Taken from Circular 2003/16 – Annual Reporting Circular

Accounting for Laptops for Teachers' Scheme (TELA4) Leases
For 2003 annual reports the Office of the Auditor General has agreed that laptops leased by schools through the TELA scheme should be treated as operating leases. For schools involved in TELA leases in 2002 this will mean changing the treatment of these leases from finance leases to operating leases. This means that leased laptops will no longer be recorded as school assets, and the only accounting transactions will be the income from the Ministry and Teachers and payments to the leasing company. 
Appendix B provides further details about accounting for TELA leases.
Appendix B
Accounting for Laptops for Teachers' Scheme (TELA) Leases
Schools that previously accounted for TELA leases as finance leases
Schools that have previously accounted for TELA leases as finance leases will be required to remove the laptops from the schools fixed asset register, and then begin accounting for the leases as operating leases.
Journal Entries
PRIVATE
<TBODY>




Debit
Liabilities
  
  

Debit
Accumulated Depreciation
  
  

Credit
Fixed Assets
  
  

Credit/ Debit
Gain/Loss on disposal
  
  

In accordance with Education Circular 2003/16 laptops leased under the TELA scheme are reclassified from finance leases to operating leases. The balances of the asset, accumulated depreciation, and liabilities account are therefore reduced to zero, and the balance is treated as a gain/loss on disposal of the asset.
</TBODY>




Accounting for TELA leases as operating leases
To account for TELA leases as operating leases you must recognise the annual lease payment (paid by the Ministry of Education) as income, along with any contributions from teachers towards the lease cost. Lease payments are treated as an expense. Journal entry:
PRIVATE
<TBODY>




Debit
Laptop Lease Costs (expense)
  
  

Credit
Government Grants 
  
  

Credit
Other Income (teachers contributions)
  
  

To record the value of 12 months of lease payments for laptops leased under the TELA scheme.
</TBODY>




4 The TELA scheme has replaced the STELA (Secondary Teachers Laptops) scheme.
