. Approximately 92% of 
the current loan debt outstanding is due to the PWLB. 

ICELANDIC BANKS 
Early in October 2008, several Icelandic banks (Landsbanki, Kaupthing and Glitnir) 
collapsed and the UK subsidiaries of the banks Heritable, Kaupthing Singer and 
Friedlander went into administration.  The Board had two deposits totalling £3 million 
with Heritable at this time, and further details of how this has been treated within 
these financial statements are shown in Note 29 (e) on pages 54 to 56. 

ACCOUNTING STATEMENTS 
The Code requires the following core accounting statements to be produced:  

The Movement in Reserves Statement shows the movement in the year on the 
different reserves held by the Board, analysed into “useable reserves” (i.e. those that 
can be applied to fund expenditure) and other reserves.  The Surplus or (Deficit) on 
the Provision of Services line shows the true economic cost of providing the Board’s 
services, more details of which are shown in the CIES.  These are different from the 
statutory amounts required to be charged to the General Fund Balance.  The Net 
Increase / Decrease before Transfers to Earmarked Reserves line on the MiRS 
shows the statutory General Fund Balance before any discretionary transfers to or 
from earmarked reserves undertaken by the Board. 

The Comprehensive Income and Expenditure Statement  shows the accounting 
cost in the year of providing services in accordance with generally accepted 
accounting practices, rather than the amount to be funded from taxation. The Board 
receives precepts from local authorities to cover expenditure in accordance with 
regulations; this may differ from the accounting cost. The precept position is shown in 
the MiRS. 

The Balance Sheet shows the value as at the Balance Sheet date of the assets and 
liabilities recognised by the Board. The net assets of the Board (assets less liabilities) 
are matched by the reserves held by the Board. Reserves are reported in two 
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categories. The first category of reserves are useable reserves, i.e. those reserves 
that the authority may use to provide services, subject to the need to maintain a 
prudent level of reserves and any statutory limitations on their use (for example the 
Capital Receipts Reserve that may only be used to fund capital expenditure or repay 
debt). The second category of reserves is those that the authority is not able to use 
to provide services. This category of reserves includes reserves that hold unrealised 
gains and losses (for example the Revaluation Reserve), where amounts would only 
become available to provide services if the assets are sold; and reserves that hold 
timing differences shown in the MiRS line ‘Adjustments between accounting basis 
and funding basis under regulations’. 

The Cash Flow Statement shows the changes in cash and cash equivalents of the 
authority during the reporting period. The statement shows how the authority 
generates and uses cash and cash equivalents by classifying cash flows as 
operating, investing and financing activities. The amount of net cash flows arising 
from operating activities is a key indicator of the extent to which the operations of the 
Board are funded by way of precept and grant income or from the recipients of 
services provided by the Board. Investing activities represent the extent to which 
cash outflows have been made for resources which are intended to contribute to the 
Board’s future service delivery. Cash flows arising from financing activities are useful 
in predicting claims on future cash flows by providers of capital (i.e. borrowing) to the 
Board. 





THE BOARD OF STRATHCLYDE FIRE AND RESCUE
Statement of Accounts 2011/12

MOVEMENT IN RESERVES STATEMENT

Movement in Reserves Statement General Fund 
Balance

Ringfenced 
Reserves

Capital 
Receipts 
Reserve

Capital 
Grants 

Unapplied

Total Useable 
Reserves

Unusable 
Reserves

Total 
Reserves

£000s £000s £000s £000s £000s £000s £000s
Balance at 1 April 2010 7,428 1,562 639 970 10,599 (1,121,959) (1,111,360) 

Movement in reserves during 
2010/11
(Deficit) / Surplus on the provision 
of services

86,204 0 0 0 86,204 0 86,204 

Other Comprehensive Income and 
Expenditure (see CIES)

(235) 0 0 0 (235) 115,345 115,110 

Total Comprehensive Income and 
Expenditure

85,969 0 0 0 85,969 115,345 201,314 

Adjustments between accounting 
basis and funding basis under 
regulations (Note 6)

(83,863) 0 (9) (893) (84,765) 84,765 0 

Net Increase / Decrease before 
Transfers to Earmarked Reserves

2,106 0 (9) (893) 1,204 200,110 201,314 

Transfers (to) / from Ringfenced 
Reserves (Note 7)

(7) 7 0 0 0 0 0 

Increase / (Decrease) in 2010/11 2,099 7 (9) (893) 1,204 200,110 201,314 

Balance at 31 March 2011 carried 
forward 9,527 1,569 630 77 11,803 (921,849) (910,046) 

Total General Fund Balance and Reserves at 31 March 2011
General Fund Balance 9,527 
Statutory Funds 1,569 
Total 11,096 

Movement in Reserves Statement General Fund 
Balance

Ringfenced 
Reserves

Capital 
Receipts

Capital 
Grants

Total Useable 
Reserves

Unusable 
Reserves

Total 
Reserves
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Balance Reserves Receipts 
Reserve

Grants 
Unapplied

Reserves Reserves Reserves

£000s £000s £000s £000s £000s £000s £000s
Balance at 1 April 2011 9,527 1,569 630 77 11,803 (921,849) (910,046) 

Movement in reserves during 
2011/12
(Deficit) / Surplus on the provision 
of services

(67,131) (67,131) 0 (67,131) 

Other Comprehensive Income and 
Expenditure (see CIES)

41 3 44 4,091 4,135 

Total Comprehensive Income and 
Expenditure

(67,090) 0 3 0 (67,087) 4,091 (62,996) 

Adjustments between accounting 
basis and funding basis under 
regulations (Note 6)

66,090 0 (229) 51 65,912 (65,912) 0 

Net Increase / Decrease before 
Transfers to Earmarked Reserves

(1,000) 0 (226) 51 (1,175) (61,821) (62,996) 

Transfers (to) / from Ringfenced 
Reserves (Note 7)

(10) 10 0 0 0 

Increase / (Decrease) in 2011/12 (1,010) 10 (226) 51 (1,175) (61,821) (62,996) 

Balance at 31 March 2012 carried 
forward 8,517 1,579 404 128 10,628 (983,670) (973,042) 

Total General Fund Balance and Reserves at 31 March 2012
General Fund Balance 8,517 
Statutory Funds 1,579 
Total 10,096 
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT FOR THE YEAR ENDED 31 MARCH 2012

2010/11 2011/12

£000s £000s £000s £000s £000s £000s

144,239 (1,972) 142,267 Firefighting, Rescue & Community Fire Safety 
(Notes 17, 18, 20, 21 ) 137,932 (1,994) 135,938 

39,705 (20,148) 19,557 Firefighters' Pensions (Note 19) 38,661 (20,153) 18,508 

288 288 Fire Service Emergency Planning & Civil 
Defence 271 0 271 

364 364 Corporate and Democratic Core 308 0 308 
0 (145,355) (145,355) Non Distributed Costs and Gains 13,694 0 13,694 

184,596 (167,475) 17,121 COST OF SERVICES 190,866 (22,147) 168,719 

(19) Other Operating Expenditure (Note 8) (65) 
66,885 Financing and Investment Income (Note 9) 62,017 

83,987 NET OPERATING EXPENDITURE 230,671 

(170,191) TAXATION AND NON-SPECIFIC GRANT 
INCOME (Notes 30, 31) (163,540) 

(86,204) (SURPLUS)/DEFICIT ON PROVISION OF 
SERVICES 67,131 

Gross 
Expenditure

Gross 
Income

Net 
Expenditure

Restated 
Gross 

Expenditure

Restated 
Gross 

Income

Restated 
Net 

Expenditure

  11

(1,671) (Surplus)/Deficit on revaluation of fixed assets (1,711) 

(102,839) Actuarial losses / (gains) on pension fund 
assets and liabilities 1,476 

(10,600) Actuarial losses / (gains) on injury benefits (3,900) 

(115,110) OTHER COMPREHENSIVE INCOME AND 
EXPENDITURE (4,135) 

(201,314) TOTAL COMPREHENSIVE INCOME AND 
EXPENDITURE 62,996 
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Statement of Accounts 2011/12

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2012

2010/11 Notes 2011/12
£000s £000s

86,204 Net (deficit) or surplus on the provision of services (67,131) 

(62,766) 12 Adjustment to (deficit) or surplus on the provision of services for non-cash 
movements

77,409 

(12,294) 12 Adjust for items included in the net surplus or deficit on the provision of services that 
are investing and financing activities

(10,184) 

11,144 Net Cash flows from operating activities 94 

(7,561) 14 Net Cash flows from Investing Activities (14,786) 

(1,780) 15 Net Cash flows from Financing Activities (2,134) 

1,803 Net increase or (decrease) in cash and cash equivalents (16,826) 

27,464 16 Cash and cash equivalents at the beginning of the reporting period 29,267 

29,267 16 Cash and cash equivalents at the end of the reporting period 12,441 
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THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
Statement of Accounts 2011/12 

NOTES TO THE STATEMENT OF ACCOUNTS 
   
1 STATEMENT OF ACCOUNTING POLICIES 
 The Statement of Accounts summarises the Board’s transactions for financial year 

2011/12 and it’s position at the year end of 31 March 2012.  The Board is required to 
prepare an annual Statement of Accounts by the Local Authority Accounts (Scotland) 
Regulations 1985, and section 12 of the Local Government in Scotland Act 2003 
requires they be prepared in accordance with proper accounting practices.  These 
practices primarily comprise the Code of Practice on Local Authority Accounting in 
the United Kingdom 2011/12 and the Best Value Accounting Code of Practice 
2011/12, supported by IFRS. 
The Statement of 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 followed: 

• 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 Board 
will continue to function for the foreseeable future. 

 The following qualitative characteristics are incorporated into the Statement of 
Accounts: 

 • Understandability – while users of the accounts are assumed to have a 
reasonable knowledge of accounting and local government, the statements have 
been prepared to assist users to understand them. 

• Relevance – information is provided about the Board’s financial position, 
performance and cash flows which may be of use in assessing the stewardship of 
public funds and making economic decisions. 

• Materiality – information is included where it is considered to be significant, in that 
omission of items could either individually or collectively, influence the decisions 
or assessments of users based on the Statement of Accounts.  

• Reliability – the information incorporated into the statements is free from bias and 
material error, is prudent, complete within the boundaries of materiality and cost, 
and can be depended upon to represent the substance of transactions. 

• Comparability – information has been presented to assist in comparisons with 
previous years and with other similar organisations. 

The Board’s powers come from statute, and the financial and accounting framework 
is set by primary and secondary legislation.  Where conflict arises between legislation 
and accounting practices, legislation will take priority.  In these cases, the accounting 
requirements are shown in the CIES, and the legislative requirements in the MiRS. 

 The accounting convention adopted in the Statement of Accounts is principally 
historical cost modified by the revaluation of certain categories of non-current assets 
and financial instruments. 

 1.1 ACCRUALS OF INCOME AND EXPENDITURE 
  Activity is accounted for in the year that it takes place, not simply when cash 
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payments are made or received.  In particular: 
  • Revenue from the sale of goods is recognised when the Board transfers 

the significant risks and rewards of ownership to the purchaser and it is 
probable that economic benefits or service potential associated with the 
transaction will flow to the Board. 

• Revenue from the provision of services is recognised when the Board 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 Board. 

• 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 Balance Sheet. 

• Expenses in relation to services received (including those rendered by the 
Board’s officers) are recorded as expenditure when the services are 
received, rather than when payments are made. 

• Interest payable on borrowings and receivable on investments is 
accounted for on the basis of the effective interest rate for the relevant 
financial instrument rather than the cash flows fixed or determined by the 
contract. 

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

 1.2 EMPLOYEE BENEFITS 
 (a) 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 Board.  An accrual is made in the Surplus or Deficit on the Provision of 
Services 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.  Any accrual 
made is required under statute to be reversed out of the General Fund 
Balance by a credit to the Employee Statutory Mitigation Account in the MiRS. 

 (b) Termination Benefits 
  Termination benefits are amounts payable as a result of a decision by the 

Board to terminate an employee’s employment before the normal retirement 
date or an employee’s decision to accept voluntary redundancy.  They are 
charged on an accruals basis to the Non Distributed Costs line in the CIES 
when the Board is demonstrably committed to either terminating the 
employment of an employee or group of employees, or making an offer to 
encourage voluntary redundancy. 

  Where termination benefits involve the enhancement of pensions, statutory 
provisions require the General Fund balance to be charged with the amount 
payable by the Board to the pension fund or pensioner in the year, not the 
amount calculated according to the relevant accounting standards.  In the 
MiRS, appropriations are required to and from the Pensions Reserve to 
remove the notional debits and credits for termination benefits related to 



The Board of Strathclyde Fire and Rescue 
 

  17

pensions enhancements, and replace them with debits for the cash paid to the 
pension fund and pensioners, and any such amounts payable but unpaid at 
the year end. 

 (c) Post Employment Benefits 
Strathclyde Fire Board participates in three pension schemes, the Local 
Government Pension Scheme (Scotland) for control personnel and support 
staff, and the Firemen’s Pension Scheme 1992 and new Firefighters’ Pension 
Scheme 2006 for Wholetime and Retained uniformed personnel. 

  (i) Local Government Pension Scheme (Scotland) 
  The Board subscribes to the Strathclyde Pension Fund for which 

Glasgow City Council is the administering authority.  The Scheme 
provides members with defined benefits related to pay and service.  It is 
supported by contributions from both employer and employee. 

(ii) Firemen’s Pension Scheme 1992 
The Firemen’s Pension Scheme 1992 (FPS) is an unfunded defined 
benefit scheme where payments are made on a “pay as you go” basis.  
Glasgow City Council also administers this scheme on behalf of the 
Board. 

(iii) New Firefighters’ Pension Scheme 2006 
  The new Firefighters’ Pension Scheme 2006 (NFPS) was introduced on 

6 April 2006, and is also an unfunded defined benefit scheme, similar to 
the Firemen’s Pension Scheme, the differences being a lower 
contribution rate, and different retirement criteria.  This scheme is also 
administered by Glasgow City Council. 

 (1) Pension Scheme Assets 
  Both the FPS and the NFPS, being unfunded, have no assets built up to 

meet pension liabilities. The attributable assets of the Local Government 
Pension Scheme (LGPS) have been measured at fair value and are 
identified in the Notes to the Statement of Accounts. 

 (2) 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, and projections. 

  Scheme liabilities are discounted using the yield available on long-dated, 
high quality corporate bonds at 31 March 2012. Allowing for inflation, this 
rate is 4.8% for LGPS and 4.8% for Fire Pension Schemes. 

 (3) Current Service Cost 
  The current service cost of each scheme is based on the most recent 

actuarial valuation with the financial assumptions being updated to reflect 
economic conditions at 31 March 2012.  As the FPS is now a closed 
scheme, the age profile of the active membership is rising significantly.  
Under the projected unit method, the current service cost will therefore 
increase as the members of the scheme approach retirement. 

 (4) Interest Cost 
  The interest cost of each scheme is based on the discount rate and the 

present value of the scheme liabilities at 31 March 2012. 
 (5) Expected Return on Assets 

  The expected return on assets for the LGPS is based on long-term 
expectations at 31 March 2012. 

 (6) Past Service Costs 
Past service costs of each scheme are disclosed on a straight-line basis over 
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the period in which benefits become an unconditional entitlement. 
 (7) Gains/Losses on Settlements and Curtailments 
  The result of actions to relieve the Board of liabilities or events that reduce 

the expected future service or accrual of benefits of employees – 
debited/credited to the Surplus/Deficit on the Provision of Services in the 
CIES as part of Non Distributed Costs. 

 (8) 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. 

 (9) Contributions Paid to the LGPS Pension 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 benefits, statutory provisions require the General 

Fund balance to be charged with the amount payable by the Board to the 
pension fund or directly to pensioners in the year, not the amount calculated 
according to the relevant accounting standards. In the MiRS, 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 with 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 
Pension Reserve thereby measures the beneficial impact on the General 
Fund of being required to account for retirement benefits on the basis of cash 
flows, rather than as benefits are earned by employees. 

Discretionary Benefits 
The Board 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 Board 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. 

 1.3 CASH AND CASH EQUIVALENTS 

  Cash is represented by cash in hand and deposits with financial institutions 
repayable without penalty on notice of not more than 24 hours.  Cash 
equivalents are investments that mature in three months or less from the date 
of acquisition and that are readily convertible to known amounts of cash with 
insignificant risk of change in value. 

In the Cash Flow Statement, cash and cash equivalents are shown net of 
bank overdrafts that are repayable on demand and form an integral part of the 
Board’s cash management. 

 1.4 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 Board’s financial position or financial performance.  Where a change is 
made, it is applied retrospectively by adjusting opening balances and 
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comparative amounts for the prior period as if the new policy had always been 
applied. 

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. 

 1.5 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. 

 (a) 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 Board 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. 

 (b) 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. 

The Board does not capitalise borrowing costs incurred whilst assets are 
under construction. 

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 has been 
used.  The five yearly valuation of Land and Buildings was carried out during 
2008/09, on the basis of current market value for land and depreciated 
replacement cost for buildings. 

Assets included in the Balance Sheet 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. 

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 service line(s) in the CIES. 
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The Revaluation Reserve contains revaluation gains recognised since 1 April 
2007 only, the date of its formal implementation.  Gains arising before that 
date have been consolidated into the Capital Adjustment Account. 

 (c) 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 service line(s) in the CIES. 

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

 (d) 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 
Expenditure in the CIES.  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. 

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 Balance Sheet (whether Property, Plant and Equipment or Assets 
Held for Sale) is written off to the Other Operating Expenditure line in the 
CIES as part of the gain or loss on disposal.  Receipts from disposals (if any) 
are credited to the same line in the CIES 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).  Any revaluation gains accumulated for the asset in the Revaluation 
Reserve are transferred to the Capital Adjustment Account. 

Disposal proceeds from the sale of non-current assets are categorised as 
capital receipts.  The balance of receipts is required to be credited to the 
Capital Receipts Reserve, and can then only be used for new capital 
investment or set aside to reduce the Board’s underlying need to borrow (the 
capital financing requirement).  Receipts are appropriated to the Reserve from 
the General Fund Balance in the MiRS. 

The written-off value of disposals is not a charge against the General Fund, 
as the cost of non-current assets is fully provided for under separate 
arrangements for capital financing.  Amounts are appropriated to the Capital 
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Adjustment Account from the General Fund Balance in the MiRS. 
 (e) Depreciation 

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

  Useful economic lives are as follows: 

Category Useful economic life 
Buildings 10-50 years 
Cars & Vans 5 years 
Fire Appliances (including specialist appliances) 10-17 years 
Equipment 3-20 years 

 

  
All items of Property, Plant and Equipment have been componentised, with 
the exception of cars, vans and Volunteer Fire Stations.  The components are 
depreciated separately. 

Revaluation gains are also depreciated, with an amount equal to the 
difference between current value depreciation charged on assets and the 
depreciation that would have been chargeable based on their historical cost 
being transferred each year from the Revaluation Reserve to the Capital 
Adjustment Account. 

 (f) Charges to Revenue for Non-Current Assets 
  Services, support services and trading accounts are debited with the following 

amounts to record the cost of holding non-current assets during the year: 

• depreciation attributable to the assets used by the relevant service, 
• revaluation and impairment losses on assets used by the service where 

there are no accumulated gains in the Revaluation Reserve against 
which the losses can be written off,  

• amortisation of intangible assets attributable to the service. 

The Board is required to make an annual provision from revenue to contribute 
towards the reduction in its overall borrowing requirement.  Depreciation, 
revaluation and impairment losses and amortisations are therefore replaced 
by loans fund principal charges in the General Fund Balance, by way of an 
adjusting transaction with the Capital Adjustment Account in the MiRS for the 
difference between the two. 

 1.6 GOVERNMENT GRANTS AND CONTRIBUTIONS 
  Whether paid on account, by instalments or in arrears, government grants and 

third party contributions and donations are recognised as due to the Board 
when there is reasonable assurance that: 

• The Board will comply with the conditions attached to the payments, and 
• The grants or contributions will be received. 

  Amounts recognised as due to the Board are not credited to the CIES until 
conditions attached to the grant or contribution have been satisfied.  
Conditions are stipulations that specify that the future economic benefits or 
service potential embodied in the asset received in the form of the grant or 
contribution are required to be consumed by the recipient as specified, or 
future economic benefits or service potential must be returned to the 
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transferor. 
  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/contributions) or Taxation and Non-Specific Grant 
Income (non-ring-fenced revenue grants and all capital grants) in the CIES. 

  Where capital grants are credited to the CIES, they are reversed out of the 
General Fund Balance in the MiRS.  Where the grant has yet to be used to 
finance capital expenditure, it is posted to the Capital Grants Unapplied 
Account.  Where it has been applied, it is posted to the Capital Adjustment 
Account.  Amounts in the Capital Grants Unapplied Account are transferred to 
the Capital Adjustment Account once they have been applied. 

 1.7 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 CIES on a 

straight-line basis, over the term of the lease. 

 1.8 OVERHEADS – SUPPORT EXPENSES 
  The method of charging for support expenses from South Lanarkshire Council 

is based on service level agreements or time spent.  These expenses include 
payroll systems, Fire Board administration costs and internal audit. 
The costs of overheads and support services are charged to those that benefit 
from the supply or service in accordance with the costing principles of the 
CIPFA Best Value Accounting Code of Practice 2011/12 (BVACOP).  The 
total absorption costing principle is used – the full cost of overheads and 
support services are shared between users in proportion to the benefits 
received, with the exception of: 
• Corporate and Democratic Core – costs relating to the Board’s status as 

a multi-functional, democratic organisation. 
• Non Distributed Costs – the cost of discretionary benefits awarded to 

employees retiring early and any depreciation and impairment losses 
chargeable on surplus assets in Property, Plant and Equipment. 

These two cost categories are defined in BVACOP and accounted for as 
separate headings in the CIES, as part of Net Expenditure on Continuing 
Services. 

 1.9 CORPORATE AND DEMOCRATIC CORE 
  Corporate and Democratic Core costs comprise 2 elements: 

 Democratic Representation and Management (DRM), 
 Corporate Management. 

  DRM relates to the cost of operating the Fire Board and its sub-committees.  
Corporate Management relates to those activities that produce the information 
required for public accountability e.g. statutory external audit, public 
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performance reports etc, and also includes the costs of treasury management. 

 1.10 NON DISTRIBUTED COSTS 
  The category of non-distributed costs within the Income and Expenditure 

Account includes three components of the accounting entries in respect of 
retirement benefits, namely past service costs, settlements and curtailments. 

 1.11 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. 

Provisions are charged as an expense to the appropriate service line in the 
CIES in the year that the Board becomes aware of the obligation, and 
measured at the best estimate at the balance sheet date of the expenditure 
required to settle the obligation, taking into account relevant risks and 
uncertainties. 

When payments are eventually made, they are charged to the provision 
carried in the Balance Sheet.  Estimated settlements are reviewed at the end 
of each financial year – where it becomes less than probable that a transfer of 
economic benefits will now be required (or a lower settlement than anticipated 
is made), the provision is reversed and credited back to the relevant service. 

Where some or all of the payment required to settle a provision is expected to 
be recovered from another party (e.g. from an insurance claim), this is only 
recognised as income for the relevant service if it is virtually certain that 
reimbursement will be received if the Board settles the obligation. 

Contingent Liabilities 
A contingent liability arises where an event has taken place that gives the 
Board 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 Board.  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 Balance 
Sheet but disclosed in a note to the accounts. 

 1.12 DEBT REPAYMENT
  The Board has taken the decision to repay loan debt on an annuity basis. 
 1.13 STATUTORY FUNDS
  The Board has established the following statutory funds: 
  • Insurance Fund, 

• Property Repairs & Renewals Fund, 
• Capital Fund, 
• General Fund. 

  The Board has delegated authority to the Chief Officer, in conjunction with the 
Deputy Chief Officer and the Treasurer, to draw upon the Insurance Fund, 
Property Repairs and Renewals Fund and Capital Fund as required for the 
specified purposes and report retrospectively. 
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 1.14 CAPITAL AND OTHER RESERVE ACCOUNTS
  Capital Reserve Accounts are a requirement of the capital accounting 

arrangements as required by the Code, and, with the exception of the Usable 
Capital Receipts Reserve, do not represent funds available to the Board.  The 
Board has the following such accounts: 

  • The Revaluation Reserve represents the amount by which the current 
value of non-current assets carried in the Balance Sheet is greater 
because they are carried at revalued amounts rather than depreciated 
historical cost.   Only gains accumulated since 1 April 2007 are included, 
as this was when the reserve was created. 

• The Capital Adjustment Account represents timing differences between 
the amount of the historical cost of non-current assets that has been 
consumed and the amount that has been financed in accordance with 
statutory requirements. 

• The Useable Capital Receipts Reserve represents the proceeds of non-
current asset sales set aside to meet future capital investment. 

• The Pensions Reserve is the balancing account to allow inclusion of the 
Pensions liability in the Balance Sheet, in accordance with IAS19. 

• The Employee Statutory Mitigation Account is the balancing account to 
allow inclusion of the Injury Benefits liability in the Balance Sheet, as this is 
no longer covered by the IAS19 arrangements allowing it to be reversed 
out of the General Fund and charged to the Pensions Reserve.  This 
account is also used to absorb the differences that would otherwise arise 
on the General Fund Balance from accruing short term accumulating 
compensated absences earned but not taken in the year (such as annual 
leave). The impact on the General Fund is required by statute to be 
neutralised by transfers to or from the Employee Statutory Mitigation 
Account. 

• The FIAA represents the movement of financing charges for investments 
and liabilities arising from financial instruments. 

 1.15 INVENTORIES 
  Inventories are included in the Balance Sheet at the lower of cost or net 

realisable value on a First In First Out basis. 

 1.16 FINANCIAL LIABILITIES 
  Financial liabilities are recognised on the Balance Sheet when the Board 

becomes a party to the contractual provisions of a financial instrument and 
initially measured at fair value and carried at their amortised cost, i.e. 
including accrued interest, at the time.  Annual charges to the CIES for 
interest payable are based on the carrying amount of the liability, multiplied by 
the effective rate of interest for each loan held.  For the loans carried by the 
Board, this means, however, that the amount presented in the Balance Sheet 
is the outstanding principal repayable, and interest charged to the CIES is the 
amount payable for the year in the loan agreement. 

 1.17 FINANCIAL ASSETS 
  Financial assets held are classified as “loans and receivables”, i.e. assets that 

have fixed or determinable payments but are not quoted in an active market.  
These are noted in the Balance Sheet as “Short Term Investments”. 

They are initially measured at fair value and carried at their amortised cost 
(i.e. accrued interest has been included in the carrying value on the Balance 
Sheet).  Annual credits to the Income and Expenditure Account for interest 
receivable are based on the carrying amount of the asset multiplied by the 
effective interest rate of the investment.  As the investments made by the 
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Board are all less than one year, the effective interest rate is taken to be the 
rate at which the investment was made. 

Impairments of financial instruments will be calculated using the amortised 
cost method, discounting anticipated cash flows at the effective interest rate of 
the original deposits. 

The Board does not hold any available-for-sale financial assets such as equity 
shareholdings. 

 1.18 VAT 
  VAT payable is included as an expense only to the extent that it is not 

recoverable from Her Majesty’s Revenue and Customs.  VAT receivable is 
excluded from income. 

 1.19 HERITAGE ASSETS 
  Tangible Heritage Assets 
  The Board’s Heritage Assets can be classified under three distinct categories 

(shown below), and are held with the objective of increasing the knowledge, 
understanding and appreciation of the Fire Service over time. Many of the 
assets are currently being transferred to the Strathclyde Fire Museum located 
in Greenock.  Heritage assets are recognised and measured (including the 
treatment of revaluation gains and losses) in accordance with the Board’s 
accounting policies on property, plant and equipment.  Some of the 
measurement rules are relaxed in relation to heritage assets, and these are 
explained in the following paragraphs. 

  • Vehicles: a number of historic vehicles are owned by the Board, covering 
the history of the Fire Brigade.  They are deemed to have indeterminate 
lives, and therefore it is not considered appropriate to charge depreciation. 

• Citizen Firefighter Statue: this brass statue is situated in Glasgow City 
Centre with the aim of raising awareness of the role played in the 
community by the Fire Service.  It is deemed to have an indeterminate life, 
and therefore no depreciation charge has been made. 

• Other Items and Artefacts: this category includes fire fighting equipment 
and related artefacts, clothing, medals, publications, documents, photos 
and paintings covering the history of the Fire Service.  They are deemed to 
have indeterminate lives, and therefore depreciation has not been 
charged. 

  Heritage Assets – General 
  The carrying amounts of heritage assets are reviewed where there is 

evidence of impairment, e.g. through physical deterioration or breakage, or 
when doubts arise as to authenticity.  Any impairment is recognised and 
measured in accordance with the Board’s general policies on impairment (see 
Note 1.5 in this summary of significant accounting policies).Where heritage 
assets are disposed of , the proceeds are accounted for in accordance with 
the Board’s general provisions relating to the disposal of property, plant and 
equipment.  Disposal proceeds are disclosed separately in the notes to the 
financial statements and are accounted for in accordance with statutory 
accounting requirements relating to capital expenditure and capital receipts 
(again, see Note 1.5 in this summary of significant accounting policies). 

2 ACCOUNTING STANDARDS THAT HAVE BEEN ISSUED BUT NOT YET BEEN 
ADOPTED 

 There are no new accounting standards that currently apply under this heading. 
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3 CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES 
 In applying the accounting policies set out in Note 1, the Board has had to make 

certain judgements about complex transactions or those involving uncertainty about 
future events.  The critical judgements made in the Statement of Accounts are: 

• The Board has £3 million on deposit with Heritable Bank which is currently in 
administration.  Information has been provided by the administrators, however 
as the information is not definitive as to the amounts or timings of payments, 
the amount deemed to be payable has been calculated based on an 
anticipated recovery of 88%.  Further details are shown in Note 29(e). 

4 ASSUMPTIONS MADE ABOUT THE FUTURE AND OTHER MAJOR SOURCES 
OF ESTIMATION UNCERTAINTY 

 The Statement of Accounts contains estimated figures that are based on 
assumptions made by the Board about the future or that are otherwise uncertain.  
Estimates are made taking into account historical experience, current trends and 
other relevant factors.  However, because balances cannot be determined with 
certainty, actual results could be materially different from the assumptions and 
estimates. 
The Board’s Balance Sheet contains the following item for which there is a significant 
risk of material adjustment in the forthcoming year: 

Item Uncertainties Effect if actual result differs from 
assumptions 

Property, Plant and 
Equipment 

Assets are depreciated over useful 
lives that are dependent on 
assumptions about the level of 
repairs and maintenance that will be 
incurred in relation to individual 
assets.  The current economic 
climate makes it uncertain that the 
Authority will be able to sustain its 
current spending on repairs and 
maintenance, bringing into doubt 
the useful lives assigned to assets. 

If the useful life of assets is 
reduced, depreciation materially 
increases and the carrying amount 
of the assets falls. 

Pensions Liability Estimation of the net liability to pay 
pensions depends on a number of 
complex judgements relating to the 
discount rate used, the rate at which 
salaries are projected to increase, 
changes in retirement age, mortality 
rates and expected returns on 
pension fund assets.  A firm of 
consulting actuaries is engaged to 
provide the Board with expert 
advice about the assumptions to be 
applied. 

The effects on the net pension 
liability of changes in individual 
assumptions can be measured.  For 
instance, a 0.5% decrease in the 
discount rate assumption would 
result in a decrease in the pension 
liability of £110.344 million.  An 
increase of 1 year in life 
expectancy, and a 0.5% increase in 
the salary rate and the pension rate 
would increase the liability by 
£36.733 million, £18.146 million and 
£94.248 million respectively. 

 

  
5 HERITAGE ASSETS: CHANGE IN ACCOUNTING POLICY REQUIRED BY THE CODE 

OF PRACTICE FOR LOCAL AUTHORITY ACCOUNTING IN THE UNITED KINGDOM 
 The 2011/12 Code introduced a change to the treatment in accounting for Heritage Assets 
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held by the Board.  As set out in our summary of significant accounting policies, the Board 
is now required to carry Heritage Assets in the balance sheet at valuation. 

For 2011/12, the Board is required to change it’s accounting policy for Heritage Assets and 
recognise them at valuation.  Previously, Heritage Assets were either recognised as 
Community Assets (at cost) in the Property, Plant and Equipment section of the Balance 
Sheet, or were not recognised in the Balance Sheet as it was not possible to obtain cost 
information on the assets.  The Board’s accounting policies for recognition and 
measurement of Heritage Assets are set out in the Board’s summary of significant 
accounting policies. 
In applying the new accounting policy, the Board has identified that one asset (Citizen 
Firefighter statue) which was previously recognised as a Community Asset within Property, 
Plant and Equipment, should now be classified as a Heritage Asset and measured at 
£0.040 million.  The Board will also now recognise an additional £0.500 million for Heritage 
Assets that were not previously recognised in the Balance Sheet.  This increase will be 
recognised in the Revaluation Reserve.  The 1 April 2010 and 31 March 2011 Balance 
Sheets and 2010/11 comparative figures have therefore been restated in the 2011/12 
Statement of Accounts to apply the new policy.  The effects of the restatement are as 
follows: 
• At 1 April 2010, the carrying amount of the Heritage Assets is shown at valuation of 

£0.540 million.  The element relating to the Citizen Firefighter statue that was previously 
included in Property, Plant and Equipment has been reclassified as Heritage Assets.  
The Revaluation Reserve has increased by £0.500 million. 

• The fully restated 1 April 2010 Balance Sheet is shown on page 12.  The adjustments 
made to that Balance Sheet over the version published in the 2010/11 Statement of 
Accounts are as follows: 

 Effect on Opening Balance Sheet – 1 April 2010 
  Opening Balances 

 at 1 April 2010 
FRS30 – Heritage 

Assets 
Restatement required 

to opening balances 
 at 1 April 2010 

 £000s £000s £000s 

Property, Plant and Equipment 194,717 (40) 194,677 

Heritage Assets 0 540 540 
Long Term Assets 194,717 500 195,217 
    
Total Net Assets (1,111,860) 500 (1,111,360) 

Financed by:    
Revaluation Reserve 38,448 500 38,948 

Total Reserves (1,111,860) 500 (1,111,360) 
 

 Effect on CIES 
 The valuation of the assets did not change from the previous carrying values, and there has 

therefore been no restatement of any lines within the CIES. 

 Effect on MiRS – Unuseable Reserves 2010/11 
 After applying this new accounting policy, the restatement of the relevant lines of the MiRS 

as at 31 March 2011 is shown below. 
 As previously stated 

31 March 2011 
As restated 

31 March 2011 
Restatement 

2011 
 £000s £000s £000s 

Balance as at the end of the previous reporting 
period – 31 March 2010 (1,122,459) (1,121,959) 500 

Surplus or Deficit on Provision of Services 0 0 0 
Other Comprehensive Income and Expenditure 115,345 115,345 0 
Adjustments between the accounting basis and the 
funding basis under regulations 84,765 84,765 0 

Increase/(decrease) in the year 200,110 200,110 0 

Balance at the end of the current reporting 
period 31 March 2011 (922,349) (921,849) 500 
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 The resulting restated Balance Sheet for 31 March 2011 is provided on page 12.  The 
adjustments that have been made to that Balance Sheet over the version published in the 
2010/11 Statement of Accounts are as follows: 

   As previously stated 
31 March 2011 

As restated 
31 March 2011 

Restatement 
2011 

 £000s £000s £000s 

Property, Plant and Equipment 203,695 203,655 (40) 
Heritage Assets 0 540 540 
Long Term Assets 203,695 204,195 500 
    
Total Net Assets (910,546) (910,046) 500 
Financed by:    
Unuseable Reserves (922,349) (921,849) 500 
Total Reserves (910,546) (910,046) 500 

 

  
6 ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING BASIS UNDER 

REGULATIONS 
 This note details the adjustments that are made to the total comprehensive income and expenditure 

recognised by the Board in the year in accordance with proper accounting practice to the resources 
that are specified by statutory provisions as being available to the Board to meet future capital and 
revenue expenditure. 

   Useable Reserves   
Adjustments between accounting basis and funding basis 
under regulations  - 2011/12 

Restated 
General 

Fund 
Balance 

Restated 
Capital 

Receipts 
Reserve 

Restated 
Capital 
Grants 

Unapplied 

Restated 
Unuseable 

reserves 

  £000s £000s £000s £000s 

Adjustments primarily involving the Capital Adjustment 
Account 

       

Adjustment between CAA and Revaluation Reserve for 
depreciation  that is related to the revaluation balance rather 
than Historic Cost. 

0 0  0 0 

Reversal of items debited or credited to the CIES        
Charges for depreciation and impairment of non-current assets 11,692 0 0 (11,692) 
Revaluation losses on Property, Plant and Equipment  0 0  0 0 
Capital Grants and contributions applied (9,662) 0 0 9,662 
Amounts of non-current assets written off on disposal or sale as 
part of the gain/loss on disposal to the CIES 

103 0 0 (103) 

Insertion of items not debited or credited to the CIES        
Statutory repayment of debt (2,687) 0 0 2,687 
Capital expenditure charged to the General Fund Balance (4,047) 0 0 4,047 
Adjustments primarily involving the Capital Grants 
Unapplied Account 

       

Capital Grants and contributions unapplied credited to the CIES (708) 0 708 0 
Application of grants to capital financing transferred to the 
Capital Adjustment Account 

657 0 (657) 0 

Adjustments primarily involving the Capital Receipts 
Reserve 

       

Transfer of cash sale proceeds credited as part of the gain/loss 
on disposal to the CIES 

(168) 168 0 0 

Use of the Capital Receipts Reserve to finance new capital 
expenditure 

0 (397) 0 397 

Adjustment primarily involving the FIAA     
Amount by which finance costs charged to the CIES are 
different from finance costs chargeable in the year in 
accordance with statutory requirements 

9 0 0 (9) 

Adjustments primarily involving the Pensions Reserve     
Reversal of items relating to retirement benefits debited or 
credited to the CIES 

65,187 0 0 (65,187) 

Adjustment primarily involving the Accumulated Absences 
Account 

    

Amount by which officer remuneration charged to the CIES on 
an accruals basis is different from remuneration chargeable in 
the year in accordance with statutory requirements 

5,714 0 0 (5,714) 

Total Adjustments 66,090 (229) 51 (65,912) 
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   Useable Reserves   
Adjustments between accounting basis and funding basis 
under regulations - 2010/11 Comparative figures 

Restated 
General 

Fund 
Balance 

Restated 
Capital 

Receipts 
Reserve 

Restated 
Capital 
Grants 

Unapplied 

Restated 
Unuseable 

reserves 

  £000s £000s £000s £000s 

Adjustments primarily involving the Capital Adjustment 
Account 

       

Adjustment between CAA and Revaluation Reserve for 
depreciation  that is related to the revaluation balance rather 
than Historic Cost. 

 0 0 0 0 

Reversal of items debited or credited to the CIES        
Charges for depreciation and impairment of non-current assets 11,326 0  0 (11,326) 

Revaluation losses on Property, Plant and Equipment  0 0  0 0 
Capital Grants and contributions applied  (12,869) 0  0 12,869 
Amounts of non-current assets written off on disposal or sale as 
part of the gain/loss on disposal to the CIES 

301 0  0 (301) 

Insertion of items not debited or credited to the CIES        

Statutory repayment of debt (2,404) 0  0 2,404 
Capital expenditure charged to the General Fund Balance (1,628) 0  0 1,628 
Adjustments primarily involving the Capital Grants 
Unapplied Account 

       

Capital Grants and contributions unapplied credited to the CIES  970 0 (970)  0 

Application of grants to capital financing transferred to the 
Capital Adjustment Account 

(77) 0  77  0 

Adjustments primarily involving the Capital Receipts 
Reserve 

       

Transfer of cash sale proceeds credited as part of the gain/loss 
on disposal to the CIES 

 (319) 319  0 0 

Use of the Capital Receipts Reserve to finance new capital 
expenditure 

 0 (328)   0 328 

Adjustment primarily involving the FIAA        
Amount by which finance costs charged to the CIES are 
different from finance costs chargeable in the year in 
accordance with statutory requirements 

(481) 0  0 481 

Adjustments primarily involving the Pensions Reserve        
Reversal of items relating to retirement benefits debited or 
credited to the CIES 

(85,193) 0  0 85,193 

Adjustment primarily involving the Accumulated Absences 
Account 

       

Amount by which officer remuneration charged to the CIES on 
an accruals basis is different from remuneration chargeable in 
the year in accordance with statutory requirements 

6,511 0  0 (6,511) 

Total Adjustments (83,863) (9)  (893)  84,765 
 

7 TRANSFERS TO/FROM RINGFENCED RESERVES 
 The Board has established a number of ringfenced reserves, including the Insurance Fund, 

Property Repairs and Renewals Fund and Capital Fund. Amounts can be set aside from 
the General Fund to provide financing for future expenditure plans and the amounts posted 
back from these funds to meet General Fund expenditure.  The following table shows the 
movement in reserve funds for the period 1 April 2010 to 31 March 2012. 
Reserve Balance 

at 1 April 
2010 

£000s

Transfers 
Out 

2010/11 
£000s

Transfers 
In 

2010/11 
£000s 

Balance at 
31 March 

2011 
£000s

Transfers 
Out 

2011/12 
£000s 

Transfers In 
2011/12 

 
£000s

Balance at 
31 March 

2012 
£000s

Insurance Fund (To fund property, 
motor and liability insurance) 

254  1 255  2 257 

Property Repairs & Renewals 
Fund (For the repair and renewal of 
Board property) 

1,088  5 1,093  7 1,100 

Capital Fund (To fund capital 
investment in IT and Vehicles 

220  1 221  1 222 

Total 1,562 0 7 1,569 0 10 1,579 
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8 OTHER OPERATING EXPENDITURE 

2010/11 
£000s 

(Gain) / Loss on Disposal of Property, Plant and 
Equipment 

2011/12 
£000s 

(320) Sale Proceeds on Disposal of Property, Plant and Equipment 
 

(168) 

301 Net Book Value of Property, Plant and Equipment at Disposal 103 
   

(19) Total (65) 
 

 
9 FINANCE AND INVESTMENT INCOME AND EXPENDITURE 

2010/11  2011/12 
£000s  £000s 
3,601 

 
Interest payable and similar charges 
 

2,472 

63,705 Pensions Interest cost and expected return on pensions 
assets 
 

60,008 

(421) Interest receivable and similar income (463) 
   

66,885 Total 62,017 
 

  
10 USEABLE RESERVES 
 Movements on the Board’s Useable Reserves are detailed in the Movements in Reserve 

Statement on page 10, and Notes 6 and 7. 

11 UNUSEABLE RESERVES 
 Strathclyde Fire and Rescue keeps a number of reserves in the Balance Sheet, which do 

not constitute funds available to the Board to spend.  Some are required to be held for 
statutory reasons, and some are needed to comply with proper accounting practice.  The 
following table shows the balance on these reserves: 

 Balance as at 
31 March 2011 

Reserve Balance as at 
31 March 2012 

£000s   £000s 
41,729 Revaluation Reserve 43,744 

132,086 Capital Adjustment Account 136,736 

(50) Financial Instruments Adjustment Account (59) 

(1,035,739) Pensions Reserve (1,101,302) 

(59,875) Employee Statutory Mitigation Account (62,789) 

(921,849) Total (983,670) 
 

 
(a) Revaluation Reserve 

The Revaluation Reserve contains the gains made by the Board arising from increases in 
the value of its Property, Plant and Equipment. The balance is reduced when assets with 
accumulated gains are: 

 • re-valued downwards or impaired, and gains are lost 
• used in the provision of services and the gains are consumed through depreciation, or 
• disposed of and the gains are realised. 
The Reserve contains only revaluation gains accumulated since April 2007, the date that 
the Reserve was created. Accumulated gains arising before that date are consolidated into 
the balance on the Capital Adjustment Account. 
This reserve does not constitute a funding resource available to the Board. 
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 2010/11 
£000s 

 2011/12 
£000s 

38,948 Balance as at 1 April 41,729 
3,782 Upward revaluation of assets 2,915 

(759) Downward revaluation of assets and impairment losses not 
charged to the Surplus/Deficit on the Provision of Services 

(553) 

(242) Difference between fair value and historical depreciation (347) 

2,781 Total Movement on Reserve in the year 2,015 
41,729 Balance as at 31 March 43,744 

 

(b) Capital Adjustment Account 

 The Capital Adjustment Account absorbs the timing differences arising from the different 
arrangements for accounting for the consumption of non-current assets and for financing 
the acquisition, construction or enhancement of those assets under statutory provisions. 
The Account is debited with the cost of acquisition, construction or enhancement as 
depreciation, impairment losses and amortisations are charged to the CIES (with 
reconciling postings from the Revaluation Reserve to convert fair value figures to a 
historical cost basis). The Account is credited with the amounts set aside by the Board as 
finance for the costs of acquisition, construction and enhancement. 

The Account contains revaluation gains accumulated on Property, Plant and Equipment 
before 1 April 2007, the date that the Revaluation Reserve was created to hold such gains. 
This account does not constitute a funding resource available to the Board. 
 

 2010/11 
£000s 

 2011/12
£000s 

127,359 Balance as at 1 April 132,086
(11,326) Charges for depreciation and impairment of non-current assets (11,692) 

(57) Revaluation losses on Property, Plant and Equipment (33) 
(301) Amounts of non-current assets written off on disposal or sale as part of the 

gain/loss on disposal to the Comprehensive Income and Expenditure 
Statement 

(103) 

(11,684) Reversal of items relating to capital expenditure debited or credited to 
the Comprehensive Income and Expenditure Statement 

(11,828)

242 
(1,060) 

Difference between fair value depreciation and historical cost depreciation 
Capital expenditure not added to asset values 

347 
(662) 

(818) Adjusting amounts (315)
328 Use of the Capital Receipts Reserve to finance new Capital Expenditure 397 

12,869 Capital Grants & Contributions credited to the Comprehensive Income and 
Expenditure Statement that have been applied to capital financing 

9,662 

2,404 Statutory provision for the financing of capital investment charged against the 
General Fund 

2,687 

1,628 Capital expenditure charged against the General Fund 4,047 
17,229 Capital Financing Applied in the year 16,793

4,727 Total movement on reserve in the year 4,650 
132,086 Balance as at 31 March 136,736

 

  

(c) Financial Instruments Adjustment Account 
The Financial Instruments Adjustment Account (FIAA) provides a balancing mechanism 
between the different rates at which gains and losses (such as the premiums on early 
repayment of debt) are recognised under the Code, and are required by statute to be met 
from the General Fund. 

  
  
  



The Board of Strathclyde Fire and Rescue 
 

  32

 2010/11 Reserve 2011/12 
£000s £000s 
(531)  Balance at 1 April (50)  

(112)  Amendment to impairment charge re 
Heritable Bank deposits (104)  

187  Accrued interest on Heritable deposits 
included in investment income 187  

 406  
Charge to CIES of impairment on Heritable 
deposits previously mitigated by statute (92) 

(50)  Balance at 31 March (59)  
 

 The transactions shown in the table above relate solely to investments impaired following 
the difficulties with Icelandic banks.  Regulations issued in March 2009 allowed the Board 
not to charge amounts relating to impaired investments to the General Fund.  These 
amounts were instead transferred to the FIAA, where the timing differences between 
charging these amounts to the General Fund in accordance with proper practice and the 
regulations were recorded. 

 In financial year 2010/11, the Board elected to write off the Heritable impairment loss, 
allowing for future income to be accounted for within the FIAA.  In 2011/12 further 
information was issued to indicate that a higher rate of return should be expected.  The 
2011/12 write off has been adjusted to reflect this within 2011/12.  The following table 
shows the anticipated credits due to be made in future years, which have been calculated 
in line with currently available information as outlined in greater detail in Note 29 (e) on 
pages 54 to 56.  

 Balance on FIAA at  
31 March 2012 

£000s 

Transfers during 
2012/13 

£000s 

Transfers during 
2013/14 

£000s 

Balance on FIAA at  
31 March 2012 

£000s 
59 (20) (39) 0 

 

(d) Pensions Reserve 

The Pensions Reserve absorbs the timing differences arising from the different 
arrangements for accounting for post employment benefits and for funding benefits in 
accordance with statutory provisions. The Board accounts for post employment benefits in 
the CIES as the benefits are earned by employees accruing years of service, updating the 
liabilities recognised to reflect inflation, changing assumptions and investment returns on 
any resources set aside to meet the costs. However, statutory arrangements require 
benefits earned to be financed as the Board makes employer’s contributions to pension 
funds or eventually pays any pension for which it is directly responsible. The debit balance 
on the Pensions Reserve therefore shows a substantial shortfall in the benefits earned by 
past and current employees and the resources the Board has set aside to meet them. The 
statutory arrangements will ensure that funding will have been set aside by the time the 
benefits come to be paid. 

 
2010/11 

£000s 
 2011/12 

£000s 
(1,215,571) Balance as at 1 April (1,035,739) 

102,839 Actuarial gains or losses on pension assets and liabilities (1,476) 

76,993 Reversal of items relating to retirement benefits debited or credited to the 
Surplus or Deficit on the Provision of Services in the CIES 

(64,087) 

(1,035,739) Balance as at 31 March (1,101,302) 
 

(e) Employee Statutory Mitigation Account 

 i) As injury benefits are no longer classified as Pension costs, the Employee Statutory 
Mitigation Account has been created to mitigate against the statutory arrangements 
in place, restricting the amount of pension costs chargeable to the General Fund 
which no longer apply to injury benefits.  The following table shows details of the 
movements on this reserve in 2011/12.  The closing balance was £61.9 million 
(£58.9 million in 2010/11). 



The Board of Strathclyde Fire and Rescue 
 

  33

 ii) It has been custom and practice within SFR that where overtime is worked the 
individual may choose either to claim payment or to take time off in lieu (TOIL). 
There has been a net increase in the value of the cost of honouring outstanding 
TOIL balances during 2011/12 of £0.039 million, bringing the total value as at 31 
March 2012 to £0.256 million. The opening balance was £0.217 million. 

 iii) The value of outstanding annual leave owed by or to employees at 31 March is 
required to be shown in the financial statements.  There has been a net decrease of 
£0.125 million during 2011/12, resulting in a closing balance of £0.633 million. 

 2010/11 
£000s 

Employee Statutory Mitigation Account 
£000s 

2011/12 
£000s 

(72,164) Balance as at 1 April (59,875) 
 TOIL  

(72) Additional TOIL earned in year (144)  
172 TOIL redeemed 105  
100 Total TOIL movements  (39) 

 Injury Benefits   
(3,500) Current Service Cost Injury Pensions (3,200)  

800 Injury award expenditure 800  
8,200 Past Service (Cost)/Gain Injury Pensions (1,100)  

(3,600) Interest Cost Injury Pensions (3,400)  
10,600 Actuarial (Losses)/Gains Injury Pensions 3,900  
12,500 Total Injury Benefits movements  (3,000) 

 Annual Leave   

447 Cancellation of annual leave accrued at end of 
preceding year 758  

(758) Annual leave accrued at end of current year (633)  
(311) Total Annual Leave movements  125 

(59,875) Balance as at 31 March (62,789) 
 

  
12 CASH FLOW STATEMENT – ADJUSTMENT TO SURPLUS / DEFICIT ON THE 

PROVISION OF SERVICES 
 2010/11 

£000s 
Adjustment to surplus/(deficit) on the provision of services for 
non-cash movements 

2011/12 
£000s 

11,326  Depreciation and Impairment 11,692  
 7 Internal interest charged 10  

287  Increase/(Decrease) in Interest Creditors (477)  
3,390  Increase/(Decrease) in Creditors (1,831) 
(212)  Increase/(Decrease) in Interest and Dividend Debtors (181)  

133  Increase/(Decrease) in Debtors (3,619)  
(142)  Increase/(Decrease) in Inventories (14)  

(78,893)  Pension Liability 70,987  
1,279  Contributions to/(from) Provisions 739  

59  Carrying amount of non-current assets sold 103  

62,766  Total adjustments 77,409  
 

  

 2010/11 
£000s 

Adjustment to surplus or deficit on the provision of services that 
are investing or financing activities 

2011/12 
£000s 

(11,975)  Capital grants credited to surplus or deficit on the provision of services (10,013)  
(319)  Proceeds from sale of property, plant and equipment (171)  

(12,294)  Total adjustments (10,184)  
 

  

13 CASH FLOW STATEMENT – OPERATING ACTIVITIES 
 The cash flows for operating activities include the following items: 

 2010/11   2011/12 
£000s £000s 

210  Interest received 282  
(3,307)  Interest paid (2,949)  

(3,097)  Total adjustments (2,667)  
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14 CASH FLOW STATEMENT – INVESTING ACTIVITIES 
 The cash flows for investing activities include the following items: 

 2010/11   2011/12 
£000s £000s 

(17,092)  Property, Plant and Equipment purchased (28,597)  
(2,817)  Purchase of short and long term investments 3,622  

319  Proceeds from the sale of Property, Plant and Equipment 171  
12,029  Other receipts from investing activities 10,018  

(7,561)  Total adjustments (14,786)  
 

  

15 CASH FLOW STATEMENT – FINANCING ACTIVITIES 
 The cash flows for financing activities include the following items: 

 2010/11   2011/12 
£000s £000s 

(1,780)  Repayment of short and long term borrowing (2,134)  

(1,780)  Total adjustments (2,134)  
 

  

16 CASH AND CASH EQUIVALENTS 
 The balance of Cash and Cash Equivalents is made up of the following elements: 

 31 March 
2011 

£000s 

  31 March 
2012 

£000s 
29  Cash and bank balances 111  

30,576  Cash Investments 12,330  
(1,338)  Bank overdraft 0  

29,267  Total Cash and Cash Equivalents 12,441  
 

  

17 AMOUNTS REPORTED FOR RESOURCE ALLOCATION DECISIONS 
 The analysis of income and expenditure by service on the face of the CIES is that specified 

by the Best Value Accounting Code of Practice.  However, decisions about resource 
allocation are taken by the Board on the basis of budget reports, which are submitted to the 
Board six times per year, and to the Budget Scrutiny Forum three times per year.  However, 
the budget reports are prepared on a different basis from the accounting policies used in the 
Statement of Accounts.  In particular, 

• no charges are made in relation to capital expenditure (whereas depreciation, 
impairment losses and amortisations are charged to services in the CIES), 

• the cost of retirement benefits is based on cash flows (payment of employer’s pensions 
contributions) rather than current service cost of benefits accrued in the year, 

• expenditure on some support services is budgeted for centrally and not charged to 
services. 

The following tables show the income and expenditure recorded in the Board’s budget 
reports (2010/11 comparative figures are also shown), and are the equivalent  of the 
Segment Reporting Note required by the Code: 
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 2011/12 Service Income and Expenditure 
 Service Income and 

Expenditure 
Firefighting, Rescue & 

Comm Safety 
Firefighters 

Pension 
Total 

  £000s £000s £000s 

Income (1,994) (20,153) (22,147) 
Specific grant (163,540) 0 (163,540) 

Total Income (165,534) (20,153) (185,687) 
Employee Costs 106,359 38,661 145,020 
Premises Costs 7,567 0 7,567 
Transport Costs 3,044 0 3,044 
Supplies and Services 7,791 0 7,791 
Third Party Costs 1,479 0 1,479 

Total Expenditure 126,240 38,661 164,901 

Net Expenditure (39,294) 18,508 (20,786) 
 

  

 2010/11 Service Income and Expenditure 
 Service Income and 

Expenditure 
Firefighting, Rescue & 

Comm Safety 
Firefighters 

Pension 
Total 

  £000s £000s £000s 

Income (1,972) (20,148) (22,120) 
Specific grant (170,191) 0 (170,191) 

Total Income (172,163) (20,148) (192,311) 
Employee Costs 115,303 39,705 155,008  
Premises Costs 7,247 0 7,247  
Transport Costs 2,640 0 2,640  
Supplies and Services 6,327 0 6,327  
Third Party Costs 1,396 0 1,396  
Total Expenditure 132,913 39,705 172,618  
Net Expenditure (39,250) 19,557 (19,693) 

 

 2011/12 Reconciliation to subjective analysis 

Reconciliation Service 
Analysis 

Services and 
Support 

Services not in 
analysis 

Amounts not 
reported to 

management 
for decision 

making 

Cost of 
Service 

Corporate 
Amounts 

Total 

  £000s £000s £000s £000s £000s £000s 

Fees, charges and other 
service income (22,147) 0 0 (22,147) 0 (22,147) 

Interest and Investment 
Income 0 0 0 0  (463) (463) 

Government Grants and 
contributions (163,540)  0  0 (163,540)  0 (163,540) 

Total Income (185,687)  0 (185,687) (463) (186,150) 
Employee costs 145,020 14,006 0 159,026  0 159,026 
Other service costs 19,881 267 0 20,148  0 20,148 
Support service recharges 0 0 0 0  0 0 
Depreciation, amortisation 
and impairment 0 0 11,692 11,692  0 11,692 

Interest payments 0 0 0 0  2,472  2,472 
Pension interest costs and 
expected return on 
pension 

0 0 0 0  60,008  60,008 

Gain or loss on the 
disposal of non-current 
assets 

 0  0  0 0  (65) (65) 

Total Expenditure 164,901  14,273 11,692 190,866  62,415  253,281 
Surplus or deficit on the 
provision of services (20,786) 14,273 11,692 5,179 61,952  67,131 
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2010/11 Reconciliation to subjective analysis 

Reconciliation Service 
Analysis 

Services and 
Support 

Services not in 
analysis 

Amounts not 
reported to 

management 
for decision 

making 

Cost of 
Service 

Corporate 
Amounts 

Total 

  £000s £000s £000s £000s £000s £000s 

Fees, charges and other 
service income (22,120) (145,355) 0 (167,475) 0 (167,475) 

Interest and Investment 
Income 0 0 0 0  (421) (421) 

Government Grants and 
contributions (170,191)  0  0 (170,191)  0 (170,191) 

Total Income (192,311) (145,355) 0 (337,666) (421) (338,087) 
Employee costs 155,008  382 0 155,390  0 155,390 
Other service costs 17,610  270 0 17,880  0 17,880 
Support service recharges 0 0 0 0  0 0 
Depreciation, amortisation 
and impairment 0 0 11,326 11,326  0 11,326 

Interest payments 0 0 0 0  3,601 3,601 
Pension interest costs and 
expected return on 
pension 

0 0 0 0  63,705  63,705 

Gain or loss on the 
disposal of non-current 
assets 

 0  0  0 0  (19) (19) 

Total Expenditure 172,618  652 11,326 184,596  67,287  251,883 
Surplus or deficit on the 
provision of services (19,693) (144,703) 11,326 (153,070) 66,866 (86,204) 

 

 

18 EXTERNAL AUDIT FEES 
 

 Joint Boards are required to disclose the audit fee payable in respect of external audit 
services undertaken in accordance with the Code of Audit Practice.  For 2011/12 the 
Board incurred the following expenditure: 
 

2010/11 
£000s 

Expenditure 2011/12
£000s 

38 External audit fee payable to Audit Scotland 38 

38 TOTAL 38 
 

  
19 PENSIONS 

 
 As part of the terms and conditions of employment of its employees, the Board offers 

retirement benefits. Although these benefits will not actually be payable until employees 
retire, the Board has a commitment to make the payments that needs to be disclosed at 
the time that employees earn their future entitlement. 
 

 The Board participates in three defined benefits pension schemes: 
 

 • The Local Government Pension Scheme (LGPS) for Control personnel and support 
staff, administered by Glasgow City Council (Strathclyde Pension Fund). This is a 
funded scheme, meaning that the Board and employees pay contributions into a 
fund, calculated at a level intended to balance the pension liabilities with investment 
assets.  The employer and employee contribution rate in 2011/12 was 19.3% of the 
employees’ pensionable pay, and is expected to remain at 19.3% in 2012/13. From 1 
April 2009, employee contribution rates changed from a flat rate of 6% to tiered 
contributions dependent on salary. 
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 • The Firemen’s Pension Scheme 1992 (FPS) for Wholetime uniformed personnel. 
This is an unfunded scheme, meaning there is no investment assets built up to meet 
pension liabilities, and cash has to be generated to meet actual pension payments as 
they eventually fall due.  As at 5 April 2006 this scheme was closed to new members.
 

 • The new Firefighters’ Pension Scheme 2006 (NFPS) is also for Wholetime and 
Retained uniformed personnel, and is also unfunded, similar to the FPS.  As this 
scheme came into effect on 6 April 2006, the pension liabilities and service costs are 
expected to be insignificant in comparison to the FPS.  The total pensions liabilities 
and service cost have been based on the FPS but using the total pensionable payroll 
for both the FPS and NFPS.  As the pensionable payroll for the NFPS becomes more 
material, a more refined approach will become necessary. 
 

 We recognise the cost of retirement benefits in the Net Cost of Services when 
employees earn them, rather than when the benefits are eventually paid as pensions. 
However, the charge we are required to make against Precepts is based on the cash 
payable in the year, so the real cost of retirement benefits is reversed out in the MiRS.  
The difference between the IAS19 calculated costs and actual employer contributions is 
charged to the Pensions Reserve. 

 As injury benefits no longer form part of the statutory pension scheme arrangements, 
they have been excluded from the detailed figures, and are shown in Note 11(e) on 
pages 32 and 33. 

  
 Narrative

2011/12 2010/11 2011/12 2010/11
£000s £000s £000s £000s

Net Cost of Services :
current service (costs) / gains (2,411) (2,778) (25,100) (28,300)
settlements and curtailments (1,192) (115) 0 0
past service (costs) / gains (204) 6,345 (11,500) 130,600

(3,807) 3,452 (36,600) 102,300
Net Operating Expenditure :
- interest cost (3,553) (3,753) (57,100) (60,100)
- expected return on assets in the scheme 4,045 3,748 0 0
Net charge to the Comprehensive Income & 
Expenditure Statement (3,315) 3,447 (93,700) 42,200

Other Post Employment Benefit Charged to the 
CIES
Actuarial gains / (losses) (3,076) 9,239 1,600 93,600
Total Post Employment Benefit Charged to the 
CIES (3,076) 9,239 1,600 93,600

Movement in Reserves Statement
- reversal of net charges made for retirement
  benefits in accordance with IAS19. 3,315 (3,447) 93,700 (42,100)

Actual amount charged against the General
Fund Balance for the year :
- employers' contributions payable to scheme (3,328) (2,546) 0 0

- retirement benefits payable to pensioners 0 0 (29,600) (28,900)

Local Government
Pension Scheme

Firemen's
Pension Scheme

 
 

 In addition to the recognised gains and losses included in the Cost of Services within the 
CIES, actuarial gains of £2.4 million (£113.4 million gain in 2010/11) were included in 
Other Comprehensive Income and Expenditure, for both Pensions and Injury Benefits. 
The cumulative amount of actuarial losses recognised in the CIES is £230.3 million. 
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 Assets and Liabilities in Relation to Retirement Benefits 

 A reconciliation of the present value of the Board of Strathclyde Fire and Rescue 
pension schemes’ liabilities is shown below: 

 

2011/12 2010/11 2011/12 2010/11 2011/12 2010/11
£000s £000s £000s £000s £000s £000s

1  April (63,016) (71,970) (1,030,000) (1,194,600) (1,093,016) (1,266,570)
Current service cost (2,411) (2,778) (25,100) (28,300) (27,511) (31,078)

Interest cost (3,553) (3,753) (57,100) (60,100) (60,653) (63,853)
Contributions by scheme 
participants

(849) (819) (6,600) (6,700) (7,449) (7,519)

Actuarial gains / (losses) (1,566) 8,881 1,600 93,600 34 102,481
Benefits paid 1,433              1,193               36,100             35,300             37,533 36,493
Transfers In / (out) 100 300 100 300
Past service costs / (gains) (204) 6,345 (11,500) 130,500 (11,704) 136,845
Settlements & curtailments (1,192) (115) 0 0 (1,192) (115)
31 March (71,358) (63,016) (1,092,500) (1,030,000) (1,163,858) (1,093,016)

Firemen's 
Pension Scheme

TotalLocal Government
Pension Scheme

 
  
 A reconciliation of the fair value of the schemes assets is shown in the following table: 

 

2011/12 2010/11 2011/12 2010/11 2011/12 2010/11
£000s £000s £000s £000s £000s £000s

1  April 57,277 50,999 0 0 57,277 50,999
Expected return 4,045 3,748 0 0 4,045 3,748

Actuarial gains / (losses) (1,510) 358 0 0 (1,510) 358

Employers contributions 3,328 2,546 29,600 28,900 32,928 31,446
Contributions by scheme 
participants 849 819 6,600 6,700 7,449 7,519

Transfers In / (out) 0 0 (100) (300) (100) (300)
Benefits paid (1,433) (1,193) (36,100) (35,300) (37,533) (36,493)
31 March 62,556 57,277 0 0 62,556 57,277

Firemen's 
Pension Scheme

TotalLocal Government
Pension Scheme

 The expected return on the Fund’s assets is determined by considering the expected 
returns available on the assets underlying the current investment policy.  Expected 
yields on fixed interest investments are based on gross redemption yields as at the 
Balance Sheet date.  Expected returns on equity investments reflect long-term real rates 
of return experienced in the respective markets. 

 The actual return on scheme assets in the year was a loss of £0.628 million (£4.117 
million loss in 2010/11). 
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 Scheme History 
 2007/08 2008/09 2009/10 2010/11 2011/12

£000s £000s £000s £000s £000s
Present value of liabilities:
 - Local Government Pension Scheme (40,921) (38,811) (71,970) (63,016) (71,358)
 - Firemen's/Firefighters Pension Schemes (822,700) (803,900) (1,194,600) (1,030,000) (1,092,500)

Fair value of assets in the Local 43,393 35,076 50,999 57,277 62,556

Government Pension Scheme

Surplus/(deficit) in the scheme:
 - Local Government Pension Scheme 2,472 (3,735) (20,971) (5,739) (8,802)
 - Firemen's/Firefighters Pension Schemes (822,700) (803,900) (1,194,600) (1,030,000) (1,092,500)
Total (820,228) (807,635) (1,215,571) (1,035,739) (1,101,302)

  
 Note that the figures from 2008/09 to 2011/12 in the table above exclude the effects of 

Injury Benefits.  The previous years’ figures include Injury Benefits as the information is 
not available to remove the impact. 

The liabilities show the underlying commitments that the Board has in the long-run to 
pay retirement benefits.  The total liability of £1,101 million has a substantial impact on 
the net worth of the Board as recorded in the Balance Sheet, resulting in a negative 
overall balance of £973 million.  However, statutory arrangements for funding the deficit 
mean that the financial position of the Board remains healthy: 

 • The deficit on the local government scheme will be made good by increased 
contributions from the Board over the remaining working life of employees, as 
assessed by the scheme actuary, to ensure that accrued benefits can be paid, 

 • Finance is only required to be raised to cover firefighters’ pensions when the 
pensions are actually paid. 

 • The total contributions expected to be made to the Local Government Pension 
Scheme by the Board in the year to 31 March 2013 is £2.544 million. Expected 
contributions for the Firefighters Pension Schemes in the year to 31 March 2013 are 
£29.2 million.  Under new arrangements, Firefighters Pensions will be funded by the 
Scottish Government, as well as the Board. 

 Basis for Estimating Assets and Liabilities
Liabilities have been assessed on an actuarial basis using the projected unit method, an 
estimate of the pensions that will be payable in future years dependent on assumptions 
about mortality rates, salary levels etc. As the FPS is a closed scheme, the age profile of 
the active membership is rising significantly. 

 The liabilities are shown at present value.  Hymans Robertson, an independent firm of 
actuaries, has assessed the FPS, NFPS and LGPS liabilities. Estimates for the LGPS 
are based on the latest full valuation of the scheme as at 31 March 2011, and 31 
December 2011 for the FPS. 

The main assumptions used in their calculations are shown in the table below: 
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 Assumption

2011/12 2010/11 2011/12 2010/11
Long-term expected rate of return on assets
in the scheme
Equity Investments 6.3% 7.5% 0 0 
Bonds 3.9% 4.9% 0 0 
Property 4.4% 5.5% 0 0 
Cash 3.5% 4.6% 0 0
Mortality assumptions:
Longevity at 60 for current pensioners
        Men 0 0 27.9            27.9            
        Women 0 0 30.8            30.8            
Longevity at 60 for future pensioners
        Men 0 0 29.5            29.5            
        Women 0 0 32.3            32.3            
Longevity at 65 for current pensioners
        Men 21.0            20.6            0 0 
        Women 23.4            23.9            0 0 
Longevity at 65 for future pensioners
        Men 23.3            22.6            0 0 
        Women 25.3            26.0            0 0 

Rate of inflation 3.3% 3.6% 3.3% 3.6%

Rate of increase in salaries 4.8% 5.1% 3.5% 4.6%

Rate of increase in pensions 2.5% 2.8% 2.5% 2.8%

Rate for discounting scheme liabilities 4.8% 5.5% 4.8% 5.5%

Take-up of option to convert annual 50% 50% 90% 90%

pension into retirement lump sum

Local Government Firemen's 
Pension SchemePension Scheme

 
  

The FPS and NFPS have no assets to cover their liabilities. Strathclyde Pension Fund 
assets are valued at fair value, principally market value for investments.  The expected 
return on assets in Strathclyde Pension Fund is based on the long-term future expected 
investment return for each asset class. These assets consist of the following categories, 
by proportion of the total assets held by the Fund: 
 

 Asset 31 March 2012
%

31 March 2011
%

Equity investments 77 77
Bonds 11 13
Property 7 6
Cash 5 4
Total 100 100

 

  
 Actuarial Gains and Losses 
 The actuarial gains and losses identified as movements on the Pensions Reserve in 

2011/12 can be analysed into the following categories, measured as a percentage of 
assets or liabilities and amounts at 31 March 2012: 
 

 Local Government Pension Scheme 
Narrative 2007/08 2008/09 2009/10 2010/11 2011/12
Differences between the expected 
return and actual return on assets (10.2%) (37.5%) 22.0% 0.6% (2.4%)

Experience gains / (losses) on 
liabilities 0.0% 6.9% (0.1%) (0.2%) 2.7%
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 Firemens’ Pension Scheme
Narrative 2007/08 2008/09 2009/10 2010/11 2011/12
Differences between the expected 
return and actual return on assets 0.0% 0.0% 0.0% 0.0% 0.0%

Experience gains / (losses) on 
liabilities (7.7%) 3.3% 1.5% 3.3% 4.9%

 

  
20 RELATED PARTY PAYMENTS 

South Lanarkshire Council is the lead authority to the Board and provided the following 
services in 2011/12 (prior year comparatives are in brackets): Fire Board administration  
- £0.154 million (£0.154 million), payroll system - £0.109 million (£0.154 million), Internal 
Audit - £0.029 million (£0.026 million) and publicity services - £0.0 million (£0.063 
million).  Pensions administration costs of £0.053 million (£0.053 million) were paid to 
Strathclyde Pension Fund Office (Glasgow City Council). 
The twelve constituent local authorities are also related parties, and details of the 
precept income received during 2011/12 are shown in Note 31. 

  Creditors
£000s

Debtors
£000s

South Lanarkshire Council 176 0
Glasgow City Council 1,391 1,231
Total 1,567 1,231

 

  
21 OPERATING LEASES 
(a) The Board leases the following properties (the period and annual cost of the lease are 

shown in brackets):  
• one unit at Candymill Lane, Hamilton (£61,000 p.a. for a period of 3 years 

beginning 24 February 2009), 
• one unit at Candymill Lane, Hamilton (£61,000 p.a. for a period of 3.5 years 

beginning 24 February 2009), 
• three units in Beckford Street, Hamilton (£10,000 p.a. for a period of 5 years 

beginning 28 May 2007), 
• a warehouse in Lyons Road, Linwood (£9,000 p.a. for a period of 5 years 

beginning 1 May 2008),  
• land on Iona (£2,000 p.a. for a period of 25 years beginning 22 October 2004), 

and 
 • land on Lismore (£400 p.a. for a period of 50 years beginning 5 March 2003). 

Lease payments are charged to the CIES on an accruals basis over the term of the 
lease.  The total charged to the CIES during 2011/12 is £139,000 (£144,000 in 2010/11). 

 The future minimum lease payments committed to by the Board are as follows:  
Land and Buildings 2010/11

£000s 
2011/12 

£000s 
Not later than one year 122 25 
Later than one year but not later than 5 years 10 1 
Later than 5 years 54 51  

 

  
(b) The Board operates a car leasing scheme for employees. Lease payments are charged 

to the CIES on an accruals basis over the term of the lease.  The total charged to the 
CIES during 2011/12 is £0.347 million (£0.295 million in 2010/11). 

 The future minimum lease payments committed to by the Board are as follows: 

 Vehicles 2010/11
£000s 

2011/12 
£000s 

Not later than one year 49 94 
Later than one year but not later than 5 years 633 510 
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22 PROPERTY, PLANT AND EQUIPMENT 
 (a) Movement on Property, Plant and Equipment 2011/12 

The following table shows the movements on Property, Plant and Equipment 
during 2011/12. 

 Operational Assets Non Operational Assets Total 
 Land and 

Buildings 
Vehicles, 
Plant and 

Equipment 

Infrastruct
ure 

Surplus 
Assets 

Comm-
unity 

Assets 

Heritage 
Assets 

Assets 
Under 

Constructi
on 

Property, 
Plant and 

Equipment 
 

 £000s £000s £000s £000s £000s £000s £000s £000s 
Cost or Valuation 
 

        

At 1 April 2011 189,678 54,614 0 2,373 40 500 20,324 267,529 
Additions 22,725 3,817 72 0 0 0 2,401 29,015 
Transfers from Assets 
Under Construction 

18,518 1,167 0 0 0 0 (19,685) 0 

Transfers from Surplus 
Assets 

15 0 0 (15) 0 0 0 0 

Transfers into Heritage 
Assets 

0 0 0 0 (40) 40 0 0 

Derecognition -
Disposals 

0 (864) 0 (50) 0 0 0 (914) 

Derecognition -Other (42) 0 0 0 0 0 0 (42) 
Revaluation recognised 
in Rev’n Reserve 

2,915 0 0 0 0 0 0 2,915 

Revaluation recognised 
in CIES 

427 0 0 0 0 0 0 427 

Other movements (2,445) 0 0 0 0 0 0 (2,445) 
         
At 31 March 2012 231,791 58,734 72 2,308 0 540 3,040 296,485 
Depreciation and 
Impairment 
 

        

At 1 April 2011 (25,402) (35,541) 0 (2,306) 0 0 (84) (63,333) 
Depreciation charge for 
2011/12 

(4,660) (4,561) (5) 0 0 0 0 (9,226) 

Depreciation written out 
to Rev’n Reserve 

2,445 0 0 0 0 0 0 2,445 

Impairment recognised 
in Rev Res 

(548) 0 0 0 0 0 0 (548) 

Impairment recognised 
in CIES 

(2,893) 0 0 0 0 0 0 (2,893) 

Derecognition – 
Disposals 

0 811 0 0 0 0 0 811 

Derecognition - Other 2 0 0 0 0 0 0 2 
         
At 31 March 2012 (31,056) (39,291) (5) (2,306) 0 0  (84) (72,742) 

Net Book Value at 31 
March 2012 200,735 19,443 67 2 0 540 2,956 223,743 

Net Book Value at 31 
March 2011 164,276 19,072 0 67 40 500 20,240 204,195 
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(b) Comparative Movement on Property, Plant and Equipment 2010/11 
 Operational Assets Non Operational Assets Total

 Land and 
Buildings 

Vehicles, 
Plant and 

Equip-
ment 

Surplus 
Assets 

Comm-
unity 

Assets 

Heritage 
Assets 

Assets 
Under 

Constru-
ction 

Property, 
Plant and 
Equipment 
 

 £000s £000s £000s £000s £000s £000s £000s
Cost or Valuation 
 

       

At 1 April 2010 183,800 52,354 17 40 500 12,440 249,151
Additions 4,477 3,252 0 0 0 9,910 17,639
Transfers from 
AUC 

1,207 819 0 0 0 (2,026) 0

Transfers into 
Surplus Assets 

(2,581) 0 2,581 0 0 0 0

Derecognition – 
Disposals 
Derecognition - 
Other 

0 
 

(63) 

(1,811) 
 

0 

(225) 
 

0 

0 
 

0 

0 
 

0 

0 
 

0 

(2,036)
 

(63) 
 

Revaluation 
recognised in Rev 
Reserve 
Revaluation 
recognised in 
CIES 
Other movements 

3,782 
 
 

489 
 
 

(1,433) 

0 
 
 

0 
 
 

0 

0 
 
 

0 
 
 

0 

0 
 
 

0 
 
 

0 

0 
 
 

0 
 
 

0 

0 
 
 

0 
 
 

0 

3,782
 
 

489 
 
 

(1,433) 
       
At 31 March 2011 189,678 54,614 2,373 40 500 20,324 267,529
Depreciation & 
Impairment 
 

       

At 1 April 2010 (22,163) (31,687) 0 0 0 (84) (53,934)
Depreciation 
charge for 2010/11 

(3,920) (5,590) 0 0 0 0 (9,510)

Depreciation 
written out to Rev 
Res 
Impairment 
recognised in Rev 
Res 

1,433 
 
 

(143) 

0 
 
 

0 

0 
 
 

(616) 

0 
 
 

0 

0 
 
 

0 

0 
 
 

0 

1,433
 
 

(759) 

Impairment 
recognised in 
CIES 

(615) 0 (1,690) 0 0 0 (2,305)

Derecognition – 
Disposals 
Derecognition - 
Other 

0 
 

6 

1,735 
 

0 

0 
 

0 

0 
 

0 

0 
 

0 

0 
 

0 

1,735
 

6 

       
At 31 March 2011 (25,402) (35,542) (2,306) 0  0 (84) (63,334) 

Net Book Value 
at 31 March 2011 164,276 19,072 67 40 500 20,240 204,195 

Net Book Value 
at 31 March 2010 161,637 20,667 17 40 500 12,356 195,217 

 

 
 (c) Capital Commitments 
 At 31 March 2012, the Board’s outstanding commitments in respect of capital 

contracts are: 
 • £0.3 million will be invested to finish building the new Training Centre at 

Clydesmill, Cambuslang. 
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 (d)  Revaluations 
Strathclyde Fire Board carries out a rolling programme that ensures that all  
Property, Plant and Equipment required to be measured at fair value are 
revalued at least every five years. All valuations in the year were carried out 
internally and were dated 31 March 2012. Valuations of land and buildings 
were carried out in accordance with the methodologies and bases for 
estimation set out in the professional standards of the Royal Institution of 
Chartered Surveyors. Valuations of vehicles, plant and equipment are based 
on current prices where there is an active secondhand market or latest list 
price adjusted for the condition of the asset. 

The significant assumptions applied in estimating the fair values are that: 

• fair value is a measurement basis required or permitted under IFRS, 
where its application is subject to the specific additional conditions that 
mean that it is generally equated with Market Value. 

• given the lack of a market for Fire Station facilities, the bulk of the 
properties have been valued on a Depreciated Replacement Cost (DRC) 
basis with regard to the requirements of VS 6.6, Depreciated Replacement 
Cost in the public sector and VS 6.7, Comparison of DRC valuations and 
alternative market values. 

• the properties would be replicated, but as a Modern Equivalent asset less 
deductions for physical deterioration and all relevant forms of 
obsolescence and optimisation. 

23 HERITAGE ASSETS 
 (a) Reconciliation of the Carrying Value of Heritage Assets Held by the Board 
  Vehicles 

 
 

£000s 

Citizen 
Firefighter 

Statue 
£000s 

Other Items 
and 

Artefacts 
£000s 

Total 
Assets 

 
£000s 

Cost or Valuation     
1 April 2010 200 40 300 540 
Additions 0 0 0 0 
Disposals 0 0 0 0 
Revaluations 0 0 0 0 
Impairment Losses/(Reversals) recognised in 
the Revaluation Reserve 0 0 0 0 
Impairment Losses/(Reversals) recognised in 
Surplus or Deficit on the Provision of Services 0 0 0 0 
Depreciation 0 0 0 0 
31 March 2011 200 40 300 540 
Cost or Valuation     
1 April 2011 0 0 0 0 
Additions 0 0 0 0 
Disposals 0 0 0 0 
Revaluations 0 0 0 0 
Impairment Losses/(Reversals) recognised in 
the Revaluation Reserve 

0 0 0 0 

Impairment Losses/(Reversals) recognised in 
Surplus or Deficit on the Provision of Services 

0 0 0 0 

Depreciation 0 0 0 0 
31 March 2012 200 40 300 540 

 

  

 

The values of all the Board’s collection of historic vehicles and Other Items and 
Artefacts have been estimated by the Chair of the Preservation Society, and are 
updated periodically, with the exception of the “September Nightmare” painting by 
Paul Dessau, which has been independently valued at £40,000. 
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 (b) Five Year Summary of Transactions 
 It is not practicable to show a summary of transactions covering the last five years 

and therefore this information has not been provided, as allowed by paragraph 
4.10.4.5 of the Code. 

 (c) Further Information on the Heritage Assets 
 Vehicles: 

The collection consists of a number of historic fire service vehicles covering 
different eras of the Fire Service through the ages.  They are maintained and 
operated during the summer and winter months, attending events to assist in 
raising awareness of the work done by the Fire Service in local communities. 

Citizen Firefighter Statue: 
This brass statue is situated in Glasgow City Centre, with the aim of raising 
awareness of the role and position in communities held by the Fire Service. 

Other Items and Artefacts: 
This category includes equipment used by the Fire Service over hundreds of 
years, such as uniforms, protective clothing, fire extinguishers, ladders and 
helmets.  There are also a number of photos, paintings (including the 
September Nightmare noted above), and medal collections. 

24 CAPITAL EXPENDITURE AND FINANCING 
 

 The following table summarises the underlying need of the Board to borrow to fund 
capital expenditure, and the ways in which this expenditure has been financed. 
 

 2010/11 Category 2011/12 
£000s  £000s 

28,912 Opening Capital Financing Requirement 30,381 
   

 Capital Investment  
8,788 Operational Property, Plant and Equipment 27,276 
9,910 Non-Operational Property, Plant and Equipment 2,401 

   

 Sources of Finance  
(328) Capital Receipts (397) 

(12,869) Government Grants and Other Contributions (9,662) 

(4,032) Sums set aside from Revenue (6,734) 
   

30,381 Closing Capital Financing Requirement 43,265 
   

 Explanation of Movements in Year  
   

(2,404) Increase/(decrease) in underlying need to borrow (2,687) 

 (supported by Government financial assistance)  
   

3,873 Increase/(decrease) in underlying need to borrow 15,570 

 (unsupported by Government financial assistance)  
   

1,469 Increase/(decrease) in Capital Financing Requirement 12,884 
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25 INVENTORIES 
 The following table summarises the movement of inventory during the financial year.

 
 Consumable Stores Fuel Total 

 
2010/11 

£000 
2011/12 

£000 
2010/11 

£000 
2011/12 

£000 
2010/11 

£000 
2011/12 

£000 
Balance outstanding at 
start of year 448 545 211 256 659 801 

Purchases 464 504 1,105 1,220 1,569 1,724 
Recognised as an 
expense in the year (302) (541) (1,060) (1,169) (1,362) (1,710) 

Written off balances (65) 0 0 0 (65) 0 
Balance outstanding at 
year-end 545 508 256 307 801 815 

 

  
26 LOANS AND RECEIVABLES 

Analysis of Debtors 31 March 2011
£000 

31 March 2012
£000 

Central government bodies 1,529 4,853 
Other local authorities 8,331 1,344 
NHS bodies 4 50 
Public corporations and trading funds 84 65 
Other entities and individuals 2,151 5,986 
Total 12,099 12,298

 

  
27 CREDITORS 
 Analysis of Creditors 31 March 2011

£000 
31 March 2012

£000 
Central government bodies 2,206 2,265 
Other local authorities 3,433 1,765 
NHS bodies 10 0 
Public corporations and trading funds 78 86 
Other entities and individuals 11,711 12,111 
Total 17,438 16,227

 

  
28 PROVISIONS 
 (a) Insurance 
  The sum of £0.549 million (£0.137 million short-term, £0.412  million long-term) 

represents obligations due in respect of all known insurance claims as at 31 
March 2012, and information provided by Glasgow City Council in respect of 
claims against the former Strathclyde Regional Council. 

 (b) Other Provisions 
  The sum of £3.579 million (£3.012 million short-term, £0.567 million long-term) 

represents obligations due in respect of various employment liabilities, such as 
restructuring costs. 
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 (c) Summary 
 Short-term Long-term 

Insurance 
Employee 

related 
liabilities 

Sub-
total Insurance 

Employee 
related 

liabilities 

Sub-
total Total 

£000s £000s £000s £000s £000s £000s £000s 

Balance at 1 
April 2010 236 475 711 709 690 1,399 2,110 

Additional 
provisions 
made in 
2010/11 

0 1,566 1,566 0 130 130 1,696 

Amounts 
used in 
2010/11 

(96) 0 (96) (291) 0 (291) (387) 

Unused 
amounts 
reversed in 
2010/11 

0 (30) (30) 0 0 - (30) 

Balance at 1 
April 2011 140 2,011 2,151 418 820 1,238 3,389 

Additional 
provisions 
made in 
2011/12 

6 1,569 1,575 20 0 20 1,595 

Amounts 
used in 
2011/12 

0 (568) (568) 0 (253) (253) (821) 

Unused 
amounts 
reversed in 
2011/12 

(9) 0 (9) (26) 0 (26) (35) 

Balance at 
31 March 
2012 

137 3,012 3,149 412 567 979 4,128 

 
 

29 DISCLOSURE OF FINANCIAL ASSETS AND LIABILITIES 
 (a) Disclosure of Nature and Extent of Risk Arising from Financial Instruments 
 Key Risks 
 The Board’s activities expose it to a variety of financial risks.  The key risks are: 
 • Credit risk – the possibility that other parties might fail to pay amounts due to the 

Board; 
• Liquidity risk – the possibility that the Board might not have funds available to meet 

its commitments to make payments;  
• Re-financing risk – the possibility that the Board might be required to renew a 

financial instrument on maturity at disadvantageous interest rates or terms. 
• Market risk - the possibility that financial loss might arise for the Board as a result 

of changes in such measures as interest rates movements. 
 

 Overall Procedures for Managing Risk 
The Board’s overall risk management procedures focus on the unpredictability of 
financial markets, and implementing restrictions to minimise these risks.  The 
procedures for risk management are set out through a legal framework in the Local 
Government in Scotland Act 2003 and the associated regulations.  These require the 
Board to comply with the CIPFA Prudential Code, the CIPFA Treasury Management in 
the Public Services Code of Practice and Investment Guidance issued through the Act.  
Overall these procedures require the Board to manage risk in the following ways: 
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 • by formally adopting the requirements of the Code of Practice; 

• by the adoption of a Treasury Policy Statement and treasury management 
clauses within its financial regulations; 

• by approving annually in advance prudential and treasury indicators for the 
following three years limiting: 

o The Board’s overall borrowing; 
o Its maximum and minimum exposures to fixed and variable rates; 
o Its maximum and minimum exposures to the maturity structure of its 

debt; 
o Its maximum annual exposures to investments maturing beyond a year. 

• by approving an investment strategy for the forthcoming year setting out its 
criteria for both investing and selecting investment counterparties in 
compliance with the Government Guidance; 

 The annual treasury management strategy, which incorporates the prudential 
indicators, was approved by the Board in April 2011 and is available on the Board’s 
website.  The key issues within the strategy were as follows: 

• The Authorised Limit for the 2011/12 was set at £56 million.  This is the 
maximum limit of external borrowings or other long term liabilities. 

• The Operational Boundary was expected to be £54 million.  This is the 
expected level of debt and other long term liabilities during the year. 

• The maximum amounts of fixed and variable interest rate exposure were set 
at £46 million and £14 million based on the Board’s net debt. 

• The maximum and minimum exposures to the maturity structure of debt are 
shown at the note referring to Refinancing and Maturity Risk. 

These policies are implemented by the Finance Department.  The Board maintains 
written principles for overall risk management, as well as written policies covering 
specific areas, such as interest rate risk, credit risk, and the investment of surplus 
cash, through Treasury Management Practices (TMPs).  These TMPs are a 
requirement of the Code of Practice and are reviewed periodically. 

 Credit risk 
Credit risk arises from deposits with banks and financial institutions, as well as credit 
exposures to the Board’s customers. 

This risk is minimised through the Annual Investment Strategy, which requires that 
deposits are made with financial institutions that meet identified minimum credit 
criteria, in accordance with the Fitch, Moody’s and Standard & Poors Credit Ratings 
Services. The Annual Investment Strategy also considers maximum amounts and time 
limits in respect of each financial institution.  Deposits are only made with banks and 
financial institutions that meet the minimum requirements of the investment criteria 
outlined above, and additional selection criteria are also applied after this initial criteria 
is applied.  Details of the Investment Strategy can be found on the Board’s website.  
The key area of the Investment Strategy is that the minimum criteria for investment 
counterparties include: 

• Credit ratings of: Short Term - F1, Long Term - A-, Support – C, and Individual 
- 3 (Fitch or equivalent rating), with the lowest available rating being applied to 
the criteria.  This method is known as the Lowest Common Denominator 
(LCD). 
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 The full Investment Strategy for 2011/12 was approved by Full Board on 14 April 2011 
and is available on the Board’s website. 
Customers for goods and services are assessed, taking into account their financial 
position, past experience and other factors, with individual credit limits being set in 
accordance with internal ratings in accordance with parameters set by the Board. 
The Authority’s maximum exposure to credit risk in relation to its investments in banks 
and building societies of £16.4 million cannot be assessed generally as the risk of any 
institution failing to make interest payments or repay the principal sum will be specific 
to each individual institution.  Recent experience has shown that it is rare for such 
entities to be unable to meet their commitments.  A risk of recoverability applies to all 
of the Authority’s deposits, but there was no evidence at the 31 March 2012 that this 
was likely to crystallise. 

 The following analysis summarises the Authority’s maximum exposure to credit risk on 
other financial assets, based on experience of default, adjusted to reflect current 
market conditions. 

Narrative Amount at 
31 March 

2012 
£000s 

Historical 
experience 

of default 
% 

Adjustment for 
market 

conditions at 
31 March 2012 

% 

Estimated 
maximum 

exposure to 
default 
£000s 

Trade Debtors 168 1.82% 1.82% 4 
Total 168 1.82% 1.82% 4 

 
In October 2008 the Icelandic banking sector defaulted on its obligations.  The Board 
had £3 million invested in this sector at that time.  In accordance with proper 
accounting practice, the Board has been notified of objective evidence that impairment 
has occurred, and the investments have been impaired according to accounting 
requirements. 

 Whilst the current credit crisis in international markets has raised the overall possibility 
of default, the Board maintains strict credit criteria for investment counterparties. 
All the Board’s deposits are made through the London Money markets, and during 
2011/12 were allocated to United Kingdom based organisations.  

 Of the £7.739 million total debtors figure, £0.168 million relates to trade debtors.  The 
Board does not generally allow credit for its trade debtors, such that £0.005 million of 
the £0.168 million balance is past its due date for payment.  Provision for past due 
debt has been made, totaling £0.003 million, based on age profile, starting from two 
months old.  The past due amount can be analysed by age as follows: 

 31 March 2012 
£000s 

31 March 2011 
£000s 

Less than three months 0 19 
Three to six months 1 0 
Six months to one year 1 3 
More than one year 3 6 
Total 5 28 

 
Collateral – During the reporting period the Board held no collateral as security. 
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 Liquidity risk 
The Board manages its liquidity position through the risk management procedures 
above (the setting and approval of prudential indicators and the approval of the 
treasury and investment strategy reports), as well as through a comprehensive cash 
flow management system, as required by the CIPFA Code of Practice.  This seeks to 
ensure that cash is available when it is needed. 
The Board has ready access to borrowings from the Money Markets to cover any day 
to day cash flow need, and whilst the PWLB provides access to longer term funds, it 
also acts as a lender of last resort to local authorities (although it will not provide 
funding to authorities whose actions are unlawful).  The Board is also required to 
provide a balanced budget through the Local Government Finance Act 1992, which 
ensures sufficient monies are raised to cover annual expenditure.  There is therefore 
no significant risk that it will be unable to raise finance to meet its commitments under 
financial instruments. 

 The maturity analysis of financial liabilities is as follows: 

 31 March 2011 
£000s 

31 March 2012 
£000s 

Less than one year 38,793 17,141 

Between one and two years 0 0 

Between two and three years 0 0 

More than three years 0 0 

Total 38,793 17,141 

All trade and other payables (£7.739 million) are due to be paid in less than one year 
and are not shown in the table above. 

 Refinancing Risk 
The Board maintains a significant debt and investment portfolio.  Whilst the cash flow 
procedures above are considered against the refinancing risk procedures, longer term 
risk to the Board relates to managing the exposure to replacing financial instruments 
as they mature.  This risk relates to both the maturing of longer term financial liabilities 
and longer term financial assets. 
The approved treasury indicator limits for the maturity structure of debt and the limits 
placed on investments placed for greater than one year in duration are the key 
parameters used to address this risk.  The Board approved treasury and investment 
strategies address the main risks and the Finance Directorate address the operational 
risks within the approved parameters.  This includes: 

• monitoring the maturity profile of financial liabilities and amending the profile 
through either new borrowing or the rescheduling of the existing debt; and 

• monitoring the maturity profile of investments to ensure sufficient liquidity is 
available for the Board’s day to day cash flow needs, and the spread of longer 
term investments provide stability of maturities and returns in relation to the 
longer term cash flow needs. 

The maturity analysis of financial liabilities is as follows, with the maximum and 
minimum limits for fixed interest rates maturing in each period (approved by the Board 
in the Treasury Management Strategy): 
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 Approved 
maximum limits 

Approved 
Minimum 

Limits 

Actual 
31 March 2012 

£000s 

Actual 
31 March 2011 

£000s 

Less than one year 30% 0 2,384 3,679 
Between one and two years 30% 0 2,202 1,270 
Between two and five years 50% 0 6,193 7,456 
Between five and ten years 75% 0 5,588 6,572 
More than ten years 95% 25% 21,964 21,965 
Total   38,331 40,942 

 Market risk 
Interest rate risk - The Board is exposed to interest rate movements on its 
investments.  Movements in interest rates have a complex impact on the Board, 
depending on how variable and fixed interest rates move across differing financial 
instrument periods.  For instance, a rise in variable and fixed interest rates would have 
the following effects: 

 • borrowings at variable rates – the interest expense charged to CIES will rise; 
• borrowings at fixed rates – the fair value of the borrowing will fall (no impact on 

revenue balances); 
• investments at variable rates – the interest income credited to CIES will rise; and 
• investments at fixed rates – the fair value of the assets will fall (no impact on 

revenue balances). 
 Borrowings are not carried at fair value on the balance sheet, so nominal gains and 

losses on fixed rate borrowings would not impact on the CIES.  However, changes in 
interest payable and receivable on variable rate borrowings and investments will be 
posted to the CIES and affect the General Fund Balance, subject to influences from 
Government grants.  Movements in the fair value of fixed rate investments that have a 
quoted market price will be reflected in the CIES, unless the investments have been 
designated as Fair Value through the CIES, in which case gains and losses will be 
posted to the CIES. 

The Board has a number of strategies for managing interest rate risk.  The Annual 
Treasury Management Strategy draws together the Board’s prudential and treasury 
indicators and its expected treasury operations, including an expectation of interest 
rate movements.  From this Strategy a treasury indicator is set which provides 
maximum limits for fixed and variable interest rate exposure.  The central treasury 
team will monitor market and forecast interest rates within the year to adjust 
exposures appropriately.  For instance during periods of falling interest rates, and 
where economic circumstances make it favourable, fixed rate investments may be 
taken for longer periods to secure better long term returns, similarly the drawing of 
longer term fixed rates borrowing would be postponed. 

Due to the credit ratings of the Board’s on-call accounts being outwith the minimum 
criteria, no funds were held on deposit at 31 March 2012.  Therefore if all interest rates 
had been 1% higher (with all other variables held constant) there would have been no 
financial effect on investments.  However, the effect of a decrease in fair value of fixed 
rate borrowing liabilities would be £4.3 million, although there would be no impact on 
the CIES.  Similarly, a 1 % fall in interest rates would result in no financial effect on 
investments, but an increase in fair value of fixed rate borrowings liabilities of £4.3 
million.  These assumptions are based on the same methodology as used in 28 (d), 
Fair value of Assets and Liabilities Carried at Amortised Cost. 

 



The Board of Strathclyde Fire and Rescue 
 

  52

 (b)  Financial Instruments Balances 
The borrowings and investments disclosed in the Balance Sheet are made up of the 
following categories of financial instruments: 

  Long-Term Current 

 31 March 
2011

£000s

31 March 
2012

£000s

31 March 
2011 

£000s 

31 March 
2012 

£000s 

Financial liabilities (principal amount) 37,227 35,947 2,222 1,369 

Accrued Interest 0 0 1,493 1,015 

Financial liabilities at amortised cost (1) 37,227 35,947 3,715 2,384 

Financial liabilities at fair value through the CIES (2) 0 0 0 0 

Total borrowings 37,227 35,947 3,715 2,384 

Loans and receivables (principal amount) 0 0 38,577 16,931 

Accrued interest 0 0 216 210 

Accounting adjustments 0 0 0 0 

Loans and receivables at amortised cost (1) 0 0 38,793 17,141 

Financial Assets at fair value through the CIES (2) 0 0 0 0 

Total investments 0 0 38,793 17,141 

 
Note 1 – Under accounting requirements, the carrying value of the financial instrument is shown in the balance sheet 
which includes the principal amount borrowed or lent, and further adjustments for breakage costs or stepped interest 
loans (measured by an effective interest rate calculation) including accrued interest.   The effective interest rate is 
effectively accrued interest receivable under the instrument, adjusted for the amortisation of any premiums or 
discounts reflected in the purchase price. 
 
Note 2 – Fair value has been measured by direct reference to published price quotations in an active market. 

Unusual Movements 
There have been no unusual movements throughout the year. 

Reclassification 
There has been no reclassification of a financial instrument throughout the year.  In 
2009/10 deposits were classified as short-term investments, however in 2010/11 IFRS 
required deposits with a term maturing in less than three months to be classified as 
cash or cash equivalent, with any maturities greater than 3 months being classified as 
short-term investments.  This has been continued within 2011/12. 
Derecognition of instruments 
There has been no derecognition of a financial instrument throughout the year. 

 Allowance for Credit Losses 
Impairment of the financial asset has been reflected in the carrying amount with the 
loss being charged to CIES, allowing for future income expectations to be disclosed 
within the FIAA. Further detail is provided in Note 29(e) on pages 54 to 56. 

 Defaults and Breaches 
There have been no defaults and breaches throughout the year. 
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 (c)  Financial instruments Gains/Losses 

The gains and losses recognised in the CIES in relation to financial instruments are 
made up as follows: 

Financial Instruments Gains and Losses 2011/12 
 

  
Financial 
Liabilities Financial Assets  

 

Liabilities 
measured at 

amortised 
cost 

£000s 

Loans and 
receivables 

 
 

£000s 

Available-
for-sale 
assets 

 
£000s 

Fair value 
through the 

CIES 
 

£000s 
Total 

£000s 
Interest expense (2,263) 0 0 0 (2,263) 

Impairment losses 0 (59) 0 0 (59) 

Interest payable and similar 
charges (2,263) (59) 0 0 (2,322) 

      
Interest income 0 348 0 0 348 

Interest and investment income 0 348 0 0 348 

Net gain/(loss) for the year (2,263) 289 0 0 (1,974) 

 
Financial Instruments Gains and Losses 2010/11 

 

 
Financial 
Liabilities Financial Assets  

 

Liabilities 
measured at 

amortised 
cost 

£000s 

Loans and 
receivable

s 
£000s 

Available
-for-sale 

assets 
£000s  

Fair value 
through 

the CIES 
£000s  

Total 
£000s 

Interest expense (3,428) 0 0 0 (3,428) 
Losses on derecognition 0 0 0 0 0 
Impairment losses 0 (50) 0 0 (50) 
Interest payable and similar 
charges 

(3,428) (50) 0 0 (3,478) 

      
Interest income 0 360 0 0 360 
Interest and investment income 0 360 0 0 360 

Net gain/(loss) for the year (3,428) 310 0 0 (3,118) 
 

 (d)  Fair value of Assets and Liabilities carried at Amortised Cost 
Financial liabilities and financial assets represented by loans and receivables are 
carried on the balance sheet at amortised cost (in long term assets/liabilities with 
accrued interest in current assets/liabilities).  Their fair value can be assessed by 
calculating the present value of the cash flows that take place over the remaining life 
of the instruments, using the following assumptions: 

• For loans from the PWLB and other loans payable, premature repayment rates 
from the PWLB have been applied to provide the fair value under PWLB debt 
redemption procedures; 

• For loans receivable prevailing benchmark market rates have been used to 
provide the fair value; 

• No early repayment or impairment is recognised; 

• Where an instrument has a maturity of less than 12 months, or is a trade or 
other receivable, the fair value is taken to be the carrying amount or the billed 
amount; 
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 • The fair value of trade and other receivables is taken to be the invoiced or 
billed amount. 

The fair values calculated are as follows: 
 31 March 2011 31 March 2012 
 Carrying 

amount 
£000s 

Fair value
 

£000s 

Carrying 
amount 

£000s 

Fair value 
 

£000s 
PWLB debt  36,544 47,189  34,411 48,889 
Non-PWLB debt  2,905 3,924  2,905 3,943 
Total debt 39,449 51,113 37,316 52,832 
      
Trade creditors 7,106 7,106  3,515 3,515 

Total Financial liabilities 46,555 58,219  40,831 56,347 
 
The fair value is greater than the carrying amount because the Board’s portfolio of loans 
includes a number of fixed rate loans where the interest rate payable is higher than the rates 
available for similar loans in the market at the balance sheet date. 
      
 31 March 2011 31 March 2012 
 Carrying 

amount 
£000s 

Fair value
 

£000s 

Carrying 
amount 

£000s 

Fair value 
 

£000s 
Money market loans < 1 yr 31,061 31,061  10,764 10,764 
Money market loans > 1 yr 0 0  0 0 

Bonds  0 0  0 0 

Trade debtors 
 

226 226  168 168 

Total Loans and 
receivables 
 

31,287 31,287  10,932 10,932 
 

  
The fair values for financial liabilities have been determined by reference to the Public 
Works Loans Board (PWLB) redemption rules and prevailing PWLB redemption rates 
as at each balance sheet date, and include accrued interest.  The fair values for non-
PWLB debt has also been calculated using the same procedures and interest rates 
and this provides a sound approximation for fair value for these instruments. 

The fair values for loans and receivables have been determined by reference to the 
PWLB redemption rules which provide a good approximation for the fair value of a 
financial instrument, and includes accrued interest. The comparator market rates 
prevailing have been taken from indicative investment rates at each balance sheet 
date.  In practice, rates will be determined by the size of the transaction and the 
counterparty, but it is impractical to use these figures, and the difference is likely to be 
immaterial. 

 (e)  Investments – Icelandic Banks 
Early in October 2008, the Icelandic banks Landsbanki, Kaupthing and Glitnir 
collapsed and the UK subsidiaries of the banks, Heritable and Kaupthing Singer and 
Friedlander went into administration.  The authority had £3 million deposited with 
Heritable, with maturity dates and interest rates as shown below: 

Date Invested Maturity Date Amount 
Invested 

£000s 

Interest 
Rate 

Carrying 
Amount 

£000s 

Impairment
 

£000s 
10 June 2008 10 March 2009 2,000 6.43% 370 732 
15 August 2008 17 November 

2008 
1,000 5.82% 184 342 
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 The carrying amounts of the investments included in the balance sheet have been 
calculated using the present value of the expected repayments, discounted using the 
investment’s original interest rate.  These deposits are currently subject to the 
respective processes.  The amounts and timing of payments to depositors such as the 
Board will be determined by the administrators. 

Based on the latest information available the authority considers that it is appropriate 
to consider an impairment adjustment for the deposits, and has taken the action 
outlined below.  In financial year 2010/11, the Board decided to write off the Heritable 
impairment loss, allowing for expected future years income to be accounted for within 
the FIAA.  In the financial year 2011/12 the Board has adjusted the write off value in 
line with available information relating to recoverable amounts expected at 31 March 
2012.   As the available information is not definitive as to the amounts and timings of 
payments to be made by the administrators, the amount deemed as the expected 
income has been calculated in line with the figures outlined below.  

Heritable Bank  
Heritable bank is a UK registered bank under English law, and the company was 
placed in administration on 7 October 2008.  A repayment of £1.07 million (34.98%) 
was received in 2009/10, £0.46 million (15.1%) was received in 2010/11 and a further 
£0.54 million (17.8%) was received in 2011/12.  The revised impairment is based on 
the assumption that a further 20.12% will be received by the beginning of 2013/14, 
taking the total dividends expected to be received to 88%. 

The Board has decided to recognise an impairment based on the recovery of 88p in 
the £. In calculating the impairment, the Authority has made the following assumptions 
regarding the timing of recoveries: 

 Date Repayment Date Repayment 

April 2012 3.79% January 2013 3.5% 
July 2012 3.5% April 2013 5.83% 
October 2012 3.5%   

 
Recoveries are expressed as a percentage of the authority’s claim in the 
administration, which includes interest accrued up to 6 October 2008. 
Impairment 
The Balance Sheet shows the net impact of the impairment of the Icelandic Banks 
investment in the FIAA.  The Board has decided to charge the impairment loss to the 
CIES in 2011/12, and to disclose the expected income over the future financial years 
within the FIAA. 
The current balance on the FIAA is £0.050 million, a movement of £0.009 million from 
2010/11 as shown in the table below: 
 

Bank 

Balance on 
FIAA at  

31 March 11 
£000s 

Interest 
during 

2011/12 
£000s 

Change in 
Impairment 

 
£000s 

Write Off 
 
 

£000s 

Balance on 
FIAA at  

31 March 12 
£000s 

Heritable Bank 50 (187) 104 92 59 
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 The impairment loss recognised in the CIES has been calculated by discounting the 
assumed cash flows at the effective interest rate of the original deposits, in order to 
recognise the anticipated loss of interest to the Board. 
Interest of £0.187 million has been credited to the CIES in 2011/12, along with an 
adjustment to the impairment of £0.104 million in relation to the payments received 
from the administrators.  As the Board has decided to charge the impairment loss in 
2011/12, the FIAA has been adjusted to reflect income expectations until 2013/14 
when it is anticipated the investments will be derecognised (i.e. when the final 
payment has been made by the administrators). 
The table below provides a reconciliation of the in year movements relating to the 
carrying value of the Icelandic Investments. 

  31 March 2011 31 March 2012 
 £000s £000s 
Amortised Cost    
As at 1 April  2,260 1,986 
Recovered in year  (461) (543) 
Interest Accrued  187 187 
Closing Amortised Cost  1,986 1,630 
Impairment    
As at 1 April  (858) (970) 
Arising in year  0 0 
Reversed unutilised  (112) (104) 

Closing Impairment 31 March  (970) (1,074) 
Carrying Value  1,016 556 

 

  
30 GRANT INCOME 
 The Board credited the following grants and contributions to the CIES in 2011/12. 

 Credited to Taxation and Non-Specific Grant Income 2010/11 
£000s 

2011/12
£000s

Revenue Grants    
Government Grants - Pensions 30,327 30,063
Government Grants – New Dimensions 0 370
Sub-total Revenue Grants 30,327 30,433
Capital grants    
Government Grants - formula based 6,113 6,143
Government Grants - top slice 5,815 2,863
Government Grants - New Dimensions  931 656
Other Contributions 10  0
Sub-total Capital Grants 12,869  9,662
Total 43,196  40,095 

Current Liabilities 
 The Board has received a number of grants that have yet to be recognised as 
income, as they will be used to fund expenditure in future years under the 
conditions of grant.  

Capital Grants Received in Advance 2010/11 
£000s 

2011/12
£000s

Government Grants - formula based 1 0
Government Grants - top slice 0 300
Total 1 300 
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 Revenue Grants Received in Advance 2010/11 
£000s 

2011/12
£000s

Government Grants - New Dimensions 0  151 

Total 0  151 
 

  
31 PRECEPT INCOME 

The following amounts represent the precept income received from each of the 
constituent authorities that fund the Board’s activities. 
 

 Authority 2010/11 
£000s 

2011/12 
£000s 

Argyll & Bute Council 4,984 4,839 
East Ayrshire Council 6,093 5,925 
East Dunbartonshire Council 5,101 4,962 
East Renfrewshire Council 3,565 3,469 
Glasgow City Council 42,559 41,354 
Inverclyde Council 6,397 6,222 
North Ayrshire Council 8,266 8,036 
North Lanarkshire Council 13,671 13,295 
Renfrewshire Council 8,659 8,419 
South Ayrshire Council 6,071 5,901 
South Lanarkshire Council 13,385 13,011 
West Dunbartonshire Council 8,244 8,012 
TOTAL 126,995 123,445 

 

 

32 CONTINGENT LIABILITY 
(a) Following a successful claim by part-time uniformed workers, these members of staff 

now have access to the Firefighters Pension Schemes, backdated to December 2000 
where applicable.  This change has yet to be implemented on a nationwide basis and 
the financial effects are not currently known, however there will be an impact on the 
Pensions figures required by IAS19. 

(b) It has previously been identified that provision should be made in the Statement of 
Accounts for all liabilities in relation to insurance claims against the Board, both known 
and unknown.  The provision shown in Note 28 on pages 46 and 47 represents those 
claims that are known.  Values cannot be placed upon those claims that have been 
incurred but not reported, i.e. incidents have occurred but claims have still to be 
submitted, and therefore a contingent liability exists. 

33 NON-ADJUSTING POST BALANCE SHEET EVENT – POLICE AND FIRE REFORM 
The Police and Fire Reform (Scotland) Act 2012 received Royal Assent on 7 August 
2012.  Responsibility for Police and Fire and Rescue Services will transfer from local 
government to new central government bodies on 1 April 2013.  In 2013/14, the Joint 
Board will no longer be responsible for service provision.  The full impact and 
mechanisms of the reform process are currently being assessed. 
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FIREFIGHTERS’ PENSION ACCOUNT – SCOTLAND 
 
Introduction 
As from 1 April 2010, the Scottish Government introduced a requirement for each Scottish 
Fire and Rescue authority to maintain a Firefighters’ Pension Account in respect of its 
firefighters’ pension schemes. The requirements are specified in the Firefighters’ Pension 
Scheme Amendment (Scotland) (No.2) Order 2010 (SSI 332/2010; see also SSI 333/2010). 

Although the Firefighters’ Pension Account operates on an accruals basis, provisions for 
potential retirement (e.g. commuted sums) are not included as a charge against the 
Firefighters’ Pension Account. From 1 April 2010, any amounts held in the General Fund 
reserves relating to pension costs, whether earmarked or not, are to be used as a 
contribution to the Firefighters’ Pension Account. 

The table below illustrates the transactions on the fire pension account. 
 

2010/11 2011/12 
£000s £000s 

Contributions receivable: 

Fire & Rescue authority: 
(13,136) Contributions based on pensionable pay (12,914)  

0 Early retirements 0 
(1,773) Transfer Values (853) 
(6,842) Officers' contributions (6,756) 

(21,751) (20,523) 

0 Transfers in from other fire & rescue authorities  0 

Benefits payable: 
29,647 Pensions 30,676 
8,977 Commutations and lump sum retirement benefits 6,857 

0 Lump sum death benefits 70 
38,624 37,603 

 Payments to and on account of leavers:  
318 Transfer values paid 69 

0 Refund of contributions to employees 0  
318 69 

17,191 Sub-total for the year before transfer from the 
Firefighters' Operating Account of an amount equal to 
the deficit 

 17,149 

(17,191) Additional funding payable by the Firefighters' Operating 
Account to meet the deficit  (17,149) 

0 Net amount payable/receivable for the year 0 

 

58 
 



The Board of Strathclyde Fire and Rescue

 
 

THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
 
Statement of Accounts 2011/12 

REMUNERATION REPORT 

All information disclosed in the tables in this Remuneration Report will be audited by the 
Board’s external auditors, Grant Thornton. The other sections of the Remuneration Report 
will be reviewed by Grant Thornton to ensure they are consistent with the financial 
statements. 

REMUNERATION OF BOARD MEMBERS 

The Convener and Vice-conveners of the Board are remunerated by the local authority of 
which they are an elected member. 

The remuneration of councillors is regulated by the Local Governance (Scotland) Act 2004 
(Remuneration) Regulations 2007 (SSI No. 2007/183). The regulations provide for the 
grading of councillors for the purposes of remuneration arrangements, as either the Leader 
of the Council, the Civic Head, Senior Councillors or Councillors. These regulations also set 
out the amounts a councillor may be paid for being a convener or vice-convener of a Joint 
Board. This is inclusive of any amount payable to them as either a councillor or senior 
councillor. 

The Board reimburses each local authority that remunerates the Convener and Vice-
Conveners with the additional costs paid to the councillors holding these positions.  The 
disclosures made in this report are limited to the amounts paid to the relevant local 
authorities by the Board for remuneration, and does not reflect the full value of the 
remuneration that may be paid to the councillor. The amounts paid are shown in the 
following table: 

 2010-11 2011-12 
Councillor Name & Responsibility Total Remuneration 

2010-11 
£ 

Salary, fees & 
allowances 

£ 

Total Remuneration 
2011-12 

 £ 
Brian Wallace, Convener 20,238 22,948 22,948 
Tommy Morrison, Vice-convener 10,978 15,486 15,486 
Joseph Lowe, Vice-convener 11,132 14,552 14,552 
TOTAL 42,348 52,986 52,986 
 

REMUNERATION OF SENIOR EMPLOYEES OF THE BOARD 

The salary of senior uniformed employees is set by the National Joint Council for Brigade 
Managers. The salary of the Deputy Chief Officer, who is not a uniformed employee, is 
aligned to the SJNC Chief Officials salary scale. Other benefits received by senior 
employees include those relating to transport and other ancillary expenses. 

Where an employee is appointed to a relevant post part way through the year, only the 
remuneration paid to them after their appointment is reported, with no prior year comparative 
information.  Similarly, if an employee leaves a relevant post during the year, only the 
remuneration paid to them while in post is reported.  The following table therefore shows the 
remuneration paid to the Board’s relevant employees: 
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Name and Post Title Total 
Remuneration 

2010-11 

Salary, 
fees & 

allowances 

Taxable 
Expenses 

Benefits 
other than 

in cash 

Total 
Remuneration 

2011-12 
 £ £ £ £ £ 
Brian Sweeney: Chief Officer 155,320 147,164 - 947 148,111 
Eileen Baird: Deputy Chief Officer 124,949 121,484 3,920 - 125,404 
David Goodhew: Assistant Chief 
Officer (Operations) 

119,934 115,287 3,154 - 118,441 

Lewis Ramsay: Assistant Chief 
Officer (Community Safety) 

119,207 115,287 2,251 - 117,538 

Robert Scott: Assistant Chief 
Officer (Training & Operational 
Review) – from 11 October 2010 
(includes salary from previous role) 

56,816 115,287 2,546 - 117,833 

Andrew Shuttleworth: Assistant 
Chief Officer (Training Centre 
Project) – until retirement 28th 
September 2011 

98,530 59,544 1,864 - 61,408 

David Hutchison: Assistant Chief 
Officer (Training & Operational 
Review) – until retirement on 26 
October 2010 

74,144 - - - - 

James Doyle: Assistant Chief 
Officer (Strategic Planning) – from 
17 July 2009 until restructure on 1 
November 2010 

69,337 - - - - 

Graham Haugh: Assistant Chief 
Officer (Human Resources) – until 
restructure in 1 November 2010

62,316 - - - - 

TOTAL 880,553 674,053 13,735 947 688,735 

The senior employees included in the table include any Board employee: 

• who has responsibility for management of the Board to the extent that the person has 
power to direct or control the major activities of the Board (including activities 
involving the expenditure of money), during the year to which the report relates, 
whether solely or collectively with other persons; and 

• who holds a post that is politically restricted by reason of section 2(1) (a), (b) or (c) of 
the Local Government and Housing Act 1989; or 

• whose annual remuneration, including any remuneration from a local authority 
subsidiary body, is £150,000 or more. 

Lindsay Freeland is the Clerk to the Board, and Paul Manning is the Treasurer, however 
they receive no remuneration for these roles directly from the Board.  The Clerk and 
Treasurer are both remunerated by South Lanarkshire Council and their remuneration is 
disclosed in the financial statements of the Council.  The Board pay South Lanarkshire 
Council for their services as lead authority as disclosed in note 20. 

EMPLOYEES REMUNERATION BY PAY BAND 

The employees of the Service receiving more than £50,000 remuneration for the year 
(including those named above, but excluding employer’s pension contributions) were paid 
the following amounts: 

Remuneration Band £s 2010/11 Number of employees 2011/12 Number of employees 
50,000 - 54,999 51 43 
55,000 - 59,999 36 37 
60,000 - 64,999 12 9 
65,000 - 69,999 5 10 
75,000 - 79,999 3 1 
80,000 – 84,999 - 2 
90,000 - 94,999 2 1 

100,000 - 104,999 1 1 
105,000 – 109,999 1 - 
115,000 - 119,999 3 3 
120,000 - 124,999 1 - 
125,000 – 129,999 - 1 
145,000 – 149,999 - 1 
150,000 - 154,999 1 - 

TOTAL 116 109 
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Pension Benefits 

The pension entitlements of Senior Employees for the year to 31 March 2012 are shown in 
the table below, together with the contribution made by the Service to each Senior 
Employee’s pension during the year. Pension benefits for the Chief Officer and Assistant 
Chief Officers are provided through the Firemen’s Pension Scheme (FPS). This is an 
unfunded scheme, meaning there are no investment assets built up to meet pension 
liabilities, and cash has to be generated to meet actual pension payments as they eventually 
fall due. The scheme’s normal retirement age is after 30 years service or the age of 55. 

Pension benefits for the Deputy Chief Officer are provided through the Local Government 
Pension Scheme (LGPS). For local government employees this is a final salary pension 
scheme, meaning pension benefits are based on the final year’s pay and the number of 
years that person has been a member of the scheme. The scheme’s normal retirement age 
is 65. 

The pension figures shown in the following table relate to the benefits that the person has 
accrued as a consequence of their total local government service, and not just their current 
appointment.  Those marked with an asterisk (*) are members of the LGPS, the others are 
members of the Firemen’s Pension Scheme. 

 

 

Name and Post Title In-year pension contributions (note 
1)

Accrued pension benefits (note 
2) 

 For Year to 31 
March 2011 

£000s 

For Year to 31 
March 2012 

£000s 

Movement from 
March 2011 

£000s 

As at 31 
March 2012 

£000s 
Brian Sweeney: Chief Officer – retired then 
returned to post 

34 10 Pension       (23)   80 

* Eileen Baird: Deputy Chief Officer 22 23 Pension           2   
Lump sum       0   

47 
123 

Andrew Shuttleworth: Assistant Chief 
Officer (Training Centre Project) – retired 
28th September 2011 

25 12 Pension       (16)   59 

David Goodhew: Assistant Chief Officer 
(Operations) 

25 25 Pension         (3)   60 

Lewis Ramsay: Assistant Chief Officer 
(Community Safety) 

25 25 Pension           2   61 

Robert Scott: Assistant Chief Officer 
(Training & Operational Review) 

19 25 Pension         18   66 

James Doyle: Assistant Chief Officer 
(Strategic Planning) until restructure on 1 
November 2010 

23 - Pension           -   - 

* Graham Haugh: Assistant Chief Officer 
(Human Resources) until restructure on 1 
November 2010 

18 - Pension           -   
Lump sum       -   

- 
- 

TOTAL 191 120 (20) 496 

Notes 

1) The employers’ contribution rate for the FPS is 21.8% of pensionable pay.  The 
employer’s contribution for those in the LGPS is 19.3% of pensionable pay in 2011/12 
(18.2% in 2010/11). 

2) The Firemens Pension Scheme and LGPS have different contribution rates and different 
benefits.  The uniformed officers’ pension benefits are presented as unreduced pension 
benefits, i.e. there is no automatic lump sum, as members have the option not to 
commute an element of their annual pension until the point at which they retire. Benefits 
accrue on a 1/60th basis per year, which increases to 2/60ths per year when the 
employee reaches 20 years service.  An employee can elect to commute, or give up, up 
to 25% of their annual pension in order to receive a lump sum.  For example, an officer 
aged 50 with 30 year’s service would receive a lump sum of £22,400 for every £1,000 
annual pension commuted.  This figure is variable dependent on age and service. 
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The accrued pension benefits for the Deputy Chief Officer, who is a member of the LGPS, 
includes elements for both lump sum and annual pension, having joined the LGPS before 
1 April 2009.  This guarantees a pension based on 1/80th accrual rate, and a lump sum 
based on 3/80th of final pensionable salary and years of pensionable service prior to this 
date.  The conditions of the LGPS changed with effect from 1 April 2009, after which 
benefits are accrued on 1/60th basis with no automatic right to a lump sum.  The 
employee may however, elect to reduce their annual pension to receive a lump sum in 
the same manner as members of the Firefighters Pension Schemes.  For example, an 
employee would receive a lump sum of £12,000 for every £1,000 annual pension 
commuted, irrespective of age or service. 

Exit Packages 

The total cost of £2.755 million in the table below includes £0.098 million for exit packages 
that have been agreed, accrued for and charged to the Board’s Comprehensive Income and 
Expenditure Statement in the current year (£1.505 million in 2010/11). Based on an average 
salary saving of £25,000 per person, these costs would be recouped within 3 years. The 
numbers reflect when the organisation committed to each individual leaving. The notional 
capitalised compensatory added years (CAY) costs are based on an assessment of the 
present value of all future payments to the retiree until death. 

2010/11  2011/12 

Number Cash 
Value 
£000s 

Notional 
CAY 

Value 
£000s 

Total Cost 
of Exit 

Packages 
£000s 

 Number Cash 
Value 
£000s 

Notional 
CAY 

Value 
£000s 

Total Cost 
of Exit 

Packages 
£000s 

12 84 10 94 £0 - 
£19,999 

5 35 - 35 

5 91 45 136 £20,000 - 
£39,999 

- - - - 

2 41 55 96 £40,000 - 
£59,999 

3 63 69 131 

1 29 45 74 £60,000 - 
£79,999 

- - - - 

2 89 83 172 £80,000 – 
£99,999 

- - - - 

5 404 261 665 £100,000 - 
£149,999 

- - - - 

6 591 495 1,086 £150,000 - 
£199,999 

- - - - 

1 176 89 265 £250,000 - 
£299,999 

- - - - 

34 1,505 1,083 2,588 Total 8 98 69 167 
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THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
Statement of Accounts 2011/12 
 
STATEMENT ON THE SYSTEM OF INTERNAL FINANCIAL CONTROL 
 
This statement is given in respect of the Statement of Accounts for the Board of 
Strathclyde Fire and Rescue for the year ended 31 March 2012.  We acknowledge 
our responsibility for ensuring that an effective system of internal financial control is 
maintained and operated in connection with the resources concerned. 
 
The system of internal financial control can provide only reasonable and not absolute 
assurance that assets are safeguarded, that transactions are authorised and properly 
recorded, and that material errors or irregularities are either prevented or would be 
detected within a timely period. 
 
The system of internal financial control is based on a framework of regular 
management information, financial regulations, administrative procedures (including 
segregation of duties), management supervision, and a system of delegation and 
accountability.  Development and maintenance of the system is undertaken by 
managers within the Board and SFR.  In particular, the system includes: 
 

♦ Financial Regulations; 
♦ appropriate budgeting systems; 
♦ regular reviews of periodic and annual financial reports which indicate 

financial performance against the forecasts; 
♦ setting targets to measure financial and other performance; 
♦ the preparation of regular financial reports which indicate actual 

expenditure against the forecasts; 
♦ defined capital expenditure guidelines and controls; and 
♦ as appropriate, project management disciplines. 

 
The Treasurer to the Board and the Deputy Chief Officer of SFR have responsibility 
for Internal Audit. South Lanarkshire Council Internal Audit section are responsible, 
under a service level agreement, for the internal audit work undertaken and report on 
management and performance issues to both the Treasurer and Deputy Chief 
Officer.  In accordance with the principle of corporate governance, any matters 
arising which require to be brought to the attention of Board members are reported to 
the full Fire Board.  In addition, the remit of the Board’s Performance & Audit 
Members Forum includes the consideration of audit reports.  
 
The Internal Audit service is provided by South Lanarkshire Council to primarily 
provide an independent and objective opinion to the Board on the control 
environment.  Internal Audit operates in accordance with the Code of Practice for 
Internal Audit in Local Government in the United Kingdom and therefore prepares an 
Annual Report containing a view on the adequacy and effectiveness of the system of 
internal control. 
 
Our view of the effectiveness of the system of internal financial control is informed by: 
 

♦ The work of Officers within the Service; 
♦ The work of internal auditors as described above; and 
♦ The external auditors in their annual audit letter and other reports. 
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THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
Statement of Accounts 2011/12 
 
Independent auditor’s report to the members of the Board of Strathclyde Fire 
and Rescue and the Accounts Commission for Scotland 
We certify that we have audited the financial statements of Strathclyde Fire and 
Rescue for the year ended 31 March 2012 under Part VII of the Local Government 
(Scotland) Act 1973.  The financial statements comprise the Comprehensive Income 
and Expenditure Statement, Movement on Reserves Statement, Balance Sheet, 
Cash Flow Statement, and the related notes and the Statement of Accounting 
Policies. The financial reporting framework that has been applied in their preparation 
is applicable law and International Financial Reporting Standards (IFRSs) as adopted 
by the European Union, and as interpreted and adapted by the Code of Practice on 
Local Authority Accounting in the United Kingdom 2011/12 (the 2011/12 Code). 

This report is made solely to the parties to whom it is addressed in accordance with 
Part VII of the Local Government (Scotland) Act 1973 and for no other purpose.  In 
accordance with paragraph 125 of the Code of Audit Practice approved by the 
Accounts Commission for Scotland, we do not undertake to have responsibilities to 
members or officers, in their individual capacities, or to third parties. 
 
Respective responsibilities of the Responsible Financial Officer and auditor 
As explained more fully in the Statement of Responsibilities, the Responsible 
Financial Officer is responsible for the preparation of the financial statements and for 
being satisfied that they give a true and fair view. Our responsibility is to audit and 
express an opinion on the financial statements in accordance with applicable law and 
International Standards on Auditing (UK and Ireland) as required by the Code of 
Audit Practice approved by the Accounts Commission for Scotland. Those standards 
require us to comply with the Auditing Practices Board’s Ethical Standards for 
Auditors. 
 
Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the 
financial statements sufficient to give reasonable assurance that the financial 
statements are free from material misstatement, whether caused by fraud or error. 
This includes an assessment of: whether the accounting policies are appropriate to 
the body’s circumstances and have been consistently applied and adequately 
disclosed; the reasonableness of significant accounting estimates made by the 
Responsible Financial Officer; and the overall presentation of the financial 
statements. If we become aware of any apparent material misstatements or 
inconsistencies we consider the implications for our report. 
 
Opinion on financial statements 
In our opinion the financial statements: 
 

• give a true and fair view in accordance with applicable law and the 2011/12 
Code of the state of the affairs of the body as at 31 March 2012 and of the 
income and expenditure of the body for the year then ended; 

• have been properly prepared in accordance with IFRSs as adopted by the 
European Union, as interpreted and adapted by the 2011/12 Code; and 

• have been prepared in accordance with the requirements of the Local 
Government (Scotland) Act 1973 and the Local Government in Scotland Act 
2003. 

   65





The Board of Strathclyde Fire and Rescue

 
 

THE BOARD OF STRATHCLYDE FIRE AND RESCUE 
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GLOSSARY OF TERMS 

1 ACCOUNTING POLICIES 
 Those principles, bases, conventions, rules and practices applied by an entity 

that specify how the effects of transactions and other events are to be 
reflected in its financial statements through: 

 (a) Recognising, 
(b) Selecting measurement bases for, and 
(c) Presenting assets, liabilities, gains, losses and changes to reserves. 

 Accounting policies do not include estimation techniques. 

 Accounting policies define the process whereby transactions and other events 
are reflected in financial statements. For example, an accounting policy for a 
particular type of expenditure may specify whether an asset or loss is to be 
recognised; the basis on which it is to be measured; and where in the revenue 
account or balance sheet it is to be presented. 

2 ACTUARIAL GAINS AND LOSSES 
 For a defined benefit pension scheme, the changes in actuarial deficits or 

surpluses that arise because: 

 (a) events have not coincided with the actuarial assumptions made for the 
last valuation (experience gains and losses); or 

(b) the actuarial assumptions have changed. 

3 CAPITAL EXPENDITURE 

 Expenditure on the creation, acquisition or enhancement of a fixed asset, or 
expenditure which adds to and not merely maintains the value of an existing 
fixed asset. 

4 COMMUTATION PAYMENTS 

 Under the Firemen’s Pension Scheme and the New Firefighters’ Pension 
Scheme, a contributing member, on retirement, can elect to reduce, or 
“commute”, their annual pension by an amount based on their age, up to a 
maximum of 25%, in return for a tax-free lump sum. 

5 CONTINGENCY 

 A condition which exists at the balance sheet date, where the outcome will be 
confirmed only on the occurrence or non-occurrence of one or more uncertain 
future events. 

6 CORPORATE AND DEMOCRATIC CORE 

 The corporate and democratic core comprises all activities which joint boards 
(and local authorities) engage in specifically because they are elected 
authorities. The cost of these activities are thus over and above those which 
would be incurred by an un-elected, nominated body managing the same 
services. There is therefore no logical basis for apportioning these costs to 
services. 
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7 CURRENT SERVICE COST (PENSIONS) 
 The increase in the present value of a defined benefit scheme’s liabilities 

expected to arise from employee service in the current period. 

8 CURTAILMENT 
 For a defined benefit scheme, an event that reduces the expected years of 

future service of present employees or reduces for a number of employees the 
accrual of defined benefits for some or all of their future service. Curtailments 
include: 

(a) Termination of employees’ services earlier than expected, for example 
as a result of discontinuing a segment of a business; and 

(b) Termination of, or amendment to the terms of, a defined benefit scheme 
so that some or all future service by current employees will no longer 
qualify for benefits or will qualify only for reduced benefits. 

9 DEFINED BENEFIT SCHEME 
 A pension scheme whereby the benefits are not directly related to the 

investments of the scheme. The scheme may be funded or unfunded. 

10 DEPRECIATION 

 The measure of wearing out, consumption, or other reduction in the useful 
economic life of a fixed asset, whether arising from use, passage of time or 
obsolescence through technological or other changes. 

11 REMUNERATION 
 All sums paid to or receivable by an employee and sums due by way of 

expense allowances (as far as those sums are chargeable to UK income tax) 
and the money value of any other benefits received other than in cash. 
Pension contributions payable by either employer or employee are excluded. 

12 EXPECTED RATE OF RETURN ON PENSIONS ASSETS 
 For a funded defined benefit scheme, the average rate of return, including 

both income and changes in fair value but net of scheme expenses, expected 
over the remaining life of the related obligation on the actual assets held by 
the scheme. 

13 INTEREST COST (PENSIONS) 
 For a defined benefit scheme, the expected increase during the period in the 

present value of the scheme liabilities because the benefits are one period 
closer to settlement. 

14 LIQUID RESOURCES 
 Current asset investments that are readily disposable by the authority without 

disrupting its business and are either: readily convertible to known amounts of 
cash at or close to the carrying amount, or traded in an active market. 

15 NON-OPERATIONAL ASSETS 
 Fixed assets held but not directly occupied, used or consumed in the delivery 

of services.  
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16 PAST SERVICE COST 
 For a defined benefit scheme, the increase in the present value of the scheme 

liabilities related to employee service in prior periods arising in the current 
period as a result of the introduction of, or improvement to, retirement 
benefits. 

17 PROJECTED UNIT METHOD 

 An accrued benefits valuation method in which the scheme liabilities make 
allowance for projected earnings. An accrued benefits valuation method is a 
valuation method in which the scheme liabilities at the valuation date relate to: 

 (a) the benefits for pensioners (i.e. individuals who have ceased to be 
active members but are entitled to benefits payable at a later date) and 
their dependants, allowing where appropriate for future increases; and 

 (b) the accrued benefits for members in service on the valuation date. 

 The accrued benefits are the benefits for service up to a given point in time, 
whether vested rights or not. Guidance on the projected unit method is given 
in the Guidance Note GN26 issued by the Faculty of Actuaries. 

18 PROPERTY, PLANT  AND EQUIPMENT 
 Tangible assets which yield benefits to the organisation for a period of more 

than one year. 

19 RETIREMENT BENEFITS 
 All forms of consideration given by an employer in exchange for services 

rendered by employees that are payable after the completion of employment. 
Retirement benefits do not include termination benefits payable as a result of 
either an employer’s decision to terminate an employee’s employment before 
the normal retirement date or an employee’s decision to accept voluntary 
redundancy in exchange for those benefits, because these are not given in 
exchange for services rendered by employees. 

20 SETTLEMENT 
 An irrevocable action that relieves the employer (or the defined benefit 

scheme) of the primary responsibility for a pension obligation and eliminates 
significant risks relating to the obligation and the assets used to effect the 
settlement. Settlements include : 

 (a) A lump-sum cash payment to scheme members in exchange for their 
rights to receive specified pension benefits; 

(b) The purchase of an irrevocable annuity contract sufficient to cover 
vested benefits; and 

(c) The transfer of scheme assets and liabilities relating to a group of 
employees leaving the scheme. 
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