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EDINBURGH NAPIER UNIVERSITY 
 

STATEMENT OF PRINCIPAL ACCOUNTING POLICIES 
 

 

1 Basis of Preparation and Accounting 

 
The Accounts have been prepared under the historical cost convention, modified by the 
revaluation of investments and in accordance with both the Statement of Recommended 
Practice: Accounting for Further and Higher Education 2007 and applicable accounting 

standards.  They conform to guidance published by the Scottish Funding Council (SFC). 
 
2 Basis of Consolidation 

 
The Consolidated Accounts consolidate the Accounts of the University and all its subsidiary 
undertakings in accordance with the provisions of Financial Reporting Standard No 2.  Intra-
group sales and profits are eliminated fully on consolidation.  In accordance with FRS2, the 
activities of the Students’ Union have not been consolidated because the University does not 
exercise control over these activities. 

 
3 Recognition of Income 

 
Recurrent grants from SFC are recognised in the period in which they are receivable.  Tuition fee 
income is stated gross and credited to the Income & Expenditure Account over the period in 
which the students are studying.  Where the amount of the tuition fee is reduced, income 
receivable is shown net of the discount.  Bursaries and scholarships are accounted for gross as 
expenditure and included within operating income. 
 
Income from grants, contracts and other services rendered are accounted for on an accruals 
basis and included to the extent of the completion of the contract or service concerned; any 
payments received in advance of such performance are recognised on the Balance Sheet as 
liabilities. 
 
Grants received in respect of the acquisition or construction of fixed assets are treated as 
deferred capital grants.  The grants are credited to deferred capital grants and an annual transfer 
made to the Income & Expenditure Account over the useful economic life of the asset at the 
same rate as the depreciation charge on the asset for which the grant was awarded. 
 
Income from the sale of goods or services is credited to the Income & Expenditure Account when 
the goods or services are supplied to the external customers against the order received or the 
terms of the contract have been satisfied. 
 
Endowment and investment income is credited to the Income & Expenditure Account on a 
receivable basis.  Income from specific endowments not expended in accordance with the 
restrictions of the endowment is transferred from the Income & Expenditure Account to specific 
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endowments.  Any realised gains or losses from dealing in the related assets are retained within 
the endowment in the Balance Sheet. 
 
Increases in value arising from the revaluation of fixed asset investments are carried as a credit 
to the Revaluation Reserve via the Statement of Total Recognised Gains and Losses; a 
diminution in value is charged to the Income & Expenditure Account as a debit, to the extent that 
it is not covered by a previous revaluation surplus. 
 
 
Increases / decreases in value arising from the revaluation or disposal of endowment assets (i.e. 
the appreciation / depreciation of endowment assets) are added to or subtracted from the funds 
concerned and accounted for through the Balance Sheet by debiting or crediting the endowment 
fund and reported in the Statement of Total Recognised Gains and Losses. 
 

 
4 Agency Arrangements 

 
Funds which the University receives and disburses as paying agent on behalf of a funding body 
or other body, where the University is exposed to minimal risk or enjoys minimal economic 
benefit related to the receipt and subsequent disbursement of the funds, are excluded from 
income and expenditure of the University. 

 
 
5 Leases and Hire Purchase Contracts 

 

Costs in respect of operating leases are charged to the Income & Expenditure Account on a 
straight-line basis over the term of the lease. 
 
Leasing agreements which transfer to the University substantially all the benefits and risks of 
ownership of an asset, are treated as if the asset had been purchased outright.  The assets are 
included in fixed assets and the capital elements of the leasing commitments are shown as 
obligations under finance leases.  The lease rentals are treated as consisting of capital and 
interest elements.  The capital element is applied in order to reduce outstanding obligations and 
the interest element is charged to the Income & Expenditure Account in proportion to the 
reducing capital element outstanding.  Assets held under finance leases are depreciated over the 
shorter of the lease term or the useful economic lives of equivalent owned assets.    

 

 

6 Taxation 

 
The University is an exempt charity within the meaning of the Charities and Trustee 
Investment (Scotland) Act 2005 and as such is a charity within the meaning of section 506 (1) 
of the Income and Corporation Taxes Act (ICTA) 1988. Accordingly, the University is 

potentially exempt from taxation in respect of income or capital gains received within 
categories covered by section 505 of the ICTA 1988 or section 256 of the Taxation of 
Chargeable Gains Act 1992, to the extent that such income or gains are applied to exclusively 
charitable purposes.  The University receives no similar exemption in respect of Value Added 
Tax.  Irrecoverable VAT on inputs is included in the costs of such inputs.  Any irrecoverable 
VAT allocated to tangible fixed assets is included in their cost. 
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7 Foreign Currency Translations 

 
Transactions denominated in foreign currencies are recorded at the rate of exchange ruling at the 
dates of the transactions.  Monetary assets and liabilities denominated in foreign currencies are 
translated into sterling either at year end rates or, where there are related forward foreign 
exchange contracts, at contract rates.  The resulting exchange differences are dealt with in the 
determination of income and expenditure for the financial year. 

 
 
8 Liquid Resources 

 
Liquid resources comprise government securities and short-term deposits with recognised banks 
and building societies. 
 

9 Pension Schemes 

 
The two principal pension schemes operated for the University's staff are the Scottish 
Teachers’ Superannuation Scheme (“STSS”) and the Local Government Pension Scheme 
(“LGPS”).  Academic staff join the STSS, whilst the LGPS provides similar benefits for other 
employees of the University.  Both schemes are defined benefit schemes which are externally 
funded and contracted out of the State Second Pension Scheme. 
 
Contributions to the STSS are charged to the income and expenditure so as to spread the cost 
of pensions over the period during which the University benefits from the employee’s services. 
Variations from regular cost are spread over the expected average remaining working lifetime 
of members of the scheme after making allowances for future withdrawals. The contributions 
are determined by the Trustees on the basis of advice provided by qualified actuaries. 

 
The assets of the LGPS are measured using closing market values. LGPS liabilities are 
measured using the projected unit method and discounted at the current rate of return on a 
high quality corporate bond of equivalent term and currency to the liability. The increase in the 
present value of the liabilities of the scheme expected to arise from employee service in the 
period is charged to the operating surplus. The expected return on the scheme’s assets and 
the increase during the period in the present value of the scheme’s liabilities, arising from the 
passage of time, are included in pension finance costs. Actuarial gains and losses are 
recognised in the statement of total recognised gains and losses. 

 

The actual cost of any enhanced ongoing pension to a former member of staff is paid by the 
University annually. An estimate of the expected future cost of any enhancement to the 
ongoing pension of a former member of staff is charged in full to the University’s income and 
expenditure account in the year that the member of staff retires. In subsequent years a charge 
is made to provisions in the balance sheet based on changes in the annual actuarial valuation 
conducted by the University’s actuaries. 
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10       Accounting for Charitable Donations 

 
Charitable donations are recognised in the accounts when the charitable donation has been 
received or if, before receipt, there is sufficient evidence to provide the necessary certainty that 
the donation will be received and the value of the incoming resources can be measured with 
sufficient reliability. 

 
Where charitable donations are restricted to a particular objective specified by the donor, these 
are accounted for as an endowment. 
 
 

11 Tangible Fixed Assets 

 
a. Land and Buildings 

 

The University’s Land and Buildings are stated at cost.  Buildings are depreciated over their 
expected useful life of 50 years and leasehold land over the life of the lease.  Where land and 
buildings are acquired with the aid of specific grants they are capitalised and depreciated as 
above.  The related grants are credited to a deferred capital grant account and are released to 
the income and expenditure account over the expected useful economic life of the related asset 
on a basis consistent with the depreciation policy.  Buildings under construction are accounted for 
at cost, based on the value of architects’ certificates and other direct costs incurred to 31 July. 
They are not depreciated until they are brought into use.  A review for impairment of a fixed asset 
is carried out if events or changes in circumstances indicate that the carrying amount of the fixed 
asset may not be recoverable. Certain items of infrastructure, including wiring and heating 
installations, are depreciated over their expected useful life of 25 years. 
 
b. Equipment 

 
Equipment, including computers and software, costing less than £10,000 per individual item or 
group of related items, is written off in the year of acquisition.  All other equipment is capitalised at 
cost.  Capitalised equipment is stated at cost and is depreciated over its useful economic life as 
follows: 

 
     Non-Computer Equipment – 10 years 
     Computer Equipment – 3 years 

 Research equipment – Project life – 2 years generally 
 Furniture – 10 years 
 Residences - Furniture and Fittings – 8 years 

 
Where equipment is acquired with the aid of specific grants it is capitalised and depreciated in 
accordance with the above policy.  The related grants are treated as deferred capital grants and 

released to income over the expected useful economic life of the related equipment. 
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12 Investments 

 
Listed investments held as fixed assets or endowment assets are included in the Balance Sheet 
at market value.  Unlisted investments are stated at the lower of cost or net realisable value. 

 
 
13 Stocks 

 
Stocks are valued at the lower of cost or net realisable value.  Where necessary, provision is 
made for obsolete, slow moving and defective stocks.  No account is taken of stocks held in 
academic or service departments. 

  
 
14 Provisions 

 

Provisions are recognised when the University has a present legal or constructive obligation as a 
result of a past event, it is probable that a transfer of economic benefit will be required to settle 
the obligation and a reliable estimate can be made of the amount of the obligation. 
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