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You are summoned to the meeting to transact the following business

Jane Eaton
Chief Executive

Agenda

Apologies for absence
2. Minutes 3-10

To approve as correct the minutes of the meeting held on 29 March and 24
May 2023 (Note: If any Member wishes to propose an amendment to the
minutes they should submit this in writing to
committeeservices@horsham.gov.uk at least 24 hours before the meeting.
Where applicable, the audio recording of the meeting will be checked to ensure
the accuracy of the proposed amendment.)

3. Declarations of Members' Interests
To receive any declarations of interest from Members of the Committee

4. Announcements

To receive any announcements from the Chairman of the Committee or the
Chief Executive

5. External Audit - 2021/22 Audit Results Report & Annual Auditors Report 11-50

To receive the Audit Results Report and Annual Auditors report from the
external auditors.
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10.

11.

12.

13.

Statement of Accounts 2021-2022 and Letter of Representation

To receive the Statement of Accounts for 2021/22 and delegate approval to the
Chairman of the Audit Committee, in consultation with the Director of
Resources, and be signed once the audit has been completed, and to receive
and approve the Council’s letter of representation to the External Auditor.

Internal Audit - Annual Report and Opinion 2022/23
To receive a report from the Chief Internal Auditor

Internal Audit review of Revenues and Benefits 2022/23
To receive a report from the Director of Resources

Annual Governance Statement
To receive the Annual Governance Statement for 2022/23

Risk Management - Quarterly Update
To receive a report from the Director of Resources

Treasury Management Activity and Prudential Indicators
To receive a report from the Director of Resources

Subsidiary Housing Company Accounts
To receive a report from the Director of Resources

Urgent Business

Items not on the agenda which the Chairman of the meeting is of the opinion
should be considered as urgent because of the special circumstances

51-110

111 - 136

137 - 140

141 - 162

163 - 174

175 -188

189 - 224



Agenda Item 2

Audit Committee
29 MARCH 2023

Present: Councillors: Stuart Ritchie (Chairman), John Blackall (Vice-Chairman),
Matthew Allen, Martin Boffey and Richard Landeryou

Apologies: Councillors: Paul Clarke and Gordon Lindsay

AAG/35 MINUTES

The minutes of the meeting held on 7 December were approved as a correct
record and signed by the Chairman.

AAG/36 DECLARATIONS OF MEMBERS' INTERESTS

There were no declarations of interest.

AAG/37 ANNOUNCEMENTS

Councillor Stuart Ritchie, Chairman of the Committee, made three
announcements:

¢ Both himself and Councillor John Blackall, Vice Chairman of the Committee,
were standing down as Councillors in May, so this was their last meeting.
He had thoroughly enjoyed the important work undertaken in this role and
hoped whoever chaired this Committee in the future finds it as rewarding.
He advised that until a new Chairman was in place, he would remain
available to the Council if required.

e The issue of acquiring external auditors discussed at the last meeting had
been resolved; HDC had successfully applied to the Department of
Levelling Up, Housing & Communities (DLUHC) to return to the PSAA
arrangements. This brought efficiency gains and he was pleased the
matter had been resolved.

e The Director of Resources had prepared a paper on investment
performance, which had been discussed at the previous meeting.
Councillor Ritchie would consider this and share a summary with
Committee members with a view to them deciding on future actions.

AAG/38 2021/22 ANNUAL AUDIT REPORT

Councillor Ritchie invited the external auditor to introduce the report. Elizabeth
Jackson, Partner at Ernst Young, stated that the report was substantially
complete and summarised the changes that had been made since the draft
report had been considered at the December meeting.
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AAG/39

AAG/40

Audit Committee
29 March 2023

There was a discrepancy of approximately £1m in the valuation by the external
auditor and the Council of certain properties (leisure centres and operational
buildings); this was not an error, but a different judgement on how these
valuations were calculated. This discrepancy would not affect the Council’s
financial position, but would be noted in the report.

She went on to explain why the audit report could not be signed by the external
auditor tomorrow as planned, and why it was necessary to extend the cash-flow
assessment period from the end of March 2024 to June 2024. This delay was
caused by a national issue regarding the triennial pension valuations, and local
authority audits could not be signed until the National Audit Office resolved the
issue.

Once resolved, Ernst Young would be able to sign and then the Council’s
statement of accounts could be adjusted and finalised. The external auditor was
confident that the report could be signed before the District and Parish elections
on 4 May, although this could not be guaranteed at this stage.

STATEMENT OF ACCOUNTS AND LETTER OF REPRESENTATION

Following the discussion on the previous item, the external auditor agreed that it
would not be necessary for the accounts, once finalised, to return to Audit
Committee for approval, given that the details in those accounts had been
scrutinised in depth and the outstanding issue would not have an impact on the
outturn or reporting to 31 March.

RESOLVED
To delegate approval of the Statement of Accounts to the Chairman of the

Audit Committee in consultation with the Director of Resources, to be
signed once the audit had been completed.

FINANCIAL REPORTING AND AUDIT

Councillor Ritchie stated that since 2015/16 the national audit completion rate
had fallen from 97% to 12% in 2021/22. The difficulties that HDC had
experienced when looking for an external auditor reflected this national picture
and the DLUHC’s current inquiry into financial reporting and audit was an
opportunity to share this experience. He suggested that this information should
be shared with the Institute of Chartered Accountants as well if their recent
report called for evidence.

RESOLVED
(i) Torespond, via a letter from the Chairman of the Audit Committee on

behalf of the Audit Committee, to the DLUHC inquiry before Monday
17 April 2023.
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Audit Committee 3
29 March 2023

AAG/41

AAG/42

REASON

(i)  To provide evidence to help DLUHC Committee examine how local
authority financial reporting could be improved to better engage with
taxpayers and other stakeholders.

INTERNAL AUDIT - QUARTERLY UPDATE REPORT

The Chief Internal Auditor provided a progress report of internal audits carried
out during Quarter 3 of 2022/23. Of the five formal audits finalised during the
quarter, one received an opinion of ‘substantial assurance’ and four received an
opinion of ‘reasonable assurance’.

Details of the internal audit highlighted at the meeting included: Contract
Management received ‘reasonable assurance’, which was an excellent outcome
compared to previous years; Emergency Planning and Capitol Cultural
Compliance had both previously received ‘partial insurance’ and had now
improved to ‘reasonable assurance’; and Payroll received ‘substantial
assurance’. The Chief Internal Auditor also confirmed that the RAG score for all
performance indicators was green.

The Committee noted the contents of the report.

INTERNAL AUDIT STRATEGY AND ANNUAL PLAN 2023/24

The Chief Internal Auditor presented the Internal Audit Strategy and Annual
Plan for 2023/24.

The strategy proposed an approach based on focusing audit resources in areas
with the highest risk to the achievement of the Council’s objectives. These
areas had been identified and prioritised based on the Council’s own risk
assessment processes and following consultation with senior officers and
Members.

In order to ensure audit and assurance activity would be focussed on
supporting the delivery of the Council’s priorities, the audit plan had taken into
account the key corporate goals of the Council as set out within the Council’s
Corporate Plan.

RESOLVED

(i)  To approve the Council’s Internal Audit Strategy and Annual Plan
2023/24.

REASON

(i)  To comply with the requirements set out in the Public Sector Internal
Audit Standards 2013 (amended April 2017).
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AAG/43

AAG/44

AAG/45

Audit Committee
29 March 2023

(i)  The Audit Committee is responsible for reviewing the effectiveness of
the Council’s system of internal control.

INTERNAL AUDIT - EXTERNAL ASSESSMENT REPORT

The Chief Internal Auditor advised that an independent external quality
assessment of the Orbis internal audit service had been undertaken by the
Chartered Institute of Internal Auditors in October/November. This showed the
service to be fully compliant with the professional standards.

Councillor Ritchie stated that the report was a reflection of the high quality of

work undertaken by Orbis and asked that his comments and thanks be passed
to relevant officers.

DRAFT ANNUAL GOVERNANCE STATEMENT 2022/23

The Director of Resources reported that the annual review of the Council's
governance, risk management and internal control arrangements had been
undertaken to support the production of the Annual Governance Statement for
2022/23.

The Director of Resources drew attention to the Council’s governance
arrangements, as there had been some minor governance issues, as set out in
Appendix A of the report. These were being addressed in the action plans to
help achieve improvements.

The Action Plan for 2023/24 included some issues that had been actioned in
2022/23, but needed some further work to embed them into the Council’s
culture, namely the use of the modern.gov report-writing system and
management of bullying and harassment. The Director of Resources
highlighted the areas for improvement regarding Procurement, which were
required because of new regulations being introduced later this year.

RESOLVED
(i)  To approve the draft Annual Governance Statement for 2022/2023.
REASON

(i)  As part of good governance, it is important that the Annual
Governance Statement is approved by the Audit Committee.

RISK MANAGEMENT - QUARTERLY UPDATE

The Director of Resources presented the Risk Management Quarterly Update
to the Committee. The report included an update on the Corporate Risk
Register for consideration and provided an update on progress with the
quarterly departmental risk register reviews.
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Audit Committee 5
29 March 2023

AAG/46

It was reported that there were six risks considered to be high, as set out in 3.3
of the report, compared to four in the previous quarter: CRR17 Housing Benefit
Subsidy claim had risen from amber to red; and CRR38 regarding the
recruitment and retention of officers in some key service areas was a new red
risk.

The Director of Resources advised that recruitment to specialist posts had
become more difficult, but measures were being taken to retain and train
existing staff. The success of the graduate trainee scheme was noted, although
it was acknowledged that such schemes took time to bear fruit. He stated that
the use of locums and interim staff was currently high because of these
difficulties, largely caused by the pandemic and cost of living crisis. Councillor
Ritchie suggested that the use of interim and temporary staff could be added to
the risk management report. Councillor Boffey suggested officers also consider
whether the impact from additional burdens from Government should also be
reflected in the risk management report.

A new risk, CRR39, had been added regarding the new requirement for voter ID
to be shown at the upcoming election. It was noted that Covid-19 infection had
been removed from the risk register.

RESOLVED

That the contents of the report be noted.

REASON

As part of good governance, it is important that Members understand the
key risks facing the Council.

2021 - 2022 HOUSING BENEFIT AUDIT

The Director of Resources advised that the audit of the 2021/22 Housing
Benefit subsidy claim had been completed in March and identified that errors
were likely to exceed the lower threshold after which the Council will lose
subsidy, with a likely loss of £65,416.

This was caused by errors identified internally and also in the 2021/22 audit
undertaken by KPMG where significant and complex testing was undertaken.

The Director of Resources stated that the department had been under a
constant and significant pressure over the last three years. This was for a
number of reasons including last minute Government changes to business
rates, caseloads increasing, and distribution of additional Government grants
exceeding £50m, they had been required to process during and after the
pandemic. He also advised that a higher level of temporary staff had added to
the challenge, following experienced staff leaving during the pandemic and the
service was finding it difficult to recruit and retain staff, therefore using
temporary staff as cover, which brought with it a higher risk of a reduction in
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Audit Committee
29 March 2023

quality. In addition, higher levels of quality assurance checking was identifying
more errors.

Members discussed the pressures on the Revs and Bens team and noted the
range of measures being put in place to address the challenges facing the
team. The Director of Resources reminded Councillors that the improving
quality measures might take some time to feed through, such that there was a
high probability that further subsidy might be lost in 2022/23 as well.

RESOLVED

To note (a) the expected loss of subsidy that has been identified in the audit
of the 2021-22 Housing Benefit claim, and, (b) the measures being taken to
improve the process and reduce errors in the future.

REASON

To make the Audit Committee aware of the subsidy loss and the measures
taken to reduce the risk of future subsidy loss.

AAG/47 URGENT BUSINESS

There was no urgent business. Councillor Ritchie closed the meeting by
thanking Committee members, and stating that they had been very well served
by officers with a high degree of professionalism. Members thanked ClIr Ritchie
for his work as Chairman of the Committee.

The meeting closed at 6.40 pm having commenced at 5.30 pm

CHAIRMAN
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Audit Committee
24 MAY 2023

Present: Councillors: Len Ellis-Brown, Tony Hogben, Richard Landeryou,

Dennis Livingstone, Belinda Walters and Mike Wood

Apologies: Councillors: Anthony Frankland

AAG/1

AAG/2

AAG/3

ELECTION OF CHAIRMAN

RESOLVED

That Councillor Mike Wood be elected Chairman of the Committee for the
ensuing Municipal Year.

ELECTION OF VICE CHAIRMAN

RESOLVED

That Councillor Dennis Livingstone be elected Vice-Chairman of the Committee
for the ensuing Municipal Year.

TIMES OF MEETINGS FOR THE MUNICIPAL YEAR

RESOLVED

That meetings of the Committee be held at 5.30pm for the ensuing municipal
year.

The meeting closed at 6.44 pm having commenced at 6.39 pm

CHAIRMAN
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3 July 2023

Horsham District Council
Chart Way

Horsham

RH12 1RL

Dear Audit Committee Members

We are pleased to attach our final Audit Results Report for the forthcoming meeting of the Audit Committee, summarising the status of our
audit and findings to date. We will update the Audit Committee at its meeting scheduled for 12 July 2023 on further progress to that date and
explain the remaining steps to the issue of our final opinion. This report updates the previous version of the report presented to the Audit
Committee on 29 March 2023.

The audit is designed to express an opinion on the 21/22 financial statements and address current statutory and regulatory requirements.
This report contains our findings related to the areas of audit emphasis, our views on Horsham District Council’'s accounting policies and
judgements and material internal control findings. Each year sees further enhancements to the level of audit challenge and the quality of
evidence required to achieve the robust professional scepticism that society expects. We thank the management team for supporting this
process.

This report is intended solely for the information and use of the Audit Committee, other members of the Council and senior management. It is
not intended to be and should not be used by anyone other than these specified parties.

We welcome the opportunity to discuss the contents of this report with you at the Audit Committee meeting on 12 July 2023.

Elizabeth Jackson
Partner

For and on behalf of Ernst & Young LLP
Encl
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Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies”. It is available from the PSAA website (https:

responsibilities/ ).The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities of auditors and audited bodies
begin and end, and what is to be expected of the audited body in certain areas.

The “Terms of Appointment and further guidance (updated July 2021)” issued by the PSAA sets out additional requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit
Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.

This report is made solely to the Audit Committee and management of Horsham District Council in accordance with the statement of responsibilities. Our work has been undertaken so that we might state to the Audit Committee,
and management of Horsham District Council those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do not accept or assume responsibility to anyone
other than the Audit Committee and management of Horsham District Council for this report or for the opinions we have formed. It should not be provided to any third-party without our prior written consent.
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E/, Executive Summary

»

Scope update

In our audit planning report presented at the 29 April 2022 Audit Committee meeting, we provided you with an overview of our audit scope and approach for the
audit of the financial statements. Below we have highlighted the changes to that scope:

Changes in materiality

We updated our planning materiality assessment using the draft results and have also reconsidered our risk assessment. Based on our materiality measure of gross
expenditure on provision of services, we have updated our overall materiality assessment to £1.45m (Audit Planning Report — £1.50m). This results in updated
performance materiality, at 75% of overall materiality, of £1.07m, and an updated threshold for reporting uncorrected misstatements of £71,225.

We also identified areas where misstatement at a lower level than our overall materiality level might influence the reader and developed an audit strategy specific to
these areas, including:

» Remuneration disclosures including any severance payments, exit packages and termination benefits. We audit these fully given their inherent sensitive nature.

» Related party transactions. We consider any related parties in terms of the underlying relationship and potential influence, and not simply the overall values

d{iclosed.

tiatus of the audit

QGur audit of Horsham District Council for the year ended 31 March 2022 is substantially complete at the time of writing this report. We will provide an update on the
status of the audit at the 12 July meeting. Until work is complete, further amendments may arise:

» Final memo from EYRE review concluding their work on sample of investment property valuations;

» Completion of the additional work arising from the updated IAS19 valuation report based on the new triennial valuation as at 315t March 2022 (see details set
out in section 02);

» Final engagement partner review of the file;

» Completion of subsequent events review;

» Review of final version signed Statement of Accounts; and
» Receipt of the signed management representation letter.

Audit differences

In the work completed to date, we have identified two adjusted differences relating to the pension fund asset and the National Non-Domestic Rate creditors. Full
details are available in section 04. We have also identified a small number of disclosure amendments that have been made to the final version of the accounts.

Since our last reporting in March 2023, we have identified two uncorrected misstatements in the accounts that management has declined to amend. The details of
the differences are set out in section 04.



E/, Executive Summary

»

Auditor responsibilities under the new Code of Audit Practice 2020

Under the Code of Audit Practice 2020 we are still required to consider whether the Council has put in place ‘proper arrangements’ to secure economy, efficiency
and effectiveness on its use of resources. The 2020 Code requires the auditor to design their work to provide them with sufficient assurance to enable them to
report to the Council a commentary against specified reporting criteria (see below) on the arrangements the Council has in place to secure value for money through
economic, efficient and effective use of its resources for the relevant period.

The specified reporting criteria are:

* Financial sustainability
How the Council plans and manages its resources to ensure it can continue to deliver its services;

Governance
How the Council ensures that it makes informed decisions and properly manages its risks; and

Improving economy, efficiency and effectiveness:
How the Council uses information about its costs and performance to improve the way it manages and delivers its services.

o
Q

«Q
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=

Status of the audit — Value for Money

We have completed our value for money (VFM) risk assessment and not identified any risk of significant weakness against the three reporting criteria we are
required to consider under the NAO's 2020 Code. We have revisited our assessment as part of our completion of the audit of the financial statements and remain
satisfied that we have not identified a risk of significant weakness. This risk assessment will remain in progress until we are in a position to the sign the audit report

and will report any risks identified to you.

As a result of the work completed for our planned VFM procedures, we have no matters to report by exception in the auditor's report (see Section 03). We plan to
issue the VFM commentary as part of issuing the Auditor's Annual Report within 3 months of issuing the audit report.



E/ Executive Summary

»

Other reporting issues

We have reviewed the information presented in the Annual Governance Statement for consistency with our knowledge of the Council. We have no matters to report as
a result of this work.

We will perform the procedures required by the National Audit Office (NAO) on the Whole of Government Accounts submission following the completion of the
financial statements audit and provide an update to the Committee following completion of this work. We have received the procedures required by the National Audit
Office (NAO) on the Whole of Government Accounts submission for 2021/22 and the Council remains below the reporting threshold.

We have no other matters to report.

Areas of audit focus

Our Audit Planning Report identified key areas of focus for our audit of the Council’s financial statements This report sets out our observations and conclusions,
including our views on areas which might be conservative, and where there is potential risk and exposure. We summarise our consideration of these matters, and any
Adhers identified, in the "Key Audit Issues" section of this report.
(e ask you to review these and any other matters in this report to ensure:
There are no other considerations or matters that could have an impact on these issues
l:l You agree with the resolution of the issue
e There are no other significant issues to be considered.

There are no matters, apart from those reported by management or disclosed in this report, which we believe should be brought to the attention of the Audit
Committee.

Control observations

We have not identified any significant deficiencies in the design or operation of an internal control that might result in a material misstatement in your financial
statements and which is unknown to you.

However, we have identified one deficiency in the Council's ability to obtain information in relation to some of its investment properties to support the valuation. See
Section 07 for further details.

Independence

We have no issues to report.

Please refer to Section 08 for our update on Independence.






Areas of Audit Focus
Significant risk

. What is the risk?
Misstatements due to fraud or

error *

The financial statements as a whole are not free of material misstatements whether caused by fraud or error.

As identified in ISA (UK and Ireland) 240, management is in a unique position to perpetrate fraud because of its
ability to manipulate accounting records directly or indirectly and prepare fraudulent financial statements by
overriding controls that otherwise appear to be operating effectively. We identify and respond to this fraud risk on

every audit engagement.

*’hat judgements are we focused on?

Aspart of our work we focused the key judgemental areas of financial statements, such as
&8 ounting policies, the model applied to the minimum revenue provision and unusual
transactions.

We reviewed accounting estimates for evidence of management bias, and specifically focused on
the following:
e |AS 19 disclosures;

e NDR appeals provision; and
e Valuation of land and buildings in Property, Plant and Equipment and Investment Properties.

What did we do?

We have performed the procedures described in our original audit plan. Please see the following
page for full details.

What are our conclusions?

Our work in relation to this risk is ongoing at the time of writing
this report as the membership data testing for the triennial
valuation to support the revised IAS19 report is in progress at
West Sussex Pension Fund. However, this is unlikely to lead to
any reporting issues for this risk as the testing does not relate
to management bias.

Our audit work found no evidence that management had
attempted to override internal controls.

We have not identified any instances of inappropriate
judgements being applied.

We did not identify any other transactions during our audit which
appeared unusual or outside the Authority’s normal course of
business.

This conclusion is based on detailed testing of accounts entries
susceptible to potential manipulation.



Areas of Audit Focus

Significant risk

-
‘\ Further details on procedures/work performed

We identified the key fraud risks at the planning stage of the audit and considered the effectiveness of management’s controls that are designed to address the risk
of fraud. We updated our understanding of the risks of fraud and the controls put in place to address them and made enquiries of Internal Audit, management and
those charged with governance to support our understanding.

We have:

¢ Inquired of management about risks of fraud and the controls put in place to address those risks.
e Understood the oversight given by those charged with governance of management's processes over fraud.
e Considered of the effectiveness of management'’s controls designed to address the risk of fraud.

Reviewed the appropriateness of journal entries recorded in the general ledger, and other adjustments made in the preparation of the financial statements.
Reviewed, discussed with management and challenged any accounting estimates on revenue or expenditure recognition for evidence of bias, specifically:
e |AS 19 disclosures;
e NDR appeals provision; and
o Valuation of land and buildings in Property, Plant and Equipment and Investment Properties.
We found that the valuation method for each of the above has not changed from prior years.
e Reviewed the transactions in the financial statements for evidence of any significant unusual transactions.

o
Q
Gc%erformed mandatory procedures regardless of specifically identified fraud risks, including:
R
(D)

e In addition to our overall response, we considered where these risks may present themselves and identified a separate fraud risk related to the capitalisation of
revenue expenditure as set out on the next slide.
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Areas of Audit Focus
Significant risk
Risk of fraud in revenue

recogn ition - in ap pl'O priate Under ISA 240 there is a presumed risk that revenue may be misstated due to improper revenue recognition. In the

. . . public sector, this requirement is modified by Practice Note 10 issued by the Financial Reporting Council, which
Capl tallsa thn Of revenue states that auditors should also consider the risk that material misstatements may occur by the manipulation of
expenditure * expenditure recognition.

From our risk assessment, we have assessed that the risk manifests itself solely through the inappropriate
capitalisation of revenue expenditure to improve the financial position of the general fund.

Capitalised revenue expenditure can be funded through borrowing with only minimal Minimum Revenue Provision
charges recorded in the general fund, deferring the expenditure for 30+ years when the borrowing is repaid.

v Vhat did we do? What are our conclusions?

r approach focused on: e are satisfied that capital additions made in the year met the
h f d Wi tisfied that ital additi d th t th
requirements of IAS 16, and had been correctly capitalised.

» For significant additions we examined invoices, capital expenditure authorisations, leases and
other data that support the additions. We reviewed the sample selected against the definition of
capital expenditure in IAS 16

» We extended our testing of items capitalised in the year by lowering our testing threshold. We
will also review a larger random sample of capital additions below our testing threshold

» Journal testing - we used our testing of Journals to identify high risk transactions, such as
items originally recorded as revenue expenditure and subsequently capitalised.

11



Areas of Audit Focus
Significant risk

Valuation of Property,

: o “ The Council holds a significant investment in retail property. The valuation of property is complex and subject to
n CI Udl n g anGStmen t several assumptions and judgements. A small movement in these assumptions can have a material impact on the

property financial statements.

Difficulties in the retails sector have led to many retailers, including well-known names, closing stores, going into
administration, or otherwise looking to reduce their rental costs by renegotiating existing leases.

These difficulties have had a direct impact on the value of the retail units (high street shops, out of town retail

parks and shopping centres) leased to retailers.

o
jab)

()
wWhat did we do? What are our conclusions?

M have:

e Considered the work performed by the Council’'s valuer, this included a review of the
adequacy of the scope of the work performed, their professional capabilities and the results
of their work;

o Sample tested key asset information used by the valuer in performing their valuation (e.g.
floor plans to support valuations based on price per square metre);

e instructed our own Property valuation team (EY Real Estates) to review a sample of
property valuations performed by the Councils Valuer

e Consider the annual cycle of valuations to ensure that assets have been valued within a 5
year rolling programme as required by the Code for PPE.

» Reviewed assets not subject to valuation in 2021/22 to confirm that the remaining asset
base is not materially misstated;

e Considered changes to useful economic lives as a result of the most recent valuation; and
e Tested accounting entries have been correctly processed in the financial statements;

The work of our specialist (EY Real Estates) has been completed
although we are waiting for the final version of their memo. We
have had a number of meetings with the Council’s valuer and
officers to discuss the valuation of two investment properties
selected for testing. We had not been able to obtain sufficient
information initially about the valuation inputs of these assets.

For one of the assets, Swan Walk, the valuation was not updated
for 2021/22 due to the timing of information provided by the
management agent. This valuation has been reassessed by the
Council's valuer and an amendment is needed to the Accounts
before the audit report can be issued.

We are satisfied that the valuation of the assets are materially
fairly stated.



Areas of Audit Focus
Other risk

Pension asset valuation

What is the risk?

The Local Authority Accounting Code of Practice and IAS19 require the Council to make extensive disclosures
within its financial statements regarding its membership of the Local Government Pension Scheme administered by
West Sussex County Council.

The Council's pension fund asset is a material estimated balance and the Code requires that this asset be disclosed
on the Council’s balance sheet. At 31 March 2022 this totalled £31,006k.

The information disclosed is based on the IAS 19 report issued to the Council by the actuary to the County Council.
Accounting for this scheme involves significant estimation and judgement and therefore management engages an
actuary to undertake the calculations on their behalf. ISAs (UK and Ireland) 500 and 540 require us to undertake
procedures on the use of management experts and the assumptions underlying fair value estimates.

What did we do? What are our conclusions?
L.

We have: We identified that the pension asset value at 31 March 2022
used by the actuary in their report was overstated by £280k in
00 Liaised with the auditors of West Sussex Pension Fund to obtain assurances over the the draft accounts. Management agreed to amend the accounts
information supplied to the actuary in relation to West Sussex County Council. for this misstatement.

However, due to the audit being unsigned at the end of March

e Assess the work of the Pension Fund actuary (Hymans Robertson) including the assumptions 2023, the Council obtained an updated IAS19 valuation report
they have used by relying on the work of PWC - Consulting Actuaries commissioned by Public  based on the triennial valuation at 31 March 2022. This reported
Sector Auditor Appointments for all Local Government sector auditors, and considering any an understatement of £830k of the pension asset value.

relevant reviews by the EY actuarial team.

e Review and test the accounting entries and disclosures made within the Council’s financial

statements in relation to IAS19; and

e Reviewed the Council’s calculation of the impact of the ‘McCloud’ and ‘Goodwin’ judgement
noting that the post balance sheet events did not have a material impact on the pension
liability and therefore are not required to be disclosed as post balance sheet event.

As a result of the two misstatements, the net adjustment to
pension asset in the final version accounts was an increase of
£549k. Management has corrected this misstatement.

As at July 2023, our membership data testing at the West
Sussex Pension Fund (WSPF) is still in progress. The revised
IAS19 valuation report includes a material increase in the ‘Other
Experiences’ figure provided by the actuary which forms part of
the overall Pension Asset valuation figure included in the
accounts. The reason for the increase is difficult to quantify and
audit so we are placing reliance on the work at WSPF to obtain
assurance for issuing the audit report.
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Areas of Audit Focus
Other risk
Accounting for Covid

“ Central Government have provided a number of new and different Covid-19 related grants to local authorities

bUSlness gl'ants during the year. There are also funds that have been provided for the Council to disseminate to other bodies.
Whilst there is no change in the CIPFA Code or accounting standard (IFRS 15) in respect of accounting for grant
funding, the emergency nature of some of the grants received and in some cases the lack of clarity on any
associated restrictions and conditions, means that the Council will need to apply a greater degree of assessment
and judgement to determine the appropriate accounting treatment in the 2021/22 statements. The Council needs
to assess whether it is acting as a principal or agent, with the accounting to follow that decision. For those where
the decision is a principal, it also needs to assess whether there are any initial conditions that may also affect the
recognition of the grants as revenue during 2021/22.

o
y have: We are satisfied that officers have appropriately accounted for

and disclosed Covid Business grants received in year.

e Reviewed the Council’'s decision for new grant or funding arrangements whether it is acting
as principal or agent;

* Reviewed whether any initial conditions are attached to grants impacting their recognition;

o Assessed whether the accounting appropriately follows those judgements; and

e Checked the Council has adequately disclosed grant income received in the year, under both
principal and agent arrangements.
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Audit Report
Draft audit report - example only

Note this is an illustrative draft of the audit report

Our opinion on the financial statements

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF HORSHAM DISTRICT
COUNCIL

Opinion

We have audited the financial statements of Horsham District Council for the year
ended 31 March 2022 under the Local Audit and Accountability Act 2014. The
financial statements comprise the:

* Movement in Reserves Statement,

» Comprehensive Income and Expenditure Statement,
* Balance Sheet,

» Cash Flow Statement,

* and the related notes 1 to 32.

» Collection Fund and the related notes 1 to 3

The financial reporting framework that has been applied in their preparation is
applicable law and the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2021/22.

In our opinion the financial statements:

* give a true and fair view of the financial position of Horsham District Council as at

31 March 2022 and of its expenditure and income for the year then ended; and

- have been prepared properly in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2021/22.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK)

(ISAs (UK)) and applicable law. Our responsibilities under those standards are further

described in the Auditor’s responsibilities for the audit of the financial statements
section of our report below. We are independent of the Authority in accordance with
the ethical requirements that are relevant to our audit of the financial statements in
the UK, including the FRC's Ethical Standard and the Comptroller and Auditor
General's (C&AG) AGNO1, and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that Director of Corporate
Resource’s use of the going concern basis of accounting in the preparation of the
financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties
relating to events or conditions that, individually or collectively, may cast significant
doubt on the authority’s ability to continue as a going concern for a period 12 months
from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the Director of Corporate Resource with
respect to going concern are described in the relevant sections of this report. However,
because not all future events or conditions can be predicted, this statement is not a
guarantee as to the authority’s ability to continue as a going concern.

Other information

The other information comprises the information included in the Statement of Accounts
for the Financial Year 2021/22, other than the financial statements and our auditor’s
report thereon. The Director of Corporate Resources is responsible for the other
information.

Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in this report, we do not express any
form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our
knowledge obtained in the course of the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement
in the financial statements themselves. If, based on the work we have performed, we
conclude that there is a material misstatement of the other information, we are required
to report that fact.

We have nothing to report in this regard.



Audit Report
Draft audit report - example only

Our opinion on the financial statements

Matters on which we report by exception
We report to you if:

* in our opinion the annual governance statement is misleading or inconsistent with
other information forthcoming from the audit or our knowledge of the Council;

* we issue areport in the public interest under section 24 of the Local Audit and
Accountability Act 2014;

* we make written recommendations to the audited body under Section 24 of the
Local Audit and Accountability Act 2014;

* we make an application to the court for a declaration that an item of account is
contrary to law under Section 28 of the Local Audit and Accountability Act 2014;

* we issue an advisory notice under Section 29 of the Local Audit and
Accountability Act 2014;

» we make an application for judicial review under Section 31 of the Local Audit and
Accountability Act 2014.

/¢ abed

» we are not satisfied that the Authority has made proper arrangements for
securing economy, efficiency and effectiveness in its use of resources for the
year ended 31 March 2022

We have nothing to report in these respects.

Responsibility of the Director of Corporate Resources

As explained more fully in the Statement of the Director of Corporate Resources
Responsibilities set out on page 9, the Director of Corporate Resources is
responsible for the preparation of the Statement of Accounts, which includes the
financial statements, in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2021/22, and for being satisfied that they give a true and fair view and for
such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement,
whether due to fraud or error

In preparing the financial statements, the Director of Corporate Resources is
responsible for assessing the Authority’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the

going concern basis of accounting unless the Authority either intends to cease
operations, or have no realistic alternative but to do so.

The Authority is responsible for putting in place proper arrangements to secure
economy, efficiency and effectiveness in its use of resources, to ensure proper
stewardship and governance, and to review reqularly the adequacy and effectiveness of
these arrangements.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and
regulations. We design procedures in line with our responsibilities, outlined above, to
detect irreqgularities, including fraud. The risk of not detecting a material misstatement
due to fraud is higher than the risk of not detecting one resulting from error, as fraud
may involve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion.

The extent to which our procedures are capable of detecting irregularities, including
fraud is detailed below. However, the primary responsibility for the prevention and
detection of fraud rests with both those charged with governance of the entity and
management.

We obtained an understanding of the legal and reqgulatory frameworks that are applicable
to the council and determined that the most significant are:

» Local Government Act 1972,

* Local Government Finance Act 1988 (as amended by the Local Government Finance
Act 1992),

e Local Government Act 2003,
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Audit Report
Draft audit report - example only

Our opinion on the financial statements

» The Local Authorities (Capital Finance and Accounting) (England) Regulations
2003 as amended in 2018 and 2020,

* Planning Act 2008 and the Community Infrastructure Levy Regulations 2010 (S
2010/948)

* The Local Audit and Accountability Act 2014, and
» The Accounts and Audit Regulations 2015.

In addition, the Council has to comply with laws and requlations in the areas of anti-
bribery and corruption, data protection, employment Legislation, tax Legislation,
general power of competence, procurement and health & safety.

We understood how Horsham District Council is complying with those frameworks by
understanding the incentive, opportunities and motives for non-compliance,
including inquiring of management, head of internal audit and those charged with
governance and obtaining and reading documentation relating to the procedures in
place to identify, evaluate and comply with laws and regulations, and whether they
are aware of instances of non-compliance. We corroborated this through our reading
of the Council’s committee minutes, through enquiry of employees to confirm
Council policies, and through the inspection of employee handbooks and other
information.

gz abed

Based on this understanding we designed our audit procedures to identify non-
compliance with such laws and regulations. Our procedures had a focus on
compliance with the accounting framework through obtaining sufficient audit
evidence in line with the level of risk identified and with relevant legislation.

We assessed the susceptibility of the Council’s financial statements to material
misstatement, including how fraud might occur by understanding the potential
incentives and pressures for management to manipulate the financial statements,
and performed procedures to understand the areas in which this would most likely
arise.

Based on our risk assessment procedures, we identified inappropriate capitalisation
of revenue expenditure, Risk of fraud in revenue recognition - sales, fees and
charges income grant and management override of controls to be our fraud risks.

To address our fraud risk of inappropriate capitalisation of revenue expenditure we
tested the Council’s capitalised expenditure to ensure the capitalisation criteria were
properly met and the expenditure was genuine.

To address our fraud risk of fraud in revenue recognition - sales, fees and charges
income grant we assessed whether the grant return appropriately followed the guidance,
and whether the values included in the return were supported by relevant and
appropriate evidence .

To address our fraud risk of management override of controls, we tested specific journal
entries identified by applying risk criteria to the entire population of journals. For each
journal selected, we tested specific transactions back to source documentation to
confirm that the journals were authorised and accounted for appropriately.

A further description of our responsibilities for the audit of the financial statements is
located on the Financial Reporting Council’'s website at
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor'’s report.

Scope of the review of arrangements for securing economy, efficiency and effectiveness
in the use of resources

We have undertaken our review in accordance with the Code of Audit Practice 2020,
having regard to the guidance on the specified reporting criteria issued by the
Comptroller and Auditor General in December 2021, as to whether Horsham District
Council had proper arrangements for financial sustainability, governance and improving
economy, efficiency and effectiveness. The Comptroller and Auditor General determined
these criteria as those necessary for us to consider under the Code of Audit Practice in
satisfying ourselves whether Horsham District Council put in place proper arrangements
for securing economy, efficiency and effectiveness in its use of resources for the year
ended 31 March 2022.

We planned our work in accordance with the Code of Audit Practice. Based on our risk
assessment, we undertook such work as we considered necessary to form a view on
whether, in all significant respects, the Horsham District Council had put in place proper
arrangements to secure economy, efficiency and effectiveness in its use of resources.

We are required under Section 20(1Xc) of the Local Audit and Accountability Act 2014
to satisfy ourselves that the Authority has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources.

18



=0
v—
v—
v—

Audit Report

Draft audit report - example only

Our opinion on the financial statements

62 abed

We are not required to consider, nor have we considered, whether all aspects of the
Authority’s arrangements for securing economy, efficiency and effectiveness in its
use of resources are operating effectively.

Delay in certification of completion of the audit

We cannot formally conclude the audit and issue an audit certificate until we have
completed the work necessary to issue our assurance statement in respect of the
Authority’s Whole of Government Accounts consolidation pack. We are satisfied that
this work does not have a material effect on the financial statements or on our value
for money conclusion.

Use of our report

This report is made solely to the members of Horsham District Council, as a body, in
accordance with Part 5 of the Local Audit and Accountability Act 2014 and for no
other purpose, as set out in paragraph 43 of the Statement of Responsibilities of

Auditors and Audited Bodies published by Public Sector Audit Appointments Limited.

To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Authority and the Authority’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

Elizabeth Jackson (Key Audit Partner)
Ernst & Young LLP (Local Auditor)
Luton

Date

19



) \.,Ulfelded .' vil}

e i
0 L women I

Oct Nov Deg

|

|

r =
Jan Feb Mar dpr May Jun Jul hug Sep

|

|

it Differences

04 XXl



+/ Audit Differences

In the normal course of any audit, we identify misstatements between amounts we believe should be recorded in the financial statements and the disclosures and
amounts actually recorded. These differences are classified as “known" or “judgemental”. Known differences represent items that can be accurately quantified and
relate to a definite set of facts or circumstances. Judgemental differences generally involve estimation and relate to facts or circumstances that are uncertain or

open to interpretation.

Summary of adjusted differences

We report to you any misstatements greater than our nominal value of £73,000.

We identified two adjustments that have been made to the accounts:

» The pension asset value at 31 March 2022 used by the actuary in their report was overstated. The effect of this was to decrease the pension asset by £280k.
Following the initial work the Council needed to obtain a revised IAS19 report which identified an understatement of £830k based on the triennial valuation as at
31 March 2022. As a result, the net adjustment to the pension asset is a £549k increase; and

Q) The National Non-Domestic Rates creditor did not reconcile to the Collection Fund. The effect was to understate creditors and overstate the NDR income by

Q
D £105k.

w
R have no other corrected misstatements to report to you at the date of this report. We have identified a small number of disclosure amendments that have been

made to the final version accounts. These include amendments to the following notes: Pensions; Financial Instruments; and Leases. None of the amendments
required need to be individually reported to you.

Summary of unadjusted differences

We have identified two uncorrected misstatements in the accounts that management has declined to amend.

1) Our PPE valuation work identified that there was a difference between the WHE valuations and our recalculations due to the location factor changing from 1.08 in
December 2021 to 1.11 in March 2022. The Council has determined that this doesn’'t lead to a material misstatement in the accounts. The location factor error
impacts on the Council’s assets valued using Depreciated Replacement Cost. We have assessed the potential judgemental error in the accounts and the maximum
misstatement would be £1.055m. This is an estimation technique so we have concluded this as reasonable.

2) An updated property valuation was obtained from WHE for Swan Walk and supplied to our EY Real Estate team, but no adjustment was made for the new valuation
in the financial statements. The difference between the old and new valuations is £98k.

21






' & Value for money

]

The Council’s responsibilities for value for money (VFM)
The Council is required to maintain an effective system of internal control that supports the achievement of its policies, aims and objectives while safeguarding and
securing value for money from the public funds and other resources at its disposal.

As part of the material published with its financial statements, the Council is required to bring together commentary on its governance framework and how this has
operated during the period in a governance statement. In preparing its governance statement, the Council tailors the content to reflect its own individual
circumstances, consistent with the requirements set out in the Cipfa code of practice on local authority accounting. This includes a requirement to provide

commentary on its arrangements for securing value for money from their use of resources.

Risk assessment
Financial

have previously reported to the Committee the outcome of our assessment of the risk of significant

ﬁaknesses in the Council’s VFM arrangements - that we had not identified any risks. We have revisited our risk Sustainability
%sessment and have not identified any new risks for 2021/22.
&ge risk assessment will remain in progress until we are in a position to the sign the audit report and will report
@0y new risks identified to you.
Arrangements for
Securing value for

Status of our VFM work
Improving

We have completed our planned VFM procedures at the date of drafting this report and have no matters to report
Economy,

by exception in the auditor’s report (see Section 03).
Governance Efficiency &
effectiveness

We plan to issue the VFM commentary as part of issuing the Auditor’'s Annual Report within three months of
issuing the audit report. ‘ '
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{Qcé Other reporting issues
Other reporting issues

Consistency of other information published with the financial statements, including the Annual Governance Statement

We must give an opinion on the consistency of the financial and non-financial information in the Statement of Accounts 2021/22 with the audited financial
statements.

We must also review the Annual Governance Statement for completeness of disclosures, consistency with other information from our work, and whether it
complies with relevant guidance.

Financial information in the Narrative Statement in the Statement of Accounts 2021/22 and published with the financial statements was consistent with the
audited financial statements.

We have reviewed the Annual Governance Statement and can confirm it is consistent with other information from our audit of the financial statements and we have
no other matters to report.

. Whole of Government Accounts

)
gongside our work on the financial statements, we also review and report to the National Audit Office on your Whole of Government Accounts return. The extent

our review, and the nature of our report, is specified by the National Audit Office.

We will perform the procedures required by the National Audit Office (NAO) on the Whole of Government Accounts submission following the completion of the
financial statements audit and provide an update to the Committee following completion of this work. We have received the procedures required by the National
Audit Office (NAO) on the Whole of Government Accounts submission for 2021/22 and the Council remains below the reporting threshold.

Other powers and duties

We have a duty under the Local Audit and Accountability Act 2014 to consider whether to report on any matter that comes to our attention in the course of the
audit, either for the Council to consider it or to bring it to the attention of the public (i.e. “a report in the public interest”). We did not identify any issues which
required us to issue a report in the public interest.

We also have a duty to make written recommendations to the Council, copied to the Secretary of State, and take action in accordance with our responsibilities
under the Local Audit and Accountability Act 2014. We did not identify any issues.

Other matters

We have no other matters to report.
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%, Assessment of Control Environment

Financial controls

Under ISA (UK&I) 265 it is mandatory to communicate significant deficiencies in internal control in writing to any audit client.

It is the responsibility of the Council to develop and implement systems of internal financial control and to put in place proper arrangements to monitor their
adequacy and effectiveness in practice. Our responsibility as your auditor is to consider whether the Council has put adequate arrangements in place to satisfy itself
that the systems of internal financial control are both adequate and effective in practice.

As part of our audit of the financial statements, we obtained an understanding of internal control sufficient to plan our audit and determine the nature, timing and
extent of testing performed. As we have adopted a fully substantive approach, we have therefore not tested the operation of controls.

Although our audit was not designed to express an opinion on the effectiveness of internal control we are required to communicate to you significant deficiencies in

internal control.

We have not identified any significant deficiencies in the design or operation of an internal control that might result in a material misstatement in your financial

statements of which you are not aware.

However, we would like to bring an internal control deficiency to your attention:

“U Access to information held by management agents of the Council’s investment properties - the Council needs to ensure that it has access to all information in a
timely manner from the management agents of its investment properties. The difficulty in obtaining information has led to a likely misstatement in the valuation

(D of one of the investment properties as at 31 March 2022. Due to the complexities of valuing this type of asset, the Council should review its access to information

¢ and strengthen arrangements with the management agents to ensure the draft accounts are based on the most up to date information. The valuation of these

=~ assets requires the valuation inputs to be verified to source data and we are not currently able to do this as we have been unable to obtain tenancy agreements
and lettings information. We do however note the Council is a minority stakeholder in this arrangement, holding 15.5% of the investment, which increases the
difficulty of holding the management company accountable for supplying the required information.

27






@Independence

Confirmation and analysis of Audit fees

The FRC Ethical Standard requires that we provide details of all relationships As part of our reporting on our independence, we set out below a summary of
between Ernst & Young (EY) and the Council, and its members and senior the fees you have paid us in the year ended 31 March 2022.

management and its affiliates, including all services provided by us and our Planned fee Scale fee Final Fee
network to the Council, its members and senior management and its affiliates, _ 2021/22 2021/22 2020/21
and other services provided to other known connected parties that we consider

may reasonably be thought to bear on the our integrity or objectivity, including
those that could compromise independence and the related safeguards that are

in place and why they address the threats. Tota.l 'Fee Code work' =t =22l Lo
There are no relationships from 01 April 2021 to the date of this report, which égziilonal B CRURTEE 2]7 TBC - 24,460
, . (1)
we consider may reasonably be thought to bear on our independence and
objectivity. Total audit fee TBC 38,572 63,032
AZat the date of this report, there are no future services which have been Note:
cBhtracted and no written proposal to provide non-audit services has been As detailed in our 2020/21 Auditor's Annual Report we submitted a
mitted. proposed rebasing of the scale fee. PSAA have now determined this fee for
w 2020/21. We will be submitting scale fee rebasing for 2021/22 following the
W®confirm that we have not undertaken non-audit work. conclusion of the audit. We requested an additional fee of £38,200 and

PSAA determined that £24,460 could be invoiced in relation to this.

We will determine an additional fee for the 2021/22 audit once the audit work is
complete and discuss this with management before submitting to PSAA for
approval.

All fees exclude VAT.
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Other communications

Ernst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity,
independence and integrity are maintained.

Details of the key policies and processes in place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the
firm is required to publish by law. The most recent version of this Report is for the year end 30 June 2022:

EY UK Transparency Report 2022 | EY UK

o abed
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=, Appendix A
Required communications with the Audit Committee

There are certain communications that we must provide to the Audit Committees of UK clients. We have detailed these here together with a reference of when
and where they were covered:

Required communications |i What is reported?

Terms of engagement Confirmation by the Audit Committee of acceptance of terms of engagement as written The statement of responsibilities serves as
in the engagement letter signed by both parties. the formal terms of engagement between the
g-? PSAA’s appointed auditors and audited
L% bodies.
&Jr responsibilities Reminder of our responsibilities as set out in the engagement letter. Audit planning report - April 2022
H"anning and audit Communication of the planned scope and timing of the audit, any limitations and the Audit planning report - April 2022
approach significant risks identified.
Significant findings e QOur view about the significant qualitative aspects of accounting practices including Audit planning report - April 2022
from the audit accounting policies, accounting estimates and financial statement disclosures

e Significant difficulties, if any, encountered during the audit

e Significant matters, if any, arising from the audit that were discussed with
management

o Written representations that we are seeking
e Expected modifications to the audit report
e Other matters if any, significant to the oversight of the financial reporting process
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Our Reporting to you

Required communications |i What is reported? 9 When and where
Going concern Events or conditions identified that may cast significant doubt on the entity's ability No conditions or events were identified,
to continue as a going concern, including: either individually or together to raise any

doubt about Horsham District Council’s ability

 Whether the events or conditions constitute a material uncertainty to continue for the 12 months from the date

* Whether the use of the going concern assumption is appropriate in the preparation

: - 3 of our report
and presentation of the financial statements
e The adequacy of related disclosures in the financial statements
Misstatements e Uncorrected misstatements and their effect on our audit opinion Audit results report - December 2022, March
e The effect of uncorrected misstatements related to prior periods 2023 and July 2023
e A request that any uncorrected misstatement be corrected
S-DU e Material misstatements corrected by management
(@)
g?lbsequent events e Enquiry of the audit committee where appropriate regarding whether any subsequent  Audit results report - December 2022, March
5 events have occurred that might affect the financial statements. 2023 and July 2023
Fraud e Enquiries of the Audit Committee to determine whether they have knowledge of any Audit results report - December 2022, March
actual, suspected or alleged fraud affecting the Council 2023 and July 2023

e Any fraud that we have identified or information we have obtained that indicates that a
fraud may exist

e Unless all of those charged with governance are involved in managing the Council, any
identified or suspected fraud involving:

e Management;
e Employees who have significant roles in internal control; or

e Others where the fraud results in a material misstatement in the financial
statements.

e The nature, timing and extent of audit procedures necessary to complete the audit
when fraud involving management is suspected

e Any other matters related to fraud, relevant to Audit Committee responsibility.

33



=, Appendix A

Our Reporting to you

Required communications |i What is reported? 9 When and where
Related parties Significant matters arising during the audit in connection with the Council’s related parties Audit results report - December 2022, March
including, when applicable: 2023 and July 2023

e Non-disclosure by management

e Inappropriate authorisation and approval of transactions

e Disagreement over disclosures

* Non-compliance with laws and regulations

o Difficulty in identifying the party that ultimately controls the Council

Independence Communication of all significant facts and matters that bear on EY’s, and all individuals Audit planning report - April 2022 and

T involved in the audit, objectivity and independence. Audit results report - December 2022, March
8 Communication of key elements of the audit engagement partner’s consideration of 2023 and July 2023

D independence and objectivity such as:

-IE e The principal threats

e Safeguards adopted and their effectiveness
e Anoverall assessment of threats and safeguards

e Information about the general policies and process within the firm to maintain
objectivity and independence

Communications whenever significant judgments are made about threats to objectivity
and independence and the appropriateness of safeguards put in place.

External confirmations e Management's refusal for us to request confirmations We have received all requested confirmations
« [nability to obtain relevant and reliable audit evidence from other procedures.

Consideration of laws e Subject to compliance with applicable regulations, matters involving identified or We have asked management and those
and regulations suspected non-compliance with laws and requlations, other than those which are charged with governance. We have not
clearly inconsequential and the implications thereof. Instances of suspected non- identified any material instances or non-

compliance may also include those that are brought to our attention that are expected compliance with laws and regulations
to occur imminently or for which there is reason to believe that they may occur

e Enquiry of the audit committee into possible instances of non-compliance with laws
and regulations that may have a material effect on the financial statements and that
the audit committee may be aware of
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Required communications

Significant deficiencies in
internal controls
identified during the audit

Consideration of laws
and regulations

o
jabl
Q

D

(gnificant deficiencies in
ioternal controls
identified during the audit

Written representations
we are requesting from
management and/or
those charged with
governance

Material inconsistencies
or misstatements of fact
identified in other
information which
management has refused
to revise

|i What is reported?

Significant deficiencies in internal controls identified during the audit.

Subject to compliance with applicable regulations, matters involving identified or
suspected non-compliance with laws and regulations, other than those which are
clearly inconsequential and the implications thereof. Instances of suspected non-
compliance may also include those that are brought to our attention that are expected
to occur imminently or for which there is reason to believe that they may occur

Enquiry of the audit committee into possible instances of non-compliance with laws
and regulations that may have a material effect on the financial statements and that
the audit committee may be aware of

Significant deficiencies in internal controls identified during the audit.

Written representations we are requesting from management and/or those charged
with governance

Material inconsistencies or misstatements of fact identified in other information which
management has refused to revise

Our Reporting to you

9 When and where

Audit results report - December 2022, March
2023 and July 2023

We have asked management and those
charged with governance. We have not
identified any material instances or non-
compliance with laws and regulations

Audit results report - December 2022, March
2023 and July 2023

Audit results report - December 2022, March
2023 and July 2023

Audit results report - December 2022, March
2023 and July 2023
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Required communications |i What is reported?

Auditors report

Fee Reporting

0

ertification work

o abed

Any circumstances identified that affect the form and content of our auditor’s report

Breakdown of fee information when the audit planning report is agreed
Breakdown of fee information at the completion of the audit
Any non-audit work

Summary of certification work

Our Reporting to you

9 When and where

Audit results report - December 2022, March
2023 and July 2023

Audit planning report - April 2022 and

Audit results report - December 2022, March
2023 and July 2023

Certification Report (if required)
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Management representation letter

Elizabeth Jackson 2. We acknowledge, as members of management of the Council, our
Ernst & Young LLP responsibility for the fair presentation of the financial statements. We
believe the financial statements referred to above give a true and fair view
400 Capability Green of the financial position, financial performance (or results of operations) and
Luton cash flows of the Council in accordance with the CIPFA LASAAC Code of
LU1 3LU Practice on Local Authority Accounting in the United Kingdom 2021/22,
and are free of material misstatements, including omissions. We have
approved the financial statements.
This letter of representations is provided in connection with your audit of the 3. The significant accounting policies adopted in the preparation of the
financial statements of Horsham District Council (“the Council”) for the year financial statements are appropriately described in the financial statements.
D o e et orimed e a2 oo mokeguns 4 45 members ofmanagemnt oftheCounc, webeieve tht he Counci s
8 in enabling you to form an opinion as to whether the finargw'cial statfments a.systgm Ol TEE gontrols adequat.e U EERUE WS IR R R 1 SR
D i A S . o .. financial statements in accordance with the CIPFA LASAAC Code of
give a }‘rue and fair view of the Counr:'ll f'lnanCIal position of'Horsham District Practice on Local Authority Accounting in the United Kingdom 2021/22,
g fhoeunngg jes doifn3a1cgyififa’:15£fv‘l?t;,g : I-i/l\tii\n;:zg ‘(a:r;z:)c()pf?rilct‘ltlirc ee f:))rr' lt_l;ec‘;/lear that are free from material misstatement, whether due to fraud or error. We
Authority Accounting in the United Kingdom 2021/22 have disclosed to you any significant changes in our processes, controls,
policies and procedures that we have made to address the effects of the
We understand that the purpose of your audit of our financial statements is COVID-19 pandemic on our system of internal controls.
19 GRS E opinion the.r B0 GGG (o7 audl.t was conduct.ed in 5.  We believe that the effects of any unadjusted audit differences, summarised
accorqange Ry Internat:orzal Standard§ on Auditing (UK), whichiinvolves an in the accompanying schedule, accumulated by you during the current audit
examination of the qccountlng system, lntern.al control and relat'ed data to and pertaining to the latest period presented are immaterial, both
Zhe .exte:fk yg: c?.r;SIfjered necessafly ': i c:rc;ucrjn:ta;cels, anfj "s’ ?Ot d individually and in the aggregate, to the financial statements taken as a
ssuine o taentity dnc;; ne.cessarll y.t‘e ex;;,ec IZ ° 'SF cthe all fraua, whole. We have not corrected these differences identified by and brought to
shortages, errors and other irregularities, should any exist. the attention from the auditor because [reasons to be specified in signed
Accordingly, we make the following representations, which are true to the letter].
best of our knowledge and belief, having made such inquiries as we B. Non-compliance with law and regulations, including fraud

considered necessary for the purpose of appropriately informing ourselves:
A. Financial Statements and Financial Records

1. We have fulfilled our responsibilities, under the relevant statutory
authorities, for the preparation of the financial statements in accordance
with the Accounts and Audit Regulations 2015 and CIPFA LASAAC Code

We acknowledge that we are responsible to determine that the Council's
activities are conducted in accordance with laws and regulations and that we
are responsible to identify and address any non-compliance with applicable
laws and regulations, including fraud.

. . . . , 2. We acknowledge that we are responsible for the design, implementation and
gz(‘)g;a/;gce € ILEEE AR ACEEITIATE D $1 UTHET (e maintenance of internal controls to prevent and detect fraud.
3. We have disclosed to you the results of our assessment of the risk that the

financial statements may be materially misstated as a result of fraud. 37
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Management representation letter

4. We have no knowledge of any identified or suspected non-compliance 5. We believe that the methods, significant assumptions and the data we used
with laws or requlations, including fraud that may have affected the in making accounting estimates and related disclosures are appropriate and
Council (regardless of the source or form and including without consistently applied to achieve recognition, measurement and disclosure
limitation, any allegations by “whistleblowers"), including non- that is in accordance with CIPFA LASAAC Code of Practice on Local
compliance matters: Authority Accounting in the United Kingdom 2021/22.

C. Information Provided and Completeness of Information and Transactions 6. We have disclosed to you, and the Council has complied with, all aspects of

contractual agreements that could have a material effect on the financial

1. We have provided you with: statements in the event of non-compliance, including all covenants,

» Access to all information of which we are aware that is relevant to the conditions or other requirements of all outstanding debt.

preparation of the financial statements such as records, documentation
and other matters; 7. From the date of our last management representation letter through the

» Additional information that you have requested from us for the purpose of
the audit; and

* Unrestricted access to persons within the entity from whom you
determined it necessary to obtain audit evidence.

2. All material transactions have been recorded in the accounting records
and all material transactions, events and conditions are reflected in the
financial statements, including those related to the COVID-19 pandemic.

3. We have made available to you all minutes of the meetings of the
Council, Cabinet and Audit Committee held through the year to the most
recent meeting on the following date: 7 December 2022.

4. We confirm the completeness of information provided regarding the
identification of related parties. We have disclosed to you the identity of
the Council’s related parties and all related party relationships and

date of this letter we have disclosed to you any unauthorized access to our
information technology systems that either occurred or to the best of our
knowledge is reasonably likely to have occurred based on our investigation,
including of reports submitted to us by third parties (including requlatory
agencies, law enforcement agencies and security consultants), to the
extent that such unauthorized access to our information technology
systems is reasonably likely to have a material impact to the financial
statements, in each case or in the aggregate.

D. Liabilities and Contingencies

1.

All liabilities and contingencies, including those associated with guarantees,
whether written or oral, have been disclosed to you and are appropriately
reflected in the financial statements.

. . . . 2. We have informed you of all outstanding and possible litigation and claims,
transactions of which we are aware, including sales, purchases, loans, whether or not they have been discussed with legal counsel
transfers of assets, liabilities and services, leasing arrangements, )
UETEMIEES, (e RUEEET) CTErOIEans Gl WEREATMENE (25 1o 3. We have recorded and/or disclosed, as appropriate, all liabilities related

consideration for the period ended, as well as related balances due to or
from such parties at the period end. These transactions have been
appropriately accounted for and disclosed in the financial statements.

litigation and claims, both actual and contingent, and have disclosed in Note
31 to the financial statements all guarantees that we have given to third
parties
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E. Going Concern

1. Note 32 to the financial statements discloses all the matters of which we
are aware that are relevant to the Council's ability to continue as a going
concern, including significant conditions and events, our plans for future
action, and the feasibility of those plans

F. Subsequent Events

J. Estimates

1.

We confirm that the significant judgments made in making the valuation of
land and buildings and investment property, in the calculation of the NDR
appeals provision, and in generating the IAS19 pension (“the accounting
estimates”) have taken into account all relevant information and the effects
of the COVID-19 pandemic of which we are aware.

1. There have been no events, including events related to the COVID-19 2. We believe that the selection or app{ication of the methqu, assumptions
pandemic, subsequent to period end which require adjustment of or and data used by us have been consistently and appropriately applied or
disclosure in the financial statements or notes thereto. used in making the accounting estimates.

G. Other information 3. We confirm that the significant assumptions used in making the accounting

U o . estimate appropriately reflect our intent and ability to carry out the specific
8 i, !/Ve ackngwledge our re;ponSIbll{ty for the_preparatlon of_the other courses of action on behalf of the entity.
D information. The other information comprises the Narrative Report. . . . . . .
. . o ) o 4. We confirm that the disclosures made in the financial statements with
g 2. We confirm that the content contained within the other information is respect to the accounting estimate(s), including those describing estimation
consistent with the financial statements. uncertainty and the effects of the COVID-19 pandemic, are complete and

H. other information are reasonable in the context of CIPFA LASAAC Code of Practice on Local

1. We acknowledge our responsibility for the preparation of the other Alutdiornisy Alesaniiatig i e Uit [ 2020 2z
information. The other information comprises of the Narrative 5. We confirm that appropriate specialized skills or expertise has been applied
Statement in making the accounting estimates.

2. We confirm that the content contained within the other information is 6. We confirm that no adjustments are required to the accounting estimates

consistent with the financial statements.
1. Use of the Work of a Specialist

1. We agree with the findings of the specialists that we engaged to evaluate
the valuation of land and buildings and investment property, in the
calculation of the NDR appeals provision, in generating the IAS19
pension and have adequately considered the qualifications of the
specialists in determining the amounts and disclosures included in the
financial statements and the underlying accounting records. We did not
give or cause any instructions to be given to the specialists with respect
to the values or amounts derived in an attempt to bias their work, and
we are not otherwise aware of any matters that have had an effect on
the independence or objectivity of the specialists.

and disclosures in the financial statements, including due to the COVID-19
pandemic.

K. Retirement benefits

1.

On the basis of the process established by us and having made appropriate
enquiries, we are satisfied that the actuarial assumptions underlying the
scheme liabilities are consistent with our knowledge of the business. All
significant retirement benefits and all settlements and curtailments have
been identified and properly accounted for.
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Narrative Statement

INTRODUCTION

Welcome to Horsham District Council’'s Statement of Accounts for 2021/22. The Council’s finances are complex and the Council
is required by law to include a large amount of detail and to present much of this in a prescribed format. Every effort has been
made to make this report as understandable as possible. This Narrative Report to the Statement of Accounts presents an overview
of the Council’s accounts for the financial year 1 April 2021 to 31 March 2022 and aims to help readers understand the most
significant issues reported in the accounts and how they relate to the Council’s overall business. It includes comment on the
financial performance and economy, efficiency and effectiveness in the use of resources over the financial year and in the
context of the Medium-Term Financial Strategy.

BASIS OF PREPARATION

The Accounts are presented on an International Financial Reporting Standards (IFRS) basis having been prepared in
accordance with the Code of Practice on Local Authority Accounting in the United Kingdom 2021/22.

References to material and materiality relates to the significance of transactions, balances and errors. Financial information is
material if its omission or misstatement could influence the users of the accounts.

ORGANISATIONAL OVERVIEW AND EXTERNAL ENVIRONMENT

Horsham District is the second largest local authority district in West Sussex which covers a large area of open countryside,
small towns and villages. There are 32 parishes each with its own parish council. The population is around 147,000 people
with over 45,000 of these living in Horsham and the immediate area. Billingshurst, Southwater, Henfield, Pulborough,
Storrington and Steyning are the other main centres of population with the remaining residents living in the surrounding
parishes.

There is a strong administrative and service sector presence in the district alongside a retail sector with more than 4,000
commercial premise-based businesses, plus a number of small businesses run from residential properties.

In addition to financial pressure from government cuts and the impact of new legislation, the Council has been focusing on
strengthening resilience in its operations and policies including financial and staffing resilience. The Council’s excellent record
of sound financial management puts the Council in a good position to withstand the financial challenges it faces in the future.

GOVERNANCE

The District Council has adopted the Cabinet model of governance with a Leader, Deputy Leader and Cabinet Members. Much
decision making is delegated to Cabinet Members or Committees but major items of policy remain the responsibility of the
Cabinet or the whole Council. The whole Council approves the Council’s expenditure plan and the budget, as part of the
process of setting the Council Tax each year. The Council has 48 elected Councillors.

The 2019-2023 Corporate Plan identifies key priorities that have been grouped and presented under five broad headings which
cover the economic, environmental, social and organisationalresponsibilities.

https://www.horsham.gov.uk/council-democracy-and-elections/finance-and-council-performance/corporate-plan

¢ A great place to live - creating well balanced communities that meet residents’ needs

e A thriving economy - increasing economic growth and create new local jobs

¢ A strong, safe and healthy community - ensuring Horsham District remains one of the best places in Sussex to live
¢ A cared-for environment - prioritising the protection of our environment as we move to a low-carbon future

¢ A modern and flexible Council — making it easy for our residents to access the services that they need

The Council also has a statutory requirement under Regulation 4 of the Accounts and Audit (England) Regulations 2011 to
conduct a review at least once a year of the effectiveness of its system of internal control. An Annual Governance Statement
is prepared to provide assurance that the statement of accounts gives a true and fair view of the Council’s financial position at
the year-end and its financial performance during the year. The Annual Governance Statement is signed and reported alongside
the annual Statement of Accounts. There have not been any significant changes in, or issues around, governance
arrangements in the year. The Audit Committee monitors the action plan of any identified governance improvement areas.

PERFORMANCE DURING 2021/22

The Council monitors financial and non-financial performance indicators on a monthly basis. It measures and publishes its
performance using a set of 32 key performance indicators which cover many of the Council’s key services. The
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performance figures for the 2021/22 year are reported quarterly to Overview and Scrutiny Committee, with the final outturn
reported in June. The Council also reviews delivery of the Corporate Plan objectives at this meeting.

These indicators show performance remained good across a lot of areas, with nearly 89% of indicators at, or close, to target.
Of the three indicators outside the target, the museum had remained closed for refurbishment for the first half of the year,
and the surge in numbers of households in Bed and Breakfast and temporary accommodation had risen as a result of the
eviction ban lifting. The numbers have stabilised, and actions are being taken to reduce the numbers to target levels.

Employees

The number of permanent employees was 368.3 FTE at 31 March 2022 (361.6 at 31 March 2021). There were 6.0 sickness
days per FTE employees (5.1 days at 31 March 2021) and remains below the 7 day target. No trends needing intervention
were identified. The Council publishes equality and diversity data such as the gender pay gap, as well as other HR and Trade
Union reporting data, made available on the website at:
https://www.horsham.gov.uk/communitysupport/community-support/equality -diversity,-human-rights

Local taxpayers

During the year, the Council collected £124.24m in Council Tax on behalf of West Sussex County Council, the Sussex Police
and Crime Commissioner and Horsham District Council and its towns and parishes. Around 91% of this was passed on to the
other authorities. The collection rate for the year was 98.48% of the total amount due which was more than 2020/21 (98.31%).
Collection of the remainder will continue into 2022/23 and the target of 98.8% remains unchanged for future years.

Provisions and write-offs

An allowance has been made for Council Taxpayers’ Bad and Doubtful Debts using an analysis of the recovery position of the
debts outstanding as at 31 March 2022. A total of £2.72m (£2.74m in 2020/21) has been allowed against debts of £4.46m
(£4.02m in 2020/21) outstanding as at 31 March 2022. The Council’s share of the allowance is £310k (£315k in 2020/21).

An allowance has also been made for Business Ratepayers’ Bad and Doubtful Debts using an analysis of the recovery position
of the debts outstanding as at 31 March 2022. A total of £1.01m (£1.37m in 2020/21) has been allowed against debts of
£1.02m (£2.35m in 2020/21) outstanding as at 31 March 2022. The Council’s share of the allowance is £406k (£546k in
2019/20).

In 2021/22 there has been £0.175m of uncollectable amounts written off (£0.260m in 2020/21).

A provision for appeals made against the rateable valuation set by the Valuation Office Agency (VOA) not settled as at 31
March 2022 has been made of £4.04m (£5.01min 2020/21). The Council’'s 40% share is £1.62m (£2.00m in 2019/20), as detailed
in the Provisions note 18. The reduction is a result of several appeals being settled during the year.

BUDGET 2021/22

In 2021/22, the total expenditure incurred by the Council was £66.7m; this is excluding non-cash costs charged to the services
such as depreciation, impairment costs and pension adjustments. Of this, the Council pays around 50% in housing benefit to
many residents in the district on low incomes. This money is repaid by the Government as a subsidy.

Revenue spending is generally on items that are consumed in the financial year and is financed from Council Tax, government
grant, contributions from non-domestic rates and charges for services.

The Council approved a net General Fund Revenue budget for 2021/22 of £13.0m at the formal meeting on 10 February 2021.
To support with the increased cost of further Covid 19 restrictions an additional budget of £1.1m was added to the General
Fund Revenue budget for 2021/22 at a formal meeting on 28 April 2021.

Net expenditure 14,139
Funded by: Council Tax (10,251)

Business Rates baseline
Funding (2,052)
Collection fund deficit 1
One off Government funding (717)
Total funding (13,019)
Deficit 1,120
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CORE STATEMENTS

Comprehensive Income and Expenditure Statement - This statement shows the accounting cost in the year of providing
Services in accordance with the requirements of International Financial Reporting Standards (IFRS) as applied by the Code of
Practice on Local Authority Accounting in 2021/22, rather than the amount to be funded from taxation.

Movement in Reserves Statement — This statement shows the movement from the start of the year to the end on the different
reserves held by the Council, analysed into 'usable reserves' (i.e. those that can be applied to fund expenditure or reduce local
taxation) and other 'unusable reserves'. The Statement shows how the movements in year of the Council's reserves are broken
down between gains and losses incurred in accordance with generally accepted accounting practices and the statutory
adjustments required to return the amounts chargeable to council tax for the year.

Balance Sheet — The Balance Sheet sets out the financial position of the Council as at 31 March 2022 and consolidates the
individual balance sheets of the General Fund and Collection Fund. It shows the value as at the year-end date of the assets
and liabilities recognised by the Council. The net assets of the Council (assets less liabilities) are matched by the reserves held
by the Council.

Cash flow statement — This statement shows the changes in cash and cash equivalents of the Council during the reporting
period. It shows how the Council 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 Council are funded by way of taxation and grant income or from the recipients of services
provided by the Council.

REVENUE OUTTURN FOR 2021/22

The Council monitors its expenditure and income against budget on a monthly basis, regularly reporting to Cabinet and to
Overview and Scrutiny (O&S) Committee on a quarterly basis. The 2021/22 year-end revenue and capital outturn is reported
to O&S Committee in June.

The variance against original budget was reported as a surplus of £2.11m. A budget of £16k has been carried forward to 2022/23
for Economic Development to continue their training and support to local businesses.

After allowing for the budgeted transfers to reserves and other transfers to earmarked reserves, the operational outturn deficit
has increased the in-year deficit on the General Fund to £1.663m as shown below.

£000
Outturn variance reported (2,111)
Budgets brought forward from 2020/21 4
Budgets carried forward to 2021/22 (16)
Services funding from Government (1,201)
S31 Government Grants (2,926)
Collection fund Deficit 7,950
Other adjustments (37)
Surplus on General Fund (after transfers to earmarked reserves) 1,663

The General Fund shows a net deficit of £1.663m on expenditure and income transactions in the year. The Comprehensive
Income and Expenditure Statement shows a surplus for the year of £29.32m, comprising a surplus on the provision of services of
£14.381m and a surplus of £14.939m on the revaluation of non-current and financial assets and on the actuarial value of
pension assets and liabilities.

The Comprehensive Income and Expenditure Statement takes a wider view of financial performance than that shown in the
General Fund and shows the true accounting position for the year. The surplus for the year represents the total amount by
which the Council’s overall net worth has increased over the year as shown in the Balance Sheet.

In addition to the net General Fund deficit of £1.663m and the net revenue surplus on other earmarked reserves, it also
includes the following major items:

i) A charge for the depreciation and revaluation/impairment of assets. The depreciation charge of £2.392m is a charge
for the use of assets that reflects the notional consumption of assets during the year and revaluation decreases of £3.113m
have been recognised on the revaluation of assets.

ii) A charge for revenue expenditure funded from capital under statute (REFCUS). A charge of £3.044m is made for
expenditure which under proper accounting practice meets the definition of revenue expenditure, but which under statute
can be funded from capital resources. It mainly relates to grants made for a capital purpose, such as grants for disabled
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i) A credit for capital grants and contributions. Capital grants and contributions of £7.407m have been credited in
accordance with proper accounting practice. However, these grants are used to fund the Council’s capital programme
and do not fall into the General Fund.

iv) A charge for pensions of £3.279m representing the difference between the accounting cost of pensions of £5.760m
(as estimated by the Pension Fund actuary in accordance with IAS19) and the actual employer contributions of £2.481m
paid to the West Sussex Pension Fund. Further details of the movement in the pension fund liability are shown in note
30.

v) A gain on the disposal of assets of £0.684m. When an asset is disposed of, the difference between the sale proceeds
and the carrying value of the asset must be charged or credited to the Comprehensive Income and Expenditure
Statement.

vi)  Other technical adjustments relating to financing costs, council tax, business rates and officer remuneration.

Local authorities are required by statute to set aside each year some of their revenue to provide for repayment of debt in respect
of capital expenditure financed by borrowing or credit arrangements, known as the Minimum Revenue Provision (MRP). In
2021/22 the amount set aside was £0.92m (2020/21 £0.88m). This is a charge to the General Fund which is not shown inthe
Comprehensive Income and Expenditure Statement.

While the Comprehensive Income and Expenditure Statement shows the true accounting position for the year, it is the General
Fund position, which is the more important for residents of the district. Certain items that are charged under accounting rules,
such as depreciation, impairment, capital grants and actuarially assessed pension charges, are eliminated from the General
Fund, leaving the net costs, which after crediting revenue income and grants are those to be met by the Council Tax payers.

The table below summarises these accounting adjustments:-

£000

Deficit on General Fund 1,663
Transfers (to) / from earmarked reserves (5,114)
Accounting adjustments

Charge for depreciation 2,392
Revaluation of non-current assets (3,113)
Revenue expenditure charged to capital 3,044
Capital grantincome (8,531)
IAS19 pension costs 3,279
(Gain) / loss on disposal of assets (684)
Minimum Revenue Provision (918)
Share of in year deficit on the Collection Fund (5,298)
Other technical adjustments (1,101)
Surplus on provision of services per CIES (14,381)

CAPITAL EXPENDITURE

Capital expenditure relates to the acquisition, creation or enhancement of assets that yield benefits for more than one year
and is financed by grants, contributions, loans and capital receipts generated from the disposal of assets.

Against a final capital plan of £8.3m in 2021/22, the Council’s capital spending for the year was £4.7m across a range of 24
capital schemes with the largest being:

e £1.1m on disabled facilities using Government grant funding to help disabled residents live in their homes
e £0.9m on Housing Enabling grants, to help towards the provision of affordable housing in the district.

e £0.9m on S106 and CIL infrastructure spend by parishes

e £0.7m on the refurbishment and carbon reduction improvements at St Peter’s Hall

The 2021/22 capital programme did not move forward at the expected rate during the year. Spend on vehicle replacement was
curtailed by approximately £0.6m as the Council reviewed the strategy to re-use or replace using alternative fuels such as
electric vehicles. A £0.7m extension at an industrial estate unit was paused due to a third party pausing the development,
other large projects were delayed due to lengthy consultation or contract negotiation processes. Where projects are
continuing, the unspent capital budget has been re-profiled into 2022/23 and later years.

Where not re-profiled, unspent budgets are removed from the capital programme, as the original schemes are
either superseded or no longer needed. The 2022/23 capital programme will be £12m.
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FINANCIAL POSITION AT 31 MARCH 2022

The net worth of the District Council is shown in the Balance Sheet. It has increased by £29.32m from 31 March 2021.

Property, Plant and Equipment value has increased by £6.3m to £114.2m including surplus assets, with additions of £1.4m,
depreciation of £2.4m, overall net upward revaluations of £4.3m. Investment Property value has risen by £1.7m to £59.7m due to
£1.8m in net gains from fair value adjustments, £0.1m additions and £0.2m disposal in year.

The net pension asset increased by £5.7m from a net pension surplus of £31.0m at 31 March 2021 to a net pension surplus
of £36.7m at 31 March 2022. The value of assets decreased less than the decrease in liabilities from changes in the financial
assumptions on salaries, inflation and future liability discounts used by the Actuary. This position is a snapshot of the actuarial
assessment at the Balance Sheet date and does not mean that the pension fund will remain in surplus in the future. Asset
values of the fund can decrease and the liabilities can also significantly increase in the future.

A full triennial valuation of the Fund was undertaken at 31 March 2022 and the employer contribution rates were agreed for
the three years from 1 April 2023. The contribution rate for 2022/23 is 18%. The Council relies on and places assurance on
the professional judgement of the Actuary and the assumptions used to calculate this actuarial valuation. Full details of the
movement in the liability are shown in note 30.

The level of usable capital and revenue Reserves increased by £8.56m to £66.9m during 2021/22. The Council’s level
of General Reserves held at 31 March 2022 stands at £23.3m. Given our intention to become financially independent in
the medium term, our reserves will enable us to invest in transformation as well as mitigate against any financial uncertainty
from the multiple and various risks faced. A policy was developed during 2017 for the New Homes Bonus reserve to
strengthen the Council’s ability to generate income from appropriate investments in order to receive income to support future
service delivery and secure the delivery of infrastructure to serve the needs of the district's residents. Further details on
reserves can be found in note 19.

The Council does not have any borrowing.
FINANCIAL OUTLOOK INCLUDING STRATEGY AND RESOURCE ALLOCATION

The Covid-19 pandemic legacy continued to have an impact on the lives of our residents and businesses during 2021/22. The
Council too remains affected by a reduction of income and higher levels of expenditure compared to pre-pandemic. Whilst a
£2.1m operational surplus was produced in 2021/22, this was in the context of a very cautious budget set in lockdown in
January 2021. Net expenditure was still £1m higher than 2019/20 levels, so there is still some way to go as new habits such
as hybrid working have become semi-permanent. Restructure actions taken at the end of 2020 contributed a saving of
approximately £1.4m per year going forward which have helped.

Operationally, the impact has fallen heavily fallen on Revenues and Benefits, both from increased benefit claims and the
application of the measures announced by The Chancellor to support businesses through grant funding, and rate reliefs and
rate discounts during the pandemic. The Council received close to £10m of grant funding from Government in 2021/22 and
paid out close to £9.9m during the year across ten complex and detailed grant schemes, helping to support many hundreds of
businesses that were forced to close or were severely affected by the restrictions and lockdowns. £7.4m of this was spent as
agent transactions, where the Council paid set amounts to specific businesses for specific periods of time effectively on
behalf of Government. £2.5m was spent as principal transactions, where the Council was given the grant funding and had
discretion on amounts and recipients to support businesses on a case-by-case basis under broader, more localised criteria.

The principal transactions are reported in the CIES and grant disclosure note 10. The additional costs of the extra
administration were broadly met by new burdens grants during 2021/22 as Government recognised the impact on local
authorities, but there is a continuing impact on the Revenues and Benefits and Finance payment teams too.

Income largely met the 2021/22 budget across most services, albeit that the budgets were dampened for the expected
impact of Covid-19 when set in lockdown in February 2021. Parking income remains £0.6m below the pre-pandemic levels,
with lower numbers of annual season tickets being sold as customer habits changed to more flexible working patterns. The
numbers of parking customers has generally recovered but dwell time has lagged. Income may therefore never return to
previous levels. Deferral and write-off of some rents and some re-negotiations of rent levels continues to affect a small
proportion of property investment income. Support for the leisure centres reduced in 2021/22 as numbers of users returned
and the Council anticipates that the leisure contract will return to management fee income in 2022/23.

At 31 March 2022, the Council has £23.3m of general fund reserves and £23.6m of earmarked reserves including £12.6m in
New Homes Bonus. It is expected that £0.107m will be used to top the transformation fund back up to £0.5m, providing
funds to drive transformational changes in the future. The Council will continue to harness the digital opportunities to
better meet customer expectations and needs and also reduce the re-keying of data. Transformation will help protect the
level of general fund reserves with an aim to keep them above the £6m minimum level of general reserves that Members
agreed upon in 2012. The Council is also due to receivPag'e'nﬁ% Homes Bonus during 2022/23 which is not ring-
fenced, nor presently taken into the revenue budget.



The values in the balance sheet at 31 March 2022 are just a snapshot in time and the value of the asset base, investment
assets and pension fund assets continue to fluctuate. The value of pension fund and treasury investments have continued to
hold up. Income from treasury investments suffered from near zero interest rates on short term cash for much of the year, but
were held up by the income from the longer-term pooled funds.

The 2021/22 budget was set in February 2021 to balance with the help of Government Covid-19 related grants. The ongoing
risk though is that the Council will not be able to return to previous levels of income if consumer habits permanently change
and that the rate of inflation continues at close to double-digit levels, but the Government grants fall away as expected. Greater
detailed budget monitoring and forecasting will be key to understanding 2022/23 in more detail, especially as events outside the
Council’s control play out with regards to inflation. The current cost of living crisis is expected to continue in 2022/23 and
beyond,,early identification of issues will help the Council take action to further mitigate overspends and reduce the impact on
cash flows. A £1m earmarked reserve for inflationary pressures has been set aside to mitigate the risk of inflation related
overspends in 2022/23 as well as the Council using existing reserves to support residents.

The Director of Resources regularly reports to the Council on the basis of the latest information available, so that the risks and
opportunities can be considered and evaluated. The Medium-Term Financial Strategy will be regularly revisited during 2022/23
as it was in 2021/22, updating the assumptions. The outcome from forthcoming Government reviews of Business Rates and
Fair Funding together with costs of decarbonisation during the decade and any implementation of food waste, leaves significant
uncertainty for the financial position in the future.

The Council’s cash flow remains healthy. At the current year-end, the Council has £15m of cash and cash equivalents. The
value of treasury investments including those classified as cash and cash equivalents ended the year at £10.5m.

Over the last 12 months, the Council has made some significant decisions that will affect the future use of the Council’s
resources and will impact on the financial position of its Balance Sheet. The following significant capital expenditure has either
been completed in 2021/22 or is planned to complete over the next twelve months:

»  Completion of the Warnham nature reserve discovery hub; £0.5m visitors centre building at the nature and conservation
reserve. The Council was awarded a £0.28m grant by the European Agricultural Fund for Rural Development who
support investment in publicrecreational infrastructure to help fund this.

*+  £1min 2022/23 of a £2.6m extension to an Industrial estate unit, completing in 2023/24.

*  £1min 2022/23 of a £2.5m public realm strategy design and delivery, completing in 2023/24.

*  £0.75m in 2022/23 of a £2.6m community building and nursery at Highwood.

RISKS AND OPPORTUNITIES

The medium-term financial strategy takes a prudent but balanced view of the financial future but continuing to take further
action is also important to also help mitigate the risks that the Council faces over the medium term. These risks are set out in
summary below and include:

significant economic uncertainty from world events, especially on the global supply chain and inflation.

income may be significantly affected by external factors such as recession, or by permanent changes to consumer behaviour
changes to organisation processes or ICT infrastructure that slow the achievement of strategic objectives.

a solution to develop a water neutrality mitigation strategy cannot be found and a Local Plan is not developed.

further or steeper funding cuts / to help government meet their financial targets especially beyond the current settlement period
(2023).
Fair Funding Review outcomes, including any impact on locally generated sales, fees and charges.

legislation forcing local government to pick up additional responsibilities that we don’t yet know about.

The work under the transformational programme has identified several medium-term opportunities that could be developed to
mitigate some of these risks. The Council will also continue to pursue opportunities that deliver savings and / or generate income
whilst retaining a good quality of service delivery.

FURTHER INFORMATION

Interested members of the public have a statutory right to inspect the accounts from 4 July 2022 to 12 August 2022. The
notice was placed on the Horsham District Council website, under the Finance and Performance Service - Statement of
Accounts.

Further information on the contents of this publication can be obtained from the Director of Resources; Dominic Bradley
(Dominic.Bradley@horsham.gov.uk) or the Head of Finance and Performance; Samantha Wilson
(Samantha.Wilson@horsham.gov.uk), at Horsham District Council, Parkside, Chart Way, Horsham, West Sussex RH12 1RL.

It is our intention to be open with the information that We|5°|d anéwggucourage local stakeholder enquiries.



Statement of Responsibility for the Financial Statements

THE AUTHORITY’S RESPONSIBILITIES
The authority is required to:

» Make arrangements for the proper administration of its financial affairs and to ensure that one of its officers has the
responsibility for the administration of those affairs. In this authority, that officer is the Director of Corporate Resources;

» Manage its affairs to secure economic, efficient and effective use of its resources and safeguard its assets;

» Approve the statement ofaccounts.

THE DIRECTOR OF CORPORATE RESOURCES RESPONSIBILITIES

The Director of Corporate Resources is responsible for the preparation of the authority’s statement of accounts in accordance
with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
(the Code).

In preparing this statement of accounts, the Director of Corporate Resources has:

* selected suitable accounting policies and then applied them consistently;

* made judgments and estimates that were reasonable and prudent;

» complied with the Local Authority Code.

The Director of Corporate Resources has also:

+ kept proper accounting records that were up to date;

+ taken reasonable steps for the prevention and detection of fraud and other irregularities.

CERTIFICATION OF THE ACCOUNTS

| hereby certify that the Statement of Accounts 2021/22 present a true and fair view of the financial position of the authority
at the reporting date and its income and expenditure for the year ended 31 March 2022.

Dominic Bradley C.P.F.A.
Director of Resources

APPROVAL OF THE ACCOUNTS

| hereby certify that the Statement of Accounts 2021/22 have been approved by the Council’s Audit Committee under
delegated powers at a meeting held on

Councillor Michael Wood
Chairman of the Audit Committee
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Movement in Reserves Statement

Balance at 1 April 2020

Movement in reserves during
2020/21:

(Surplus) or deficit on provision of
services

Other Comprehensive Expenditure
and Income

Total Comprehensive Expenditure
and Income

Adjustments between accounting
basis & funding basis under
regulations

Increase/Decrease (movement) in
year

Balance at 31 March 2021
carried forward

Movement in reserves during
2021/22:

(Surplus) or deficit on provision of
services

Other Comprehensive Expenditure
and Income

Total Comprehensive Expenditure
and Income

Adjustments between accounting
basis & funding basis under
regulations

Increase/Decrease (movement) in
year

Balance at 31 March 2022
carried forward

General Capital Capital Total Total
Fund Receipts Grants Usable Unusable Authority
Reserves Reserve Unapplied Reserves Reserves Reserves  Note
£000 £000 £000 £000 £000 £000
(25,191) (2,088) (10,646) (37,925) (156,681) (194,605)
7
(13,570) 0 0 (13,570) 0 (13,570)
0 0 0 0 (6,016) (6,016)
(13,570) 0 0 (13,570) (6,016) (19,586)
(4,731) 366 (2,519) (6,884) 6,884 0 711
(18,301) 366 (2,519) (20,454) 868 (19,586)
(43,492) (1,722) (13,165) (58,379) (155,813) (214,191)
(14,381) 0 0 (14,381) 0 (14,381) 7
0 0 0 0 (14,939) (14,939)
(14,381) 0 0 (14,381) (14,939) (29,320)
10,981 89 (5,255) 5,815 (5,815) 0 711
(3,400) 89 (5,255) (8,566) (20,754) (29,320)
(46,892) (1,633) (18,419) (66,944) (176,567) (243,511)
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Comprehensive Income and Expenditure Statement

2020/21
Gross Gross Net
Expenditure Income Expenditure
£000 £000 £000
2,780 (41) 2,739
6,593 (2,090) 4,503
1,339 (16) 1,323
400 (1) 399
4,217 (2,595) 1,622
1,880 (33) 1,847
1,692 (116) 1,576
5,578 (4,750) 828
5,735 (3,508) 2,227
1,970 (273) 1,697
9,796 (4,294) 5,502
26,956 (26,809) 147
68,936 (44,526) 24,410
3,602
(9,559)
(32,023)
(13,570)
789
(6,705)
(100)

Audit, Finance HR & Commissioning
Leisure & Culture

Corporate Management

Customer Services

Housing & Community Services

ICT

Legal and Democratic Services &
Elections

Parking
Planning & Economic Development
Property & Facilities

Refuse, Cleansing & Environmental
Services

Revenues & Benefits

Cost of Services

Other operating expenditure

Financing and investment income and expenditure
Taxation and non-specific grant income

(Surplus) or deficit on provision of services

Items that will not be classified to the (Surplus)
or deficit on the Provision of Services

Surplus or deficit on revaluation of Property, Plant

and Equipment assets

Actuarial (gains)/losses on pensions assets

Surplus or deficit on revaluation of financial assets

(6,016) Other Comprehensive Income and Expenditure

(19,586)  Total Comprehensive Income and Expenditure
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2021/22

Gross Gross Net
Expenditure Income Expenditure
£000 £000 £000
2,761 (44) 2,717
5,296 (2,118) 3,178
1,287 (36) 1,251
327 (2) 325
5,823 (3,674) 2,149
2,178 (128) 2,050
1,827 (96) 1,731
1,100 (4,840) (3,740)
6,614 (3,622) 2,992
2,582 (264) 2,318
11,637 (5,030) 6,606
25,284 (25,320) (36)
66,716 (45,174) 21,542
3,255

(8,010)

(31,168)

(14,381)

(5,958)

(8,981)

0

(14,939)

(29,320)

Note

7
8

9
10

7

30
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31.03.2021
£000

104,161
2,415
283
1,057
531
57,996
8

313
31,006
218

25,162
223,150
13,415

91
5,862

20,981

40,349

19,431

(19,431)
(394)
(2,004)
(335)
(13,837)
(364)
)

(12,122)

— (29,877)
214,191

(43,492)

(1,722)
(13,165)

(34,194)
(31,006)
(98,336)

(484)
(60)
7,874
394
(214,191)

Balance Sheet

NON-CURRENT ASSETS

Property, Plant and Equipment
- Other Land and Buildings
- Vehicles, Plant, Furniture & Equipment
- Assets under construction/Awaiting Development
- Surplus Assets

Heritage Assets

Investment Property

Intangible Assets

Assets Held for Sale

Pension Asset

Long-term Debtors

Long-term Investments

TOTAL LONG-TERM ASSETS
Short - term Investments
Inventories
Short -term Debtors

Cash and Cash Equivalents

CURRENT ASSETS
Short-term Creditors

CURRENT LIABILITIES
Provisions
Provision for Business Rates Appeals
Council tax and NDR appropriations
Long-term liabilities - S106 Contribution
CIL Contribution
Rent Deposits and Other Balances
Capital Grants & Receipts in Advance
LONG-TERM LIABILITIES

NET ASSETS

Usable Reserves

- Reserves

- Capital Receipts Reserve

- Capital Grants & Contributions Unapplied
Unusable Reserves

- Revaluation Reserve

- Pensions Reserve

- Capital Adjustment Account

- Pooled Fund Adjustment Account

- Financial Instrument Revaluation Reserve

- Collection Fund Adjustment Account

- Accumulating Absences Adjustment Account
TOTAL RESERVES

Dominic Bradley C.P.F.A Director of Resources
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31.03.2022
£000

109,809
1,788

5

2,558
531
59,746
0

0
36,708
214

28,651
240,010

40,279
159

5,033

14,945

60,416

(31,640)

(31,640)
(219)

(25,275)
243,511

(46,892)

(1,633)
(18,420)

(36,425)
(36,708)
(104,794)
(1,374)
(60)
2,576
219
(243,511)

Note

12
12
12
12

13

30

14

14

16

15

17

18
18

18

18

19

19
19

20
20,30
20

20



2020/21

£000

(13,570)

(13,730)

5,566

(21,734)

2,835
111,126

183

(552)

(105,517)
(5,500)

2,575

4,465

4,465

(14,693)

6,288

20,981

Cash Flow Statement

Operating activities
(Surplus) or deficit on provision of services

Adjust net surplus or deficit on the provision of
services for non- cash movements

Adjust for items in the net deficit on the provision
of services that are investing or financing activities

Net cash flows from Operating activities

Investing activities

Purchase of property, plant and equipment,
investment property and intangible assets

Purchase of short-term and long-term investments

Other payments for investing activities

Proceeds from the sale of property, plant and
equipment, investment property and intangible
assets

Proceeds from short-term and long-term investments
Other receipts from investing activities

Net cash flows from investing activities

Financing Activities

Other receipts from financing activities

Other payments for financing activities

Net cash flows from financing activities

Net (increase) or decrease in cash and cash equivalents

Cash and cash equivalents at 1 April

Cash and cash equivalents at 31 March
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2021/22 Note

£000

(14381) 7

8,217 21

9,399 21
3,235

1,562

187,408
0

(924)

(157,000)
(9,038)
22,008

(19,206)
0
(19,206)
6,036

20,981 15

14,945 15

15
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Notes to the Core Statements

ACCOUNTING POLICIES
GENERAL PRINCIPLES

The accounts comply with the Code of Practice on Local Authority Accounting (the Code), issued by the Chartered
Institute of Public Finance and Accountancy (CIPFA). Accounting policies and estimation techniques have been
selected and used having regard to the accounting principles and concepts set out in International Financial Reporting
Standards Framework for the Preparation of Financial Statements, specifically:

» The qualitative characteristics of financial information
» Relevance

» Reliability

» Comparability

» Understandability

» Materiality

» Accruals

» Going concern

Where there is specific legislation this will have primacy over any other provision. The accounts have been prepared
under the historical cost convention modified by the revaluation of certain categories of non-current assets.

ACCRUALS OF EXPENDITURE AND INCOME

The revenue accounts of the Council are maintained on an accruals basis in accordance with the Code. Any sums due
to or payable by the Council at the end of each financial year that exceed £5,000 either individually, or as a class of
expenditure are brought into account (irrespective of whether cash has been received or payment has been made). The
exception to the £5,000 limit exists where the expenditure or part of it is to be recharged to a third party. Where a service
is provided for a full year a full year’s costs/income is reflected in the accounts. If any service is only provided for a
proportion of the year a relevant proportion is included. If actual costs are not available accruals are made, in accordance
with officer guidelines, on a best estimate basis.

At the end of each financial year, an estimate is made of doubtful debts - amounts due to the Council but unlikely to
be received. The total value of these amounts is shown as a provision on the Balance Sheet.

Capital expenditure is also accounted for on an accrual basis in accordance with the capital accounting provisions of
the Code.

Council tax income is accounted for on an accrual basis with the Horsham District Council share of income included
within the debtors and creditors balances on the Balance Sheet, with the preceding authorities’ accounting for their
relevant share.

CASH AND CASH EQUIVALENTS

Cash equivalents are short-term, highly liquid investments that are repayable within one month of acquisition.
They are readily convertible to known amounts of cash and are subject to an insignificant risk of changes in
value. Cash equivalents include shares in constant net asset value money market funds.

EXCEPTIONAL ITEMS

When items of income and expense are material, their nature and amount is disclosed separately, either on the
face of the Comprehensive Income and Expenditure Statement or in the notes to the accounts, depending on how
significant the items are to an understanding of the Council’s financial performance.

PRIOR PERIOD ADJUSTMENTS

Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error.
Changes in accounting estimates are accounted for prospectively.

Changes in accounting policies are only made where 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
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Council’s financial position or financial performance. When a change is made, it is applied retrospectively (unless
stated otherwise) by adjusting opening balances and comparative amounts for the prior period as if the new policy had
always been applied.

Material errors discovered in prior periods figures are corrected retrospectively by amending opening balances and
comparative amounts for the prior period.

CHARGES TO REVENUE RELATED TO NON-CURRENT ASSETS

General Fund service revenue accounts have been charged with depreciation, amortisation and where required any
relevant impairment loss. These charges are credited in the Movement in Reserves Statement so that they do not have
an impact on the amounts required to be raised from local taxation.

Amounts required to be set aside from revenue for the reduction of the Council’s overall borrowing requirement to
finance capital expenditure, or as transfers to other earmarked reserves, are disclosed separately in the Movement in
Reserves Statement.

MINIMUM REVENUE PROVISION

The Council is not required to raise council tax to fund depreciation, revaluation and impairment losses or amortisation
of non-current assets. However, it is required to make an annual contribution from revenue towards the reduction in
its overall borrowing requirement equal to either an amount calculated on a prudent basis or as determined by the
Council in accordance with statutory guidance.

Depreciation, revaluation and impairment losses and amortisations are therefore replaced by the contribution in the
General Fund Balance (MRP or loans fund principal), by way of an adjusting transaction with the Capital Adjustment
Account in the Movement in Reserves Statement for the difference between the two.

EMPLOYEE BENEFITS
Officers Emoluments and Senior Officer Remuneration

In line with the Accounts and Audit Regulations 2015, a note disclosing officers' emoluments is required which includes
all amounts paid to or receivable by an employee, including sums due by way of expenses allowances and the
estimated money value of any other benefits received by an employee other than in cash.

There is also a requirement that local authorities include remuneration information of senior employees in the note
accompanying their statement of accounts with previous year comparatives. This information is found in note 25.

Benefits payable during employment are those that are due to be settled within 12 months of the year-end. They
include such benefits as wages and salaries, paid annual leave and sick leave and non-monetary benefits for current
employees and are recognised as an expense for services in the year in which employees render service to the
Council. An accrual is made for the cost of holiday entitlements earned by employees but not taken before the year
end which employees can carry forward into the next financial year. The accrual is charged to the provision of services,
but then reversed out through the Movement in Reserves Statement so that holiday benefits are charged to revenue
in the financial year in which the holiday absence occurs.

Exit Packages and Termination Costs

The Code requires disclosure of the details of exit packages agreed and the costs within bandings for the financial year
with prior year comparatives. Information on termination costs together with prior year comparatives are provided in
notes 26 and 27.

Post- Employment Benefits - Pensions

Horsham District Council employees have the right to membership of the Local Government Pension Scheme,
administered by West Sussex County Council. This scheme is accounted for as a defined benefits scheme. Pension
costs have been accounted for in accordance with IAS19 Retirement Benefits. The basic principle being that the
Council accounts for retirement benefits when it is committed to give them, even if the actual payment is in the future.
The estimated economic current costs are based on valuations provided by the Fund’s actuaries.

Liabilities are measured on an actuarial basis discounted to present value, using the projected unit method. The
discount rate to be used is determined in reference to market yields at balance sheet date of high quality corporate
bonds

The assets of the scheme are included in the Balance Sheet at their fair value:

> Quoted securities - current bid price
» Unquoted securities - professional estimate
» Unitised securities - current bid price
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» Property - market value
Any change in the net pension liability is analysed into six components:

e Current service cost — the increase in liabilities as a result of years of service earned this year are allocated
in the Comprehensive Income and Expenditure Account to the revenue accounts of services for which the
employees worked.

e Past service cost — the increase or decrease in liabilities arising from current year decisions whose effect
relates to years of service earned in earlier years. These are debited/credited to the Cost of Services in the
Comprehensive Income and Expenditure Statement as part of Non Distributed Costs.

¢ Net interest on the net defined benefit liability (asset), i.e. net interest expense for the council — the change
during the period in the net defined benefit liability (asset) that arises from the passage of time charged to the
Financing and Investment Income and Expenditure line of the Comprehensive Income and Expenditure
Statement — this is calculated by applying the discount rate used to measure the defined benefit obligation at
the beginning of the period to the net defined benefit liability (asset) at the beginning of the period — taking into
account any changes in the net defined benefit liability (asset) during the period as a result of contribution and
benefitpayments.

e Re-measurement of the return on plan assets — excluding amounts included in net interest on the net defined
benefit liability (asset) — charged to the Pensions Reserve as Other Comprehensive Income and
Expenditure.

e 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- recognised in Other Comprehensive Income and Expenditure.

e Contributions paid to the West Sussex County Council Pension Fund — cash paid as employer contributions
to the pension fund.

In relation to retirement benefits, statutory provisions require the General Fund balance to be charged with the amount
payable by the Council to the pension fund in the year, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement 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 any amounts payable to the fund but unpaid at the year-end.

Discretionary Benefits

The Council provides post-employment benefits which arise from additional service awarded on a discretionarybasis.
These benefits are unfunded with costs met directly from the Council's revenue account.

West Sussex County Council’s Annual Report on the Pension Fund is available from County Hall, Chichester.
EVENTS AFTER THE BALANCE SHEET DATE

Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur between the end
of the reporting period and the date when the Statement of Accounts is authorised for issue. Two types of events can
be identified:

. those that provide evidence of conditions that existed at the end of the reporting period — the Statement of
Accounts would be adjusted to reflect such events

. Those that are indicative of conditions that arose after the reporting period — the Statement of Accounts
is not adjusted to reflect such events, but where a category of events would have a material effect,
disclosure is made in the notes of the nature of the events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not reflected in the Statement of Accounts.
FINANCIAL INSTRUMENTS
Financial Liabilities

Financial Liabilities and are initially measured at fair value and are carried at their amortised cost. Annual charges to
the Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement
for interest payable are based on the carrying amount of the liability, multiplied by the effective rate of interest for the
instrument. The effective interest rate is the rate that exactly discounts estimated future cash payments over the life of
the instrument to the amount at which it was originally recognised. The amount presented in the Balance Sheet for
borrowings is the outstanding principal repayable (plus accrued interest).

Where premiums and discounts have been charged to the CIES, regulations allow the impact on the General Fund
Balance to be spread over future years. The Council has a policy of spreading the gain or loss over the term that was
remaining on the loan against which the premium was payable or discount receivable when it was repaid.
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The reconciliation of amounts charged to the CIES to the net charge required against the General Fund Balance is
managed by a transfer to or from the Financial Instruments Adjustment Account in the Movement in Reserves
Statement.

Financial Assets

Financial assets are classified based on a classification and measurement approach that reflects the business model
for holding the financial assets and their cashflow characteristics. There are three main classes of financial assets
measured at:

» amortised cost

« fair value through profit or loss (FVPL),and
« fair value through other comprehensive income (FVOCI)

The Council’s business model is to hold investments to collect contractual cash flows. Financial assets are therefore
classified as amortised cost, except for those whose contractual payments are not solely payment of principal and
interest.

Financial Assets Measured at Amortised Cost

Financial assets are initially measured at fair value. They are subsequently measured at their amortised cost. Annual
income appears in the Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement (CIES) and is based on the carrying amount of the asset multiplied by the effective rate of
interest for the instrument.

Any gains and losses that arise on the derecognition of an asset are credited or debited to the Financing and
Investment Income and Expenditure line in the CIES.

Expected Credit Loss Model

The authority recognises expected credit losses on all of its financial assets held at amortised cost, either on a 12-
month or lifetime basis. The expected credit loss model also applies to lease receivables and contract assets. Only
lifetime losses are recognised for trade receivables (debtors) held by the authority.

Impairment losses are calculated to reflect the expectation that the future cash flows might not take place because the
borrower could default on their obligations. Credit risk plays a crucial part in assessing losses. Where risk has increased
significantly since an instrument was initially recognised, losses are assessed on a lifetime basis. Where risk has not
increased significantly or remains low, losses are assessed on the basis of 12-month expected losses.

Financial Assets Measured at Fair Value through Profit of Loss

Financial assets that are measured at FVPL are initially measured and carried at fair value. Fair value gains and losses
are recognised as they arrive in the Surplus or Deficit on the Provision of Services.

The fair value measurements of the financial assets are based on the following techniques:
* instruments with quoted market prices — the market price
« otherinstruments with fixed and determinable payments — discounted cash flow analysis.
The inputs to the measurement techniques are categorised in accordance with the following three levels:

* Level 1 inputs — quoted prices (unadjusted) in active markets for identical assets that the authority can access at
the measurement date.

* Level 2 inputs — inputs other than quoted prices included within Level 1 that are observable for the asset, either
directly orindirectly.

* Level 3 inputs — unobservable inputs for the asset.

Any gains and losses that arise on the derecognition of the asset are credited or debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement. Statutory
arrangements protect the General Fund Balance from this charge and this is therefore reversed out of the General
Fund Balance to a reserve in the Movement in Reserves Statement.

Financial Assets Measured at Fair Value through Other Comprehensive Income

These assets are treated as Financial Assets Measured at Fair Value through Profit of Loss in terms of valuations but
any gains and losses are taken to the Financial Instrument Revaluation Reserve rather than the Surplus or Deficit on
the Provision of Services. Any gains and losses that arise on the derecognition of the asset are credited or debited to
the General Fund through the Movement in Reserves Statement. The relevant assets are the Fundamentum REIT and
the Council’s investment in its Housing Subsidiary which are equ%y(i)nstruments which the Council has elected to treat

in this category. Page
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GRANTS AND CONTRIBUTIONS

Where the Council has not identified itself as an agent, grants have been recognised using the following accounting
policy:

Whether paid on account, by instalments or in arrears, Government grants and third-party Contributions and donations
are recognised as due to the Council when there is reasonable assurance that:

» The Council will comply with the conditions attached to the payments, and
» The grants or contributions will bereceived.

Grants and contributions for capital purposes are recognised as income on receipt as long as there is no condition for
their use that has not been satisfied. Where there is a condition the amount will be held as a receipt in advance until
the condition is satisfied at which point the amount is recognised as income. Where capital grants are recognised as
income they are reversed out of the General Fund in the Movement in Reserves Statement and held as unapplied
reserve until used to finance capital expenditure.

COLLECTION FUND

The Collection Fund Statement is an agent's statement which reflects the statutory obligation in accordance with
section 89 of the Local Government Finance Act 1988 (as amended by the Local Government Finance Act 1992) for
billing authorities to maintain a separate Collection Fund. The Collection Fund shows the transactions of the billing
authority in relation to the collection from taxpayers and the distribution to local authorities and the Government of
council tax and non-domestic rates. There is no requirement for a separate Collection Fund Balance Sheet since the
assets and liabilities arising from collecting non-domestic rates and council tax belong to the bodies (i.e. major
preceptors, the billing authority and the Government).

COUNCIL TAX INCOME

Council tax income included in the Comprehensive Income and Expenditure Statement for the year shall be the
accrued income for that year. Each major preceptor's share of the accrued council tax income is available from the
information required to be produced in order to prepare the Collection Fund Statement.

Since the collection of council tax is in substance an agency arrangement, the cash collected by the billing authority from
council tax debtors belongs proportionately to the billing authority and the major preceptors. There will therefore be a
debtor/creditor position between the billing authority and each major preceptor to be recognised since the net cash
paid to each major preceptor in the year will not be its share of cash collected from Council taxpayers. If the net cash
paid to a major preceptor in the year is more than its proportionate share of net cash collected from council tax
debtors/creditors in the year, there is a debit adjustment. If the cash paid to a major preceptor is less than its
proportionate share of net cash collected in the year from council tax debtors/creditors, the billing authority shall
recognise a credit adjustment for the amount underpaid to the major preceptor in the year.

The Cash Flow Statement of the billing authority shall include within operating activities only its own share of council tax
net cash collected from council tax debtors in the year; and the amount included for precepts paid shall exclude amounts
paid to major preceptors. The difference between the major preceptors' share of the net cash collected from council
tax debtors and net cash paid to major preceptors as precepts and settlement of the previous year's surplus or deficit
on the Collection Fund shall be included within financing activities in the Cash Flow Statement.

NATIONAL NON-DOMESTIC RATES (NNDR)

Following the introduction of business rate localisation in April 2013, local authorities are responsible for collecting and
distributing income from the business rates they collect.

The Council is responsible for any refunds relating to backdated appeals although a significant element of refunds
relate to 2014/15 or prior years and in accordance with CIPFA Guidance (LAAP Bulletin 96) such liabilities are formally
recognised in the accounts.

Safety net arrangements are in place to protect the Council from the impact of any reductions below 5% of its baseline
funding level.

HERITAGE ASSETS

A tangible heritage asset is a tangible asset intended to be preserved in trust for future generations with historical,
artistic, scientific, technological, geophysical or environmental qualities that is held and maintained principally for its
contribution to knowledge and culture.

Operational heritage assets (i.e. those that, in addition to being held for their heritage characteristics, are also used by
the Council for other activities or to provide other services) shall be accounted for as operational assets rather than
heritage assets, and shall be valued in the same way as other assets of that general type.
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Heritage assets shall normally be measured at valuation in accordance with Financial Reporting Standard 102 but the
Standard states that valuations may be made by any method that is appropriate and relevant. Where it is not practicable
to obtain a valuation at a cost which is commensurate with the benefits to users of the financial statements, heritage
assets can be measured at historical cost (less any accumulated depreciation, amortisation and impairment losses).
The museum collections have not been valued as the cost of valuation is not seen as commensurate with benefits to
users; historic cost information is not available for collection. The artworks are valued using historic costs where records
are available while the war memorial, due to its special nature, is valued at its depreciated replacementcost.

Depreciation will be charged where the asset does not have an indefinite life. If there is evidence of impairment the
carrying amount of the asset shall be reviewed. The holdings of the Council currently have indefinite lives and hence
are not charged depreciation.

Where heritage assets are revalued the treatment would be the same as for normal properties using the Revaluation
Reserve where appropriate and reporting impairments if necessary.

The Council does not recognise any intangible heritage assets.
INTANGIBLE ASSETS

Intangible assets such as software and licences give an economic benefit over more than one year. They are initially
recognised at cost and then amortised over their useful lives. The gain or loss on disposal of intangible assets is
recognised in the Comprehensive Income and Expenditure Account. To comply with statute the gain or loss is reversed
out in the Movement in Reserves Statement (MiRS).

INVENTORIES & WORK IN PROGRESS
Stocks are valued at the lower of actual cost or net realisable value.
INVESTMENT PROPERTY

Investment properties are held to earn return rather than to provide services. The Council holds a number of commercial
properties that it categorises as Investment Properties on the basis that the properties are rented to commercial entities
using standard commercial terms of the rental rather than concessionary terms to specific classes of commercial
tenants.

Investment properties are valued initially at cost and then at fair value which is defined as the price that would be
received to sell such an asset in an orderly transaction between market participants at the measurement date. The
valuation is based on highest and best use of any asset and so should take into account the highest price in the most
advantageous market for thatasset.

Investment properties are not depreciated but valued annually. When a value is changed any gain or loss is recognised
in the Financing and Investment Income and Expenditure in the Comprehensive Income and Expenditure Statement
but is reversed out of the General Fund in the Movement in Reserves Statement as required by statutory regulation. Gains
and losses on disposal are treated similarly.

LEASES

Leases are classified as finance or operating leases based on the extent that the risks and rewards associated with a
leased asset lie with the lessor or lessee. If substantially all the risks and rewards of the lease transfer to the lessee it
is a finance lease, otherwise an operating lease. For purpose of classification land and buildings are considered
separately. The Council has no material investment in finance leases as lessee or lessor.

The Council as a Lessee

Operating Leases

Rentals paid are recognised in Comprehensive Income and Expenditure Statement as an expense. Charges should be
made on a straight line basis over life of lease if actual pattern of payments are significantly different from a straight
line basis.

The Council as a Lessor

Operating Leases
Rental income is recognised in Comprehensive Income and Expenditure Statement. Charges should be made on a
straight line basis over life of lease if actual pattern of income diverges significantly from a straight line basis.

OVERHEADS AND SUPPORT SERVICES

Central support services are allocated to revenue and capital accounts. The Council has adopted the general principle
of allocating the costs of central administrative departments based on operational data or where this is not present on the
estimated time spent by officers on the various services. The cost of corporate management is charged to the Corporate
and Democratic Core.
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PROPERTY, PLANT AND EQUIPMENT

Expenditure on the acquisition, creation or enhancement of property, plant and equipment (PPE) is capitalised on an
accrual basis in the accounts. Expenditure on PPE over the de minimis limit of £20,000 is capitalised, provided that the
PPE yields benefits to the Council and the services it provides, for a period of more than one year. This excludes
expenditure on routine repairs and maintenance of PPE assets which is charged direct to service revenue accounts.

Property, plant and equipment are valued on the basis recommended by CIPFA and in accordance with the Statements
of Asset Valuation Principles and Guidance Notes issued by the Royal Institution of Chartered Surveyors (RICS). Assets
are valued on the following basis:

Initially at cost including any costs attributable to bringing the asset into use and subsequently at market value for the
existing use except for assets which are rarely subject to an open market where depreciated replacement cost is used.

Assets under construction and community assets are held at depreciated historic cost.

Surplus assets — the current value measurement base is fair value, estimated at highest and best use from a market
participant’s perspective

Where the value of an asset is to be recovered by sale it is classified as an asset held for sale. It is held at its value before
reclassification or the fair value less costs to sell, whichever is the lower. Any consequential loss is posted to the
Comprehensive Income and Expenditure Statement. Gains in fair value would be recognised up to the amount of any
previously recognised losses.

In order to account properly for valuation changes the Revaluation Reserve was set up with a zero balance at 1 April
2007. Any revaluation upward results in a credit to the reserve. A downward revaluation can be set against the
Revaluation Reserve if there is a balance referring to the devalued asset. As the reserve was set at zero many downwards
revaluation of assets could appear as an impairment in the Comprehensive Income and Expenditure Statement (CIES).
Revaluation of property, plant and equipment is planned at five-yearly intervals, although material changes to asset
valuations will be adjusted in the interim period, as an assessment is made at the end of each year for any indication that
assets may be impaired in addition to cyclical revaluations. Any impairment would be written off against any revaluation
gain for that asset in the Revaluation Reserve or otherwise recognised in the Comprehensive Income and Expenditure
Statement.

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

Income from the disposal of property, plant and equipment is accounted for on an accruals basis and is credited to the
CIES as a part of the gains and losses on disposal. Such income that has not been used to finance capital expenditure
is included in the balance sheet as usable capitalreceipts.

The carrying amount of an asset shall be derecognised on disposal or when no future economic benefits or service
potential is expected and written off to CIES in the gains and losses on disposal.

Where a significant component part of an asset has a different useful life to other parts it will be depreciated separately.
Where a component is replaced or restored the carrying amount of the old component shall be derecognised.

DEPRECIATION

Depreciation is provided for on all property, plant and equipment with a finite useful life (which can be determined at the
time of acquisition or revaluation) according to the following policy:

No assets are depreciated in the year of acquisition, but they are depreciated in the year of disposal. Assets in the course
of construction are not depreciated until the year following the one in which they are first brought into use. In the
exceptional case of part year depreciation being material a charge may be made.

Operational assets are depreciated using a straight line method over the useful life of the asset, taking into account any
residual value.

The expected useful life of assets is not necessarily revised at each revaluation but is reviewed annually. In line with
the value’s judgment we reduce the useful life of most of our assets by one year; the remaining assets’ lives are
reviewed by the value for reasonableness. Investment properties are not depreciated.

PROVISIONS & RESERVES

The Council establishes provisions for specific expenses that are certain to be incurred but the amount of which cannot
yet be determined accurately.

Provisions are charged to the appropriate service revenue account in the year that the council becomes aware of the
obligation, based on the estimate of the likely settlement. When payments are eventually made, they are charged to
the provision set up in the Balance Sheet. Estimated settlements are reviewed at the end of each financial year — where
it becomes more likely than not that a transfer of economic benefits will not now be required or a lower settlement is
made, the provision is reversed and credited back to the relevant service revenue account.

The Council maintains earmarked reserves to meetPlagep?ngng programmes. Reserves are created by
appropriating amounts in the Movement in Reserves Statement. When expenditure to be financed from the reserve is
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incurred, it is charged to the appropriate service revenue account in that year to go against the Cost of Services in the
Comprehensive Income and Expenditure Statement (CIES). The reserve is then appropriated back to the General Fund
Balance so that there is no net charge against council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for property, plant and equipment and retirement
benefits and do not represent usable resources for the council.

CONTINGENT LIABILITIES

IAS 37 Provisions, Contingent Liabilities and Contingent assets requires the Council to disclose contingent liabilities.
These arise from past events and their existence will be confirmed only by the occurrence of one or more uncertain
future events not wholly within the Council’s control that may result in an obligation on the Council.

Material contingent liabilities are not recognised as an item of expenditure within the accounts but are disclosed within
the notes to the accounts unless the possibility of a transfer of economic benefits in settlement is remote.

CONTINGENT ASSETS

IAS 37 Provisions, Contingent Liabilities and Contingent assets requires the Council to disclose contingent assets.
These arise from past events and their existence will be confirmed only by the occurrence of one or more uncertain
future events not wholly within the Council’s control that may result in an asset to the Council.

Contingent assets are not accrued in the accounting statements, in conformity with the concept of prudence.
Material contingent assets are disclosed within the notes to the accounts if the inflow of a receipt or economic
benefit is probable.

REVENUE EXPENDITURE FUNDED FROM CAPITAL UNDER STATUTE

Expenditure incurred during the year that may be capitalised under statutory provisions but does not result in the
creation of property, plant or equipment has been charged as expenditure to the relevant service revenue account in
the year. Where the Council has determined to meet the cost of this expenditure from existing capital resources or by
borrowing, a transfer to the Capital Adjustment Account then reverses out the amounts charged in the Movement in
Reserves Statement so there is no impact on the level of Council Tax.

VALUE ADDED TAX

Income and expenditure excludes any amounts related to VAT, as all VAT collected is payable to HM Revenue and
Customs and all VAT paid is recoverable fromit.

ACCOUNTING STANDARDS THAT HAVE BEEN ISSUED BUT HAVE NOT YET BEENADOPTED

The Code of Practice on Local Council Accounting in the United Kingdom 2021/22 (the Code) requires the Council to
disclose information relating to the impact of an accounting change that will be required by a new standard that has
been issued, but not yet adopted by the Code for the relevant financial year. The standards introduced by the 2022/23
Code and relevant for additional disclosures that will be required in the 2021/22 financial statements in accordance with the
requirements of paragraph 3.3.4.3 of the Code are:

. Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16).

These amendments are minor, and they are not expected to have a material impact on the Statement of Accounts.

IFRS 16 Leases has been issued by IASB. Adoption has been postponed until at least the 2022/23 CIPFA Accounting
Code of Practice and will require Council's that are lessees to recognise the majority of leases on their balance sheets
as right-of- use assets with corresponding lease liabilities.

CRITICAL JUDGEMENTS AND ASSUMPTIONS
Critical Judgements

In applying the accounting policies the Council has made the following critical judgements that have a significant
effect on the statements:

. Future levels of local authority funding and income are uncertain. However based on the current level of reserves
and its medium term planning using prudent assumptions on funding, and based on announcements made by central
government, the Council judges that its assets will not be impaired as a result of a need to close facilities, reduce service
provision or ongoing maintenance in the short term.

. The Council holds asignificant portfolio of investment property and although general economic activity is fragile, the
Council judges that its portfolio in the context of the local economy is robust enough that its overall asset portfolio will not
be impaired as a result of short term decrease in economic activity.

. The Council does not expect the tax gathering mechanisms for Council Tax and Business Rates to
fundamentally alter the Council’s financial stability. The risk within the rates retention scheme is assumed to be the safety
net which has been set by the government at 7.5% of the Council s$e4n-ding baseline which equates to £154k.
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6

Assumptions and Other Sources of Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions made by the Council 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 items in the Council's Balance Sheet at 31 March 2022 for which there
is a significant risk of material adjustments in the forthcoming financial year are as follows:

Pension Liability
Estimation of the 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 ages, mortality rates and expected returns on
pension fund assets. A firm of consulting actuaries is engaged to provide the Council with expert advice about the
assumptions to be applied. However the interaction of these assumptions is complex.

Furthermore, the actuary has also estimated an impact for the implications of the 2014 transitional arrangement protection
which the Court of appeal ruled as unlawful in June 2019. Wider explanation of this issue, more commonly known as
‘McCloud’, is detailed in Note 30.

During 2021/22 the actuaries advised that the pension liability had been affected as follows:

Change in assumptions year ended 31 March 2022

Approximate % Approximate

increase to employer ~ monetary amount

£000

0.1% decrease in Real Discount Rate 2% 3,260
1 year increase in member life expectancy 4% 7,135
0.1% increase in Salary Increase Rate 0% 233
0.1% increase in the Pension Increase Rate 2% 3,003

Provisions
The provision for doubtful debt is based on estimates of default. The estimated default rates used which range from 3%
to 100% may be sensitive to economic circumstances. A 10% increase in default rates increases the provision by £314k.

Property, plant and equipment

The depreciation of buildings is based on estimated useful life and residual value which is based on the present use
and level of maintenance which in turn depends on the continued level of funding. For every year that the remaining
lives of buildings were to decrease the extra depreciation would be £0.033m.

Property valuations

Intrinsic in the valuations of properties are assumptions on property yields, building costs, and planning policy. These may
be affected by wider political and economic environment in the forthcoming financial year.

Business Rates

The Business Rates Retention Scheme became effective from 1 April 2013 and as a result local authorities are liable for
any successful appeals against business rates by businesses in 2012/13 and earlier financial years in their proportional
share. The Council has a total provision of £4.0m as an estimate of potential successful appeals up to 31 March 2022, the
Council’s proportion (40%) reflected in the Balance Sheet is £1.6m. This estimate is calculated using Valuation Office
ratings list of appeals an analysis of successful appeals to date for 2010 list and the percentage built into the multiplier by
MHCLG for the 2017 list.

PRIOR PERIOD ADJUSTMENTS.

There have not been any prior period adjustments made to these accounts.

MATERIAL ITEMS OF INCOME AND EXPENSE

Material items in terms of the Council’s overall net expenditure, which are derived from events or transactions that are
not expected regularly, that fall within the ordinary activities of the Council. They are required to be disclosed separately
by virtue of their size or incidence to give a fair presentation of the accounts. There were no material items of income
or expenditure in 2020/21 or 2021/22 other than disclosed on the face of the Comprehensive Income and Expenditure
Statement.

EVENTS AFTER THE BALANCE SHEETDATE

The Statement of Accounts were authorised for issue by the Director of Resources for Horsham District Council on xx
xxx xxxx. Events taking place after this date are not reflected in the financial statements or notes. Where events taking
place before this date provided information about conditions existing at 31 March 2022, the figures in the financial
statements and note have been adjusted in all materiallmagn t gect the impact of this information. There were
no material post balance sheet events that have required an &néndment or disclosure in the statement of accounts.
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7 EXPENDTURE AND FUNDING ANALYSIS

This note details how the annual expenditure is used and funded from resources in comparison with resources
consumed or earned by the local authority in accordance with generally accepted accounting practices. It also shows

how the expenditure is allocated for decision making purposes between the councils departments.

Net

Expenditure
Chargeable
to the
General
Fund
Balance

1,500

3,652

1,611
371

983
1,727

1,191
(425)

2,045
(2,394)

3,720
798

14,779

(33,081)

(18,302)

(25,189)

(18,302)

(43,491)

2020/21

Adjustments
between
Funding and
Accounting
Basis

(Note 7a)

1,239
851
(288)
28

639
120

385
1,253

182
4,091

1,782
(651)

9,631

(4,899)

4,732

Net Expenditure

in the
Comprehensive
Income and
Expenditure
Statement

2,739

4,503

1,323
399

1,622
1,847

1,576
828

2,227
1,697

5,502
147

24,410

(37,980)

(13,570)

Audit, Finance, HR &
Commissioning

Leisure & Culture
Corporate Management
Customer Services
Housing & Community
Services

ICT

Legal and Democratic
Services & Elections
Parking

Planning & Economic
Development

Property & Facilities
Refuse, Cleansing &
Environmental Services
Revenues & Benefits

Net cost of services

Other income and
expenditure

Surplus or deficit

Opening General Fund
Balance

Less Surplus on General
Fund in Year

Closing General Fund
Balance
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Net
Expenditure
Chargeable to
the General
Fund Balance

1,876
2,120
1,039

280

1,125
1,866

1,594
(2,240)

1,433
(2,164)

3,873
573

11,373

(14,774)

(3,401)

(43,491)

(3,401)

(46,892)

2021/22
Net Expenditure
Adjustments in the
betyveen Comprehensive
Funding ':and Income and
Ac(;)ausr_l:ng Expenditure
! Statement
(Note 7a)
841 2,717
1,058 3,178
212 1,251
45 325
1,025 2,149
184 2,050
137 1,731
(1,500) (3,740)
1,559 2,992
4,482 2,318
2,734 6,607
(609) (36)
10,168 21,542
(21,149) (35,923)
(10,981) (14,381)
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2021/22

Adjustments from General fund to
arrive at Comprehensive Income and
Expenditure Statement amounts

Audit, Finance, HR & Commissioning
Leisure & Culture

Corporate Management

Customer Services

Housing Services

ICT
Legal and Democratic Services &
Elections

Parking
Planning & Economic Development

Property & Facilities
Refuse, Cleansing & Environmental
Services

Revenues & Benefits

Other income and expenditure from the
Funding Analysis

Difference between General Fund
(Surplus) or deficit and
Comprehensive Income and
Expenditure (surplus) or deficit on
the provision of services

2020/21

Adjustments from General fund to
arrive at Comprehensive Income and

Expenditure Statement amounts
Audit, Finance, HR & Commissioning
Leisure & Culture

Corporate Management

Customer Services

Housing Services

ICT

Legal and Democratic Services &
Elections

Parking
Planning & Economic Development
Property & Facilities

Refuse, Cleansing & Environmental
Services

Revenues & Benefits

Other income and expenditure from the
Funding Analysis

Difference between General Fund
(Surplus) or deficit and
Comprehensive Income and
Expenditure (surplus) or deficit on
the provision of services

7a ADJUSTMENTS BETWEEN FUNDING AND ACCOUNTING BASIS

Net change
Adjustments  for the
for Capital Pensions
Purposes Adjustments
0 218
717 284
0 214
0 45
1,138 450
8 189
0 197
(1,319) 139
948 877
(917) 96
1,724 1,164
0 0
(10,111) (594)
(7,811) 3,279
Net change
Adjustments for the
for Capital Pensions
Purposes Adjustments
(4) 323
1,760 132
0 84
0 28
499 151
13 63
0 67
3,199 52
102 300
(2,346) 34
1,507 381
0 0
(6,310) (580)
(1,580) 1,034
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Covid-19
Support

(2,473)
(146)

o

(272

o o o

o

(257)

3,129

Covid-19
Support

o

(1,998
(191

O — =

o

2,951

Other
Differences

3,096
204

(6,449)

Other
Differences
920
(279)
(372)
0
(11)
43

318
0

(29)
6,403

(106)
(651)

(958)

5,278

Total
Adjustments

841
1,058
212
45

1,025
184

137
(1,500)

1,559
4,482

2,734

(609)
(21,149)

(10,981)

Total
Adjustments
1,239
851
(288)
28
639
120

385
1,253
182
4,091

1,782
(651)

(4,899)

4,732
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8 OTHER OPERATING EXPENDITURE

2020/21 2021/22
£000 £000
Parish council precepts 3,865 3,939
(Gains)/losses on the disposal of non-current assets (263) (684)
Total 3,602 3,255
9 FINANCING AND INVESTMENT INCOME AND EXPENDITURE
2020/21 2021/22
£000 £000
Net interest income on LGPS Pension (582) (594)
Interest receivable and similar income (867) (1,.217)
Income and expenditure in relation to investment properties and
c1:gr):1nges in their fair value (as detailed innote (5,771) (5,309)
Changes in fair value of investments (2,339) 890
Total (9,559) 8,010
10 TAXATION AND GRANT INCOME
2020/21 2021/22
£000 £000
Benefits Grants (24,400) (23,138)
Other Government Grants (4,946) (3,345)
Other Grants (1,677) (503)
Grants credited to Services (31,023) (26,986)
Council Tax (13,687) (14,185)
Non Domestic Rates income & expenditure 6,825 977
Lower Tier Funding 0 (1,201)
New Homes Bonus (4,831) (3,083)
Section 31 Grant — Business Rates Reliefs (10,677) (7,279)
Covid-19 Support Grants (1,753) (571)
Discretionary Covid-19 Grants (2,779) 1,756
Capital grants and contributions (5,121) (8,531)
Credited to Taxation and Non Specific Grant Income (32,023) (32,117)

During the year, the Council received £1.81m in discretionary Covid-19 grants. In 2021/22 £3.53m was paid to local
businesses, this was paid using the in-year receipts and ear marked reserve that was created in 2020/21.
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11 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
council in the year in accordance with proper accounting practice to the resources that are specified by statutory provisions
as being available to the council to meet future capital and revenue expenditure.

Usable
2021/22 Reserves
7]
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£000 £000 £000 £000
Adjustments primarily involving the Capital Adjustment Account:
Reversal of items debited or credited to the Comprehensive Incomeand
Expenditure Statement:
Charges for depreciation of non-current assets (2,392) 2,392
Revaluation movement in Property, Plant and Equipment
(1,269)
1,269
Movements in the market value of Investment Properties 1,844 (1,844)
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
(570) 570
Revenue expenditure funded from capital under statute
(3,044) 3,044
Insertion of items not debited or credited to the Comprehensivelncome
and Expenditure Statement:
Statutory provision for the financing of capital investment 918 (918)
Capital expenditure financed from revenue balances 86 (86)

Adjustments primarily involving the Capital Grants UnappliedAccount:

Capital Grants and contributions unapplied credited to the Comprehensive
Income and Expenditure Statement 8,531 (5,255) (3,276)

Adjustments primarily involving the Capital Receipts Reserve:

Transfer of cash sale proceeds credited as part of the gain/loss on
disposal to the Comprehensive Income and Expenditure Statement 1,254 (1,254)

Use of the Capital Receipts Reserve to finance new capital expenditure 1,343 (1,343)

Adjustments primarily involving the Financial Instruments
Adjustment Account:

Gain/loss on revaluation of Financial Instruments Adjustment Account 890 (890)
Adjustments primarily involving the Pensions Reserve:
Reversal of items relating to retirement benefits debited or credited to the

Comprehensive Income and Expenditure Statement (5,760) 5,760
Employers pension contributions and direct payments to pensioners

payable in the year 2,481 (2,481)
Adjustments primarily involving the Collection Fund Adjustment

Account:

Amount by which council tax income credited to the Comprehensive Income and
Expenditure Statement is different from council tax income calculated for the 5,298 (5,298)
year in accordance with statutory requirements

Adjustments primarily involving the Accumulated Absences Account:

Amount by which officer remuneration charged to the Comprehensive Income
and Expenditure Statement on an accruals basis is different from remuneration 175 (175)
chargeable in accordance with statutory requirements

Total Adjustments 10,980 89 (5,255) (5,815)
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2020/21

Adjustments primarily involving the Capital Adjustment Account:
Reversal of items debited or credited to the Comprehensive Income
and Expenditure Statement:

Charges for depreciation of non-current assets
Revaluation movement in Property, Plant and Equipment

Movements in the market value of Investment Properties

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

Revenue expenditure funded from capital under statute

Insertion of items not debited or credited to the Comprehensive
Income and Expenditure Statement:

Statutory provision for the financing of capital investment
Capital expenditure financed from revenue balances

Adjustments primarily involving the Capital Grants Unapplied
Account:

Capital Grants and contributions unapplied credited to the Comprehensive
Income and Expenditure Statement
Adjustments primarily involving the Capital Receipts Reserve:

Transfer of cash sale proceeds credited as part of the gain/loss on
disposal to the Comprehensive Income and Expenditure Statement

Use of the Capital Receipts Reserve to finance new capital expenditure

Adjustments primarily involving the Financial Instruments
Adjustment Account:

Gain/loss on revaluation of Financial Instruments Adjustment Account
Adjustments primarily involving the Pensions Reserve:

Reversal of items relating to retirement benefits debited or credited to the
Comprehensive Income and Expenditure Statement

Employers pension contributions and direct payments to pensioners
payable in the year

Adjustments primarily involving the Collection Fund Adjustment
Account:

Amount by which council tax income credited to the Comprehensive
Income and Expenditure Statement is different from council tax income
calculated for the year in accordance with statutory requirements

Adjustments primarily involving the Accumulated Absences Account:

Amount by which officer remuneration charged to the Comprehensive
Income and Expenditure Statement on an accruals basis is different from
remuneration chargeable in the year in accordance with statutory
requirements

Total Adjustments
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(2,703) 2,703
(1,996) 1,996
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(490) 490
(2,520) 2,520
880 (880)
173 31 (204)
5,121 (2,550) (2,571)

753 (753)

1,119 (1,119)
2,339 (2,339)
(3,850) 3,850
2,816 (2,816)
(7,086) 7,086
(235) 235
(4,731) 366 (2,519) 6,884
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12 PROPERTY, PLANT & EQUIPMENT

Equipment

Equipment

o 3 5
Movements in 2021/22 o 3 g B s .
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Cost or Valuation £000 £000 £000 £000 £000
At 1 April 2021 104,762 8,688 283 1,057 114,790
Additions 1,158 273 1,431
Reclassifications 54 (278) 224 0
Revaluation increase/(decrease)
recognised inRevaluation Reserve 4,650 1,277 5,827
Revaluation increase/(decrease)
recognised in Surplus /Deficit on the 1,269 1,269
Provision of Services
De-recognition — disposal
Other movements in cost or valuation (1,537) (1,537)
Other movement (39) (39)
At 31 March 2022 110,317 8,961 5 2,558 121,841
Accumulated Depreciation and Impairment
At 1 April 2021 (601) (6,273) 0 0 (6,874)
Depreciation charge (1,483) (900) (2,383)
Written out to the Revaluation Reserve 1,308 1,308
Written out to the Surplus/Deficit on the
Provision of services 229 229
Other movement 39 39
At 31 March 2022 (508) (7,173) 0 0 (7,681)
Net Book Value
At 31 March 2022 109,809 1,788 5 2,558 114,160
At 31 March 2021 104,161 2,415 283 1,057 107,916
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Cost or Valuation £000 £000 £000 £000 £000
At 1 April 2020 109,635 8,506 5 0 118,146
Additions 901 187 278 5 1,371
Reclassifications (137) 137 0
Revaluation increase/(decrease 924
recognised in the Revaluation Reserve (1,865) (1,865)
Revaluation decrease recognised in
Surplus /Deficit on the Provision of (1,990) (1,995)
Services Q)
De-recognition — disposal (15) (15)
Other movements in cost or valuation (1,767) 9) (1,776)
At 31 March 2021 104,762 8,688 283 1,057 114,790
Accumulated Depreciation and Impairment
At 1 April 2020 (821) (5,137) (5,958)
Depreciation charge (1,556) (1,136) (2,692)
Written out to the Revaluation Reserve 840 840
Written out to the Surplus/Deficit on the 927 927
Provision of Services
Other movements 9 9
At 31 March 2021 (601) (6,273) (6,874)
Net Book Value
At 31 March 2021 102,Page 8] 2415 283 1,057 107,916

At 31 March 2020 108,814 3,369 5 (] 112,188




Other Plant, Property and Equipment assets - Surplus Assets
Four assets valued at £2.558m (31 March 2021 Three assets £1.057m).

The lives of operational properties are individually assessed by the valuing officer. Vehicles have a 5-7 year life, ICT
equipment have a life of 3-5 years.

Assets Held for Sale
None held - (31 March 2021 one asset £0.313m).

Capital Commitments
At 31 March 2022, the Council was committed to the following significant capital works contracts (£0.04m in 2021):

Capital scheme £000
Horsham Skate Park 250
Rural car park — Storrington Mill

Lane 189
Total 439

Effects of Changes in Estimates
Revaluations

The Council carries out a rolling programme that ensures that all property, plant and equipment required to be measured
at fair value is revalued at least every five years. Valuations are carried out externally. Valuations of land and buildings
are carried out in accordance with the methodologies and bases for estimation set out in the professional standards of
the Royal Institution of Chartered Surveyors.

Vehicles,

Plant,

Furniture

Other Land & &
Buildings Equipment Total
£000 £000 £000
Carried at historical cost 1,788 1,788

Valued at fair value as at

31 March 2022 86,558 86,558
31 March 2021 4,664 4,664
31 March 2019 12,724 12,724
31 March 2018 5,863 5,863
109.809 1,788 111,597

13 INVESTMENT PROPERTIES

The following items of income and expense have been accounted for in the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement:

2020/21 2021/22

£000 £000
Income from investment property (4,054) (4,039)
Direct operating expenses arising from investment property 350 570
Net (gains)/losses from fair value adjustments (2,067) (1,840)
Net (gain)/loss (5,771) (5,309)

There are no restrictions to the Council’s ability to realise the value inherent in its investment property or on the Council’s
right to the remittance of income and the proceeds of the disposal. In estimating the fair value of the Council’s investment
properties, the highest and best use of the properties is deemed to be their current use. All the Council’s investment
property portfolio has been assessed as Level 2 for valuation purposes (see note 1 for explanation of fair value levels).

The following table summarises the movement in the fair value of the investment properties over the year:

2020/21 2021/22

£000 £000

Balance at start of year 54,466 57,996
Additions 1,463 131
Net gains/(losses) from fair value adjustments 2,067 1,844
Disposals 0 (225)
Balance at end of the year 57,996 59,746
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14 FINANCIAL INSTRUMENTS

A financial instrument is a contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity. Non-exchange transactions, such as those relating to taxes and government grants do
not give rise to financial instruments. Financial instruments are recognised in the Balance Sheet when the authority

becomes a party to the contractual provisions of the instrument.

Financial assets

Financial assets are classified into one of three categories dependent on both:
the reason the authority is holding the asset (e.g. to collect the contractual cash flows until maturity and / or tosell

before maturity); and

the nature of the asset’s contractual cash flows (e.g. just principal and interest or something more complicated).

Reason for holding the asset

Nature of the contractual cash flows

Classification category

Holding assets in order to collect
contractual cashflows

Solely payments of principal and
interest

Amortised Cost

Holding assets in order to collect
contractual cashflows as well as
selling the assets

Solely payments of principal and
interest

Fair value through other
comprehensive income

Holding assets that do not fall into
either of the above categories

Not solely payments of principal and
interest

Fair value through profit and loss

Amortised cost category covers bank accounts, fixed term deposits, loans to local authorities, loans for service
purposes, lease receivable and trade receivables.

Fair value through other comprehensive income comprises equity investments of £2m in the listed Fundamentum REIT
and £0.23m in the equity of the Council’s subsidiary Horsham District Homes. Both these investments are subject to
an irrevocable election to present changes in the fair value of investments in equity instruments through other
comprehensive income rather than through profit and loss. This is dependent on these investments being held for
strategic rather than trading purposes.

Fair value through profit and loss comprises money market funds, mostly held for cash flow reasons and pooled
bond, equity and property funds held for the longer term.

All financial assets are initially measured at fair value and recognised on the balance sheet. How the financial assets
are subsequently measured, and how unrealised gains or losses are shown in the accounts is dependent on what
category the asset has been classified as.

Classification category Subsequent measurement basis | Presentation of unrealised gains and losses

Amortised cost Amortised cost A disclosure note

Fair Value through Other Fair Value The ‘Other comprehensive income’

Comprehensive Income (FVOCI) section of the Comprehensive Income
& Expenditure Statement (CIES)

Fair Value through Profit & Loss Fair Value The ‘Financing and investment income

(FVPL) & expenditure’ section of the CIES.

A financial asset is derecognised from the Balance Sheet when the contractual rights to the cash flows expire, or
the financial asset is transferred.

Interest or dividends are credited to the Financing and Investment Income and Expenditure line in the CIES. Dividends
are credited when they become receivable by the authority. Interest income is credited based on the amortised cost of
the asset multiplied by its effective interest rate.

Financial assets held at amortised cost are shown net of a loss allowance (where material) reflecting the
statistical likelihood that the borrower or debtor will be unable to meet their contractual commitments to the Council.

Financial Liabilities

A financial liability is an obligation to transfer economic benefits controlled by the Council and can be represented by
a contractual obligation to deliver cash or financial assets or an obligation to exchange financial assets and liabilities
with another entity that is potentially unfavourable to the Council.
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The Council’s financial liabilities held during the year are measured at amortised cost and comprise trade payables
for goodsand services received.

Financial Instruments - Balances

The financial liabilities disclosed in the Balance Sheet are analysed across the following categories:

Long Term Short Term

Financial Liabilities 31.03.2021 31.03.2022  31.03.2021  31.03.2022

£000 £000 £000 £000
Loans at amortised cost:
- PWLB borrowing 0 0 0 0
Total Borrowing 0 0 0 0
Liabilities at amortised cost:
- Trade payables 0 0 (17,940) (10,708)
Included in Creditors * 0 0 (17,940) (10,708)
Total Financial Liabilities 0 0 (17,940) (10,708)

* The various liabilities lines on the Balance Sheet include £18.0m (2021: £9.7m) short-term creditors that do not
meet the definition of a financial liability as they relate to non-exchange transactions.

The financial assets disclosed in the Balance Sheet are analysed across the following categories:

Long Term Short Term
Financial Assets 31.03.2021 31.03.2022  31.03.2021 31.03.2022
£000 £000 £000 £000
At amortised cost:
- Principal incl accruals 0 2,500 4,001 27,010
At fair value through profit & loss:
- Fair value 22,977 23,865 9,413 13,269
Fair value through other comp. income
- Fair value 2,186 2286
Total Investments 25,162 28,651 13,414 40,278
At amortised cost:
- Principal incl accruals 0 0 2,982 4,446
At fair value through profit & loss:
- Fair value 0 0 17,999 10,499
Total Cash and Cash Equivalents 0 0 20,981 14,945
At amortised cost:
- Receivables 3,993 3,821
- Loans made for service purposes 214 214
- Loss allowance (6) (6) (394) (384)
Included in Debtors ** 208 208 3,599 3,437
Total Financial Assets 25,370 28,859 37,995 58,660

* The debtors lines on the Balance Sheet include £3.3m (2021: £3.5m) short-term debtors that do not meet the
definition of a financial asset as they relate to non-exchange transactions.
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Financial Instruments - Gains and Losses
The gains and losses recognised in the Comprehensive Income and Expenditure Statement in relation to financial
instruments consist of the following:

Financial Assets

Amortised Fair Fair Value 2021/22 2020/21
Cost Value through
through Profit & Total Total
OClI Loss
£000 £000 £000 £000 £000
Interest expense 0 0
Impairment Loss 0 0
Changes in fair value 0
Interest payable and similar charges 0 0 0 0 0
Interest income (30) (30) (28)
Dividend income (46) (865) (@11) (831)
Gains from changes in fair value (890) (890) (2,339)
Impairment loss reversals (1) (1) (23)
Interest and investment income (41) (46) (1,755) (1.842) (3,220)
Net impact on surplus/deficit on (41) (46) (1,755) (1,842) (3,220)
provision of services
Gains on revaluation 0 (100)
Losses on revaluation 0 0
Impact on other comprehensive 0 0 0 0 (100)
income
Net (Gain)/Loss for Year (41) (46) (1,755) (1,842) (3,320)

Financial Instruments - Fair Values

Financial instruments, except those classified at amortised cost, are carried in the Balance Sheet at fair value. For
mostassets, including shares in money market funds and other pooled funds, the fair value is taken from the market
price

Financial instruments classified at amortised cost are carried in the Balance Sheet at amortised cost. Their fair
valueshave been estimated by calculating the net present value of the remaining contractual cash flows at 31 March
2022, using the following methods and assumptions:

The fair values of other long-term loans and investments have been discounted at the market rates for similar
instruments with similar remaining terms to maturity on 31 March.

No early repayment or impairment is recognised for any financialinstrument.

The fair value of short-term instruments, including trade payables and receivables, is assumed to approximate to the
carrying amount given the low and stable interest rate environment.

Fair values are shown below, split by their level in the fair value hierarchy:

Level 1 — fair value is only derived from quoted prices in active markets for identical assets or liabilities, e.g. bond
prices

Level 2 — fair value is calculated from inputs other than quoted prices that are observable for the asset or liability,
e.g.interest rates or yields for similar instruments

Level 3 — fair value is determined using unobservable inputs, e.g. non-market data such as cash flow forecasts or
estimated creditworthiness

Financial Liabilities

The fair value of short-term financial liabilities held at amortised cost, including short term borrowing and trade
payables, is assumed to approximate to the carrying amount. The valuations are deemed as level 2 in the fair value
hierarchy.

Financial assets
For financial assets the balance sheet figure is equivalerFJa ir851e. In the fair value hierarchy the levels for the

instruments which are subject to a valuation technique (this excludes short term trade payables and receivables) are
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shown below. The fair value of short-term financial assets held at amortised cost, including trade receivables, is
assumed to approximate to the carrying amount.

Category IFRS9 Fair value level 31.03.2021 31.03.2022
Bond & Equity funds  FVPL 1 18,081 18,281
Property Fund FVPL 1 4,750 5,584
REIT FVOCI 2 2,060 2,060
Money market funds  FVPL 1 27,413 23,769

The Council holds £0.23m equity in its Housing subsidiary with the value of the price paid for equity as the amountis
not material. Should the value become material a recognised valuation process would be followed.

(E) Financial Instruments - Risks
The Council complies with CIPFA’s Code of Practice on Treasury Management and Prudential Code for Capital
Finance in Local Authorities.

In line with the Treasury Management Code, the Council approves a Treasury Management Strategy before the
commencement of each financial year. The Strategy sets out the parameters for the management of risks associated
with financial instruments. The Council also produces Treasury Management Practices specifying the practical
arrangements to be followed to manage these risks.

The Treasury Management Strategy includes an Investment Strategy in compliance with the DLUHC Guidance on
Local Government Investments. This Guidance emphasises that priority is to be given to security and liquidity, rather
than yield. The Council’s Treasury Management Strategy and its Treasury Management Practices seek to achieve a
suitable balance between risk and return or cost.

The main risks covered are:

Credit Risk: The possibility that the counterparty to a financial asset will fail to meet its contractual obligations,
causing a loss to the Council.

Liquidity Risk: The possibility that the Council might not have the cash available to make contracted payments on
time.

Market Risk: The possibility that an unplanned financial loss will materialise because of changes in marketvariables
such as interest rates or equity prices.

Credit Risk: Treasury Investments

The Council manages credit risk by ensuring that treasury investments are only placed with organisations of high credit
quality as set out in the Treasury Management Strategy. These include commercial entities with a minimum long-term
credit rating of A-, the UK government, other local authorities, and organisations without credit ratings upon which the
Council has received independent investment advice. Recognising that credit ratings are imperfect predictors of
default, the Council has regard to other measures including credit default swap and equity prices whenselecting
commercial entities for investment.

A limit of £6m is placed on the amount of money that can be invested with a single counterparty (other than the UK
government). For unsecured investments in banks, building societies and companies, a smaller limit of £2.5m. The
Council also sets limits on investments in certain sectors. No more than £12m in total can be invested for a period
longer than one year.

The table below summarises the credit risk exposures of the Council’s treasury investment portfolio by credit rating.

Credit Rating 31.03.21 31.03.21 31.03.22 31.03.22
Long-term Short Term Long-term Short Term

£000 £000 £000 £000

AA- 0 0 0 18,000
A 0 3,590 0 4,106
Unrated local authorities 0 4,000 2,500 9,000
Total 0 7,590 2,500 31,106

Loss allowances on treasury investments would be calculated by reference to historic default data published by credit
rating agencies, adjusted for any extraordinary economic conditions. There is no material loss allowance applicable to
treasury investments.

Credit Risk: Trade and Lease Receivables

The Council has both trade and lease receivables. The Council’s credit risk on lease receivables is to some extent
mitigated by its legal ownership of the assets leased, which can be repossessed if the debtor defaults on the lease
contract.
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The following analysis summarises the Council’s trade and lease receivables, by due date. Only those receivables
meeting the definition of a financial asset are included.

31.03.2021 31.03.2022

Receivables Receivables
£000 £000
Neither past due nor impaired 1,530 2,943
Past due < 3 months 310 565
Past due 3-6 months 396 107
Past due 6-12 months 320 245
Past due 12+ months 357 533
TOTAL RECEIVABLES 2,913 4,393

Loss allowances on trade receivables, which includes property lease income, have been calculated by reference to
the Council’s historic experience of default with reference to debtor type and past due status.

Receivables are written off to the Surplus or Deficit on the Provision of Services when they are deemed effectively
irrecoverable, but steps are still taken to collect sums owing when the Council has reasonable evidence that the
affected counterparty’s financial position has changed.

Credit Risk: Loans, Financial Guarantees and Loan Commitments

In furtherance of the Council’s service objectives, it has lent money to Henfield Leisure centre.

The amounts recognised on the balance sheet, and the Council’s total exposure to credit risk from these instruments
are:

Balance Risk Balance Risk
Borrower Exposure Sheet exposure Sheet exposure
type 31.03.2021 31.03.2021 31.03.2022 31.03.2022
£000 £000 £000 £000
Henfield Loans at
leisure market
centre rates 208 208 208 208

The Council manages the credit risk inherent in its loans for service purposes, in line with its published Investment
Strategy.

Loss allowances on loans for service purposes have been assessed with reference to expected failures of comparable
organisations. They are determined to have suffered a significant increase in credit risk where there is significant
increased risk that the business model of the organisation may not be able to sustain interest payments and they are
determined to be credit-impaired where there itis deemed probable the organisation’s business model is not sustainable.
Loans are written off to the Surplus or Deficit on the Provision of Services when they are deemed irrecoverable, but steps
are still taken to collect sums owing when it is judged that the borrower still has the potential to repay. Although the
Council has granted an extension to the Henfield Leisure Centre loan repayment it judges that this is a short term issue
caused by the pandemic which does not materially affect the long term business model.

Liquidity Risk

The Council has ready access to borrowing at favourable rates from the Public Works Loan Board and other local
authorities, and at higher rates from banks and building societies. There is no perceived risk that the Council will be
unable to raise finance to meet its commitments

Market Risks: Interest Rate Risk

The Council is exposed to risk in terms of its exposure to interest rate movements on its borrowings and investments.
Movements in interest rates have a complex impact on the authority. For instance, a rise in interest rates would have
the following effects:

investments at variable rates — the interest income will rise

investments at fixed rates — the fair value of the assets will fall.

Investments measured at amortised cost and loans borrowed are not carried at fair value, so changes in their fair value
will have no impact on the Comprehensive Income and Expenditure Statement. However, changes in interest payable
and receivable on variable rate borrowings and investments will be posted to the Surplus or Deficit on the Provision of
Services. Movements in the fair value of fixed rate investments measured at fair value will be reflected in Other
Comprehensive Income or the Surplus or Deficit on the Provision of Services as appropriate.

The Treasury Management Strategy aims to mitigate these risks by setting upper limits on its net exposures to fixed and
variable interest rates. To gauge the sensitivity of the Council to inte e,z rate changes if all interest rates had been 1%
higher (with all other variables held constant) the flnancutbﬁg $j
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Increase in interest receivable on variable rate investments
Decrease in fair value of investments held at FVPL

Impact on Surplus or Deficit on the Provision of Services
Decrease in fair value of investments held at FVOCI

Impact on Comprehensive Income and Expenditure

Decrease in fair value of loans and investments at amortised cost *
Decrease in fair value of fixed rate borrowing *

31.03.2021
£000

(234)
390
157

0
157
38
0

31.03.2022
£000

(319)
413
94

0

94
178

*No impact on Comprehensive Income and Expenditure.

The approximate impact of a 1% fall in interest rates would be as above but with the movements being reversed.

Market Risks: Price Risk

The market prices of the Council’s fixed rate bond investments and its units in pooled bond funds are governed by
prevailing interest rates and the price risk associated with these instruments is managed alongside interest rate risk.

The Council’s investment in pooled funds including property is subject to the risk of falling commercial property prices.
This risk is limited by the Council’s maximum exposure to property fund pooled fund investments and REITs of £7m and
£5m respectively. A 5% fall in commercial property prices at 31 March 2022 would result in a £0.29m (2021: £0.25m)
charge to the Surplus or Deficit on the Provision of Services which is then transferred to the Pooled Investment Funds
Adjustment Account and a £0.1m (2021: £0.1m) charge to Other Comprehensive Income and Expenditure.

The Council’s investment in pooled equity funds is subject to the risk of falling share prices. This risk is limited by the
Council’'s maximum exposure to pooled funds that include equity investments of £18m. A 5% fall in share prices at 31
March 2022 would result in a £0.40m (2021: £0.35m) charge to the Surplus or Deficit on the Provision of Services
which is then transferred to the Pooled Investment Funds Adjustment Account.

15 CASH AND CASH EQUIVALENTS

The balance of cash and cash equivalents is made up of the following elements:

Cash held by Council

Money market Funds

Short-term deposits

Cash in transit

Total Cash and Cash Equivalents

16 SHORT-TERM DEBTORS

Sundry Debtors

Central government bodies
Payments in advance

Council Tax debtors

WSCC NNDR Debtor

NNDR Debtors

Housing benefit overpayments
Sub-total

Allowance for doubtful debts

Total debtors after allowance for doubtful debts
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31.03.2021 31.03.2022
£000 £000
1 2
17,999 10,499
2,735 4,106
247 340
20,981 14,945
31.03.2021 31.03.2022
£000 £000
4,002 3,908
70 362
537 419
569 396
673 0
941 800
2,567 2,236
9,359 8,121
(3,497) (3,088)
5,862 5,033
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17 SHORT-TERM CREDITORS

Sundry Creditors

Prepayment of NNDR
Prepayment of Council Tax
WSCC Council Tax creditors
SPA Council Tax creditors

Central Government
WSCC NNDR Creditors

Total

31.03.2021 31.03.2022
£000 £000
(11,734) (8,080)
(502) (460)
(362) (380)
(1,163) (2,473)
(167) (356)
(5,503) (18,762)

0 (1,129)
(19,431) (31,640)

Included within Central Government is £5.6m funding for the 2022/23 council tax energy rebate scheme and £3.1m for
NNDR Covid Additional Relief Fund.

18 PROVISIONS AND OTHER LONG-TERM LIABILITIES

Balance at 1 April 2020

Additional provisions made in 2020/21
Amounts used in 2020/21

Change in collection fund share
Balance at 31 March 2021

Additional provisions made in 2021/22
Amounts used in 2021/22

Balance at 31 March 2022

Provision for NNDR Appeals

Estimate of rates potentially overcharged to businesses repayable on appeal.

Provision for Accumulated Absences

Established in 2009/10 to cover employees' leave that was not taken at the end of each year.

Other long term liabilities:
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000 £000 £000
(1,121) (158) (1,278)
(144) (236) (380)
382 0 382
(1,121) 0 (1,121)
(2,004) (394) (2,397)
(109) 0 (109)
495 175 670
(1,617) (219) (1,836)

$106 Contributions are developer contributions that are expected to be paid to other agencies.
Capital Grants & Receipts in Advance are developer contributions that are expected to be used by theCouncil but
still have conditions that mean they are potentially refundable.
The movements in both are show below:

Opening balance

Grants/Contributions in
Grants/Contributions out

Closing balance

S$106 Contributions

Capital Grants Rec’d in

Advance
31.03.2021 31.03.2022 31.03.2021 31.03.2022
£000 £000 £000
(12,106)  (13,837) (12,785) (12,122)
(1,948) (2,936) (634) (802)
7,172 1,297 1,577
(13,837) (9,601) (12,122) (11,347)
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19 USABLE RESERVES

This note sets out the amounts set aside from the General Fund balance in earmarked reserves to provide financing
for future expenditure plans and the amounts posted back from earmarked reserves to meet GeneralFund

expenditure in 2021/2022

Transfer Transfer
to/from to/from
Balance Income / other Balance Income / other Balance
Useable Revenue at Expenditure reserves at Expenditure reserves at
Reserves 31.03.20 2020/21 2020/21 31.03.21 2021/22 2021/22 31.03.22
£000 £000 £000 £000 £000 £000 £000

General Fund Balance (15,662) (18,433) 9,199  (24,896) (3,614) 5277  (23,233)
New Homes Reserve (4,671) 0 (4,831) (9,502) 0 (3,083) (12,585)
Health and Wellbeing (308) 0 0 (308) 0 (27) (335)
Council tax localism (293) 0 0 (293) 0 0 (293)
Neighbourhood

Planning Grant (278) 0 11 (268) 0 (268)
s106 Reserves (802) 26 0 (776) (142) 0 (918)
NNDR Provision (1,435) 0 0 (1,435) 0 (2,796) (4,231)
Homelessness Prevention (77) 0 (64) (142) 0 (95) (237)
Revenues & Benefits (318) 0 (300) (618) 0 (302) (920)
Covid-19 Discretionary fund (36) (2,779) (2,815) 356 1,699 (760)
Transformation fund (377) 0 (12) (389) 0 (4) (393)
HDC Green Reserve 0 0 (695) (695) 0 129 (566)
Leisure Reserve 0 0 (212) (212) 0 212 0
Journey to Work (211) 0 (78) (289) 0 (75) (364)
Covid 19 Outbreak 0 0 0 0 0 (446) (446)
Management Fund
IT Security 0 0 0 0 0 (100) (100)
Community Fund 0 0 0 0 0 (250) (250)
Other (721) 105 (240) (856) 0 (139) (995)
Other Earmarked Reserves  (9,528) 131 (9,199) (18,596) 214 (6,269) (23,659)
Sub-total (25,190) (43,492) (46,892)

Useable Capital Reserves

Capital Receipts Reserve (2,088) 366 (1,722) 89 (1,633)
Capital Grants unapplied (10,646) (2,519) (13,165) (5,255) (18,420)
Total Useable

Revenue Reserves (37,924) (58,379) (66,944)

The government continued to grant business rate relief to retail, hospitality and leisure services during 2021/22, and
compensate Councils for these reliefs with a Section 31 grant. These reliefs must be shown as a deficit on the Council’s
share of income within the Collection Fund Adjustment Account, while the grant income must be shown within the
Council’'s General Fund. In 2021/22, £7.95m has been transferred from the Collection Fund Adjustment Account to the
General Fund, this was funded from the Section 31 grant held in the General Fund in 2020/21.
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20 UNUSABLE RESERVES

Revaluation Reserve
The Revaluation Reserve contains the gains made by the Council arising from increases in the value of itsProperty,

Plant and Equipment. The balance is reduced when assets with accumulated gains are;

- revalued downwards or impaired and the gains arelost,

- used in the provision of services and the gains are consumed through depreciation,

- disposed of and gains arerealised.
The reserve contains only revaluation gains accumulated since 1 April 2007, the date that the reserve wascreated.
Accumulated gains arising before that date are consolidated into the Capital Adjustment Account.

31.03.2021 31.03.2022
£000 £000
Balance at 1 April (35,832) (34,194)
Adjustment to Capital AdjustmentAccount * 2,921
(Upward)/downward revaluation of assets (5,787) (7,638)
Downward revaluation of assets and impairmentlosses not 6,567
charged to the Surplus/deficit on the 1,679
Provision of Services
Difference between fair value depreciation andhistorical cost 562 491
depreciation
Amount written off to the Capital AdjustmentAccount 296 315
Balance at 31 March (34,194) (36,426)

* The 2.9m adjustment between revaluation reserve and capital adjustment account is a technical adjustment that does not
affect the asset values but reflects a change in the historic recognition of a set of assets that had not formerly held a value.
These assets were originally recognised with the contra credit being the revaluation reserve whereas after a review of the
accounting treatment the contra credit is now to the capital adjustment account.’

Pension 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 Council accounts for post-
employment benefits in the Comprehensive Income and Expenditure Statement (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 costs. However, statutory arrangements require benefits earned to be financed as
the Council makes employer’s contributions to pension funds or eventually pay any pensions for which it is directly
responsible. The credit on the Pensions Reserve therefore shows a substantial surplus in the benefits earned by past and
current employees and the resources the Council 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

2020/21 2021/22
£000 £000

Balance at 1 April (25,335) (31,006)
Actuarial gains or losses on pensions assets and liabilities (6,705) (8,151)
Reversal of items relating to retirement benefits debited or credited to the
surplus of Deficit on the Provision of Services in the Comprehensive Income
and Expenditure Statement 3,850 5,760
Employers pensions contributions and direct payments to pensioners
payable in the year (2,816) (2,481)
Balance at 31 March (31,006) (35,878)

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 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 arpaggj glhe Comprehensive Income and Expenditure
Statement (with reconciling postings from the Revaluation Res&fve to convert fair value figures to a historical cost basis).



The account is credited with the amounts set aside by the Council as finance for the costs of acquisition, construction
and enhancement. The account contains accumulated gains and losses in investment properties and revaluation gains
and losses accumulated on property, plant and equipment before 1 April 2007, the date the Revaluation Reserve was
created.

2020/21 2021/22
Balance at 1 April (98,354) (98,336)
Adjustment relating to Revaluation Reserve (2,921)
Reversal of items relating to capital expenditure debited or credited to the
Comprehensive Income and Expenditure Statement:
Charges for depreciation and impairment of non-current assets 2,692 2,384
Depreciation of intangible assets 11 8
Revaluation gains / losses on Property, Plant and Equipment 1,996 (1,269)
Revenue expenditure funded from capital under statute 2,521 3,043
Amounts of non-current assets written off on disposal or sale as part of the 202 254
gain/loss on disposal to the Comprehensive Income and Expenditure
Statement
Movements in the market value of Investment Property (2,067) (1,844)
Adjusting amounts through revaluation reserve (562) (491)
Capital financing applied in the year:
Use of the Capital Receipts Reserve to finance new capital expenditure (1,119) (1,343)
Capital grants and contributions credited to the Comprehensive Income and (2,360) (2,264)
Expenditure Statement that have been applied to capital financing
Grants from the Capital Grants Unapplied Account (212) (1,047)
Use of earmarked revenue reserves for the financing of capital investment (204) (51)
Statutory provision for the financing of capital investment charged against the (880) (918)
General Fund
Balance at 31 March (98,336) (104,795)

Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages the differences arising from the recognition of council tax income in the
Comprehensive Income and Expenditure Statement as it falls due from council tax payers compared with the statutory
arrangements for paying across amounts to the General Fund from the Collection Fund.

2020/21 2021/22
£000 £000

Balance at 1 April - Council Tax (85) 72
Amount by which council tax income credited to the Comprehensive Income and
Expenditure Statement is different from council tax income calculated for the
year in accordance with statutory requirements 157 (144)
Balance at 31 March 72 (72)
Balance at 1 April - NNDR 873 7,802

Amount by which NNDR income credited to the Comprehensive Income and
Expenditure Statement is different from NNDR income calculated for the year in
accordance with statutory requirements 6.929 (5,154)

Balance at 31 March

7,802 2,648
Total 7,874 2,576
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21 CASH FLOW STATEMENT - OPERATING ACTIVITIES
The cash flows for operating activities include the following items:

a) Adjust net surplus or deficit on the provision of services for non-cash movements

2020/21 2021/22

£000 £000

Depreciation and Impairments (2,703) (2,392)
Impairments 70 3,113
Pensions Liability (1,034) (3,279)
(Increase)/decrease in debtors 2,580 (2,541)
(Increase)/decrease in creditors (3,314) 8,738
Movement in provisions (7,026) 5,399
(Increase)/decrease in inventories 3 68
Other non-cash adjustments (2,306) (889)
Total (13,730) 8,217

b) Adjust for Items included in the net surplus or deficit on the provision of services that are investing or

financing activities

2020/21 2021/22
£000 £000
Capital grants credited to the surplus or deficit on the provision of
services 5,121 8,532
Proceeds from the sale of non-current assets 263 684
Council Tax and NDR adjustment 182 183
Total 5,566 9,399
c) Interest received, interest paid and dividendsreceived
2020/21 2021/22
£000 £000
Interest received (867) (1,216)
Total (867) (1,216)
22 EXTERNAL AUDIT COSTS

2020/21 2021/22

£000 £000

Fees payable with regard to external audit services carried out by

the appointed auditors for the year 39 39

Fees payable for the certification of grant claims and returns 43 49

Fees payable in respect of other services or relating to previous years 5 (18)

Total N : 70

The cost for the main audit is based on the indicative scale fee. It does not include any fee variation for additional audit
work that may be required to complete the audit until the amounts have been approved by the Public Section Audit

Appointments (PSAA).

Fees payable for the certification of grant claims and returns are effectively those of the previous year’s audit. The
£49Kk spent in 2021/22 is for the 2019/20 Housing Benefit audit, that was certified in February 2021, as well a further

payment relating to the 2020/21 Housing Benefits audit.

Fees payable in respect of other services relate to additional work on the 2019/20 and 2020/21 main audits that were

accrued but the actual spend was less than the amount accrued.

23 MEMBERS ALLOWANCES

The Council paid the following amounts to the 48 Members of the Council during the year:

2020/21 2021/22

£000 £000

Allowances 346 359
Expenses PaCl & 93 11
Total 349 370
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NB: Officer travel costs dropped significantly as a result of the Pandemic during 2020-21, whilst there was an
increase during 2021-22 this is still below pre-pandemic costs of £16k in 2019-20

24 LEASES

Operating Leases

Council as a Lessee

The Council leases its main office and a small number of cars for £0.25m

Council as Lessor

The Council leases out a range of properties under operating leases for community services and commercial rents.

Future minimum lease payments
The future minimum lease payments receivable/payable under non-cancellable leases in future years are:

Receivable as Lessor

Not later than one year
Later than one year and not later than five years
Later than five years

Payable as Lessee

31.03.2021 31.03.2022 31.03.2021 31.03.2022
£000 £000 £000
3,311 230 247
8,737 728 551
7,195
19,243 958 798

The minimum lease payments receivable do not include rents that are contingent on events taking place after the lease was

entered into, such as rent reviews. The Council received contingent rent of £256,000 in 2021/22 (£29,000 in 20/21).

Finance Leases - The Council has no material investment in finance leases as lessee or lessor.

25 SENIOR OFFICER’S REMUNERATION

The Strategic Leadership Team is made up of the Chief Executive and the three strategic Directors. The
remuneration details of these officers and the Monitoring Officer are included in the table above. The increase on
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Corporate Post Holder Title 2 2 3 w o - .S

2021/22 £ £ £
Chief Executive 129,362 25,179 154,541
Director of Community Services 102,611 19,241 121,852
Director of Corporate Resources (Section 151 Officer) 106,181 19,241 125,422
Director of Place 102,715 19,241 121,956
Head of Legal and Democratic Services (Monitoring Officer) 83,806 15,228 99,034
2020/21 £ £ £

Chief Executive 121,024 24,053 145,077
Director of Community Services 100,533 19,955 120,488
Director of Corporate Resources (Section 151 Officer) 100,865 19,955 120,820
Director of Place 100,533 19,955 120,488
Head of Legal and Democratic Services (Monitoring Officer) 78,769 15,754 94,523

costs from the previous year is due to the inclusion of payments relating to the Police & Crime Commissioner & Local
By-elections held in May 2021.

The number of employees, including senior officers, whose remuneration excluding pension contributions

was

£50,000 or more in bands of £5,000 were;
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Number of Number of

Employees Employees

Remuneration Band 2020/21 2021/22
£50,000 - £54,999 13 15
£55,000 - £59,999 4 1
£60,000 - £64,999 6 7
£65,000 - £69,999 0 0
£70,000 - £74,999 1 2
£75,000 - £79,999 1 0
£80,000 - £84,999 2 1
£85,000 - £89,999 0 0
£90,000 - £94,999 0 0
£95,000 - £99,999 0 2
£100,000 - £104,999 4 1
£105,000 - £109,999 0 0
£110,000 - £114,999 0 0
£115,000 - £119,999 1 0
£120,000 - £124,999 1 0
£125,000 - £129,999 0 1
Total number 33 30

26 EXIT PACKAGES

The number of exit packages with total cost per band and total cost of the redundancies are as follows:

Number of Total cost of exit
Exit package cost Compulsory Number of other Total number of exit packages in each
band redundancies agreed departures packages by exit band band

2020/21 | 2021/22 2020/21 2021/22 2020/21 2021/22 2020/21 2021/22
£000 £000

£0 - £20,000 16 3 4 6 20 9 111 60
£20,001 - £40,000 4 2 0 0 4 2 104 50
£40,001 - £60,000 2 0 0 0 2 0 102 0
£60,001 - £80,000 3 0 0 0 3 0 217 0
£80,001 - £100,000 1 0 0 0 1 0 87 0
£100,001 - £150,000 2 0 0 0 2 0 244 0
Total 28 5 4 6 32 11 864 110
Provision | o | o | o | o | o | o | o | o
Total | 28 | s | 4 | e | 32 | 11 | 84 | 110

27 TERMINATION BENEFITS

During 2021/22 the Council terminated 11 posts at a total cost of £110k which was made up of redundancy payments
of £49Kk, other termination costs of £32k and pension strain costs of £29k.
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28 RELATED PARTIES

The Council is required to disclose material transactions with related parties - bodies or individuals that have the potential
to control or influence the Council or to be controlled or influenced by the Council. Disclosure of these transactions allows
readers to assess the extent to which the council might have been constrained in its ability to operate independently
or might have secured the ability to limit another party's ability to bargain freely with the Council.

Central Government - has effective control over the general operations of the Council, it is responsible for providing
the statutory framework within which the Council operates, provides the majority of its funding in the form of grants
and prescribes the terms of many of the transactions that the Council has with other parties (e.g. council tax bills,
housing benefits). Grant receipts outstanding at 31 March 2022 are shown in note 10 (Grant income).

Local Government - West Sussex County Council, Sussex Police Authority and Parish Councils within Horsham District
for precepts (details contained within the Collection Fund Account);

West Sussex County Pension Fund for pension from and on behalf of Horsham District Council employees (details
contained within the Income and Expenditure Account)

Council Members - Councillors have direct control over the council's financial and operating policies. The total of
members allowances paid in 2021/22 is shown in note 23.

Senior Officers - are defined as the Chief Executive together with the Directors which together make up the Senior
Leadership Team. These Officers have the responsibility of managing the Council and have power to direct or control
the major activities of the Council, in particular those involving the expenditure of money. Details of senior officer
remuneration are shown in note 25. There were no related party disclosures by senior officers in 2021/22.

Building Control

Horsham District Council provides the Building Control service for Crawley Borough Council. Crawley B.C. discharged
this function under an agreement pursuant to sections 101 and 111 of the Local Government Act 1972, section 3 of
theLocal Government Act 1999 and the Local Authorities (Arrangements for the Discharge of Functions) (England)
Regulations 2000/2851. The total contribution paid by Crawley B.C. for 2021/22 amounted to £294k (£311k in 2020/21)
and £87k (£70k in 2020/21) was outstanding as at 31 March2022.

Wholly owned entities

On 21 March 2019, Cabinet approved the creation of two companies for the purpose of providing affordable rental
housing in the District. The companies were incorporated in 2019, the Council is the sole shareholder. The transactions
with the housing companies during 2021/22 are summarised in the table below.

Horsham District Horsham District Disclosed within Note
Homes Homes (Holdings)
£000 £000
Equity paid 100 Note 14
Grant income paid 447
Rental income 9)
collected
Services provided 12 22 Note 16

The Council has not prepared group accounts for 2021/22 as the value of transactions are considered immaterial. The
accounts for the companies are audited by independent auditors and filed with Companies House.

29 CAPITAL EXPENDITURE AND CAPITAL FINANCING

The total amount of capital expenditure incurred in the year is shown in the table below, together with the resources
that have been used to finance it. Where capital expenditure is to be financed in future years by charges to revenue as
assets are used by the Council, the expenditure results in an increase in the Capital Financing Requirement (CFR), a
measure of the capital expenditure incurred historically by the Council that has yet to be financed. The CFR is analysed
in the second part of this note.
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2020/21 2021/22

£000 £000
Opening Capital Financing Requirement 33,862 34,568
Capital Investment
Property, Plant & Equipment 1,371 1,431
Investment Properties 1,464 131
Equity in subsidiary 125 100
Revenue Expenditure Funded from Capital Under Statute 2,521 3,044
Sources of finance
Capital receipts (1,119) (1,343)
Government grants and other contributions (2,572) (3,276)
Revenue contributions (204) (86)
Minimum Revenue Provision (880) (918)
Closing Capital Financing Requirement 34,568 33,650
Explanation of movements in year
Increase in underlying need to borrowing 1,586 0
Minimum Revenue Provision (880) 918
Increase / (decrease) in Capital Financing Requirement 706 (918)

30 DEFINED BENEFIT PENSION SCHEMES
Participation in Pension Schemes

As part of the terms and conditions of employment of its employees, the Council offers retirement benefits.
Although these benefits will not actually be paid until employees retire, the Council has a commitment to make
the payments that needs to be disclosed at the time the employees earn their future entitlement.

The Council contributes to the Local Government Pension Scheme which is administered by West Sussex County
Council. It is a funded defined benefit career average scheme, meaning that the authority and employees pay
contributions into a fund, calculated at a level intended to balance the pensions liabilities with investment assets.

In addition, the Council is responsible for all pension payments relating to added years benefits it has awarded,
together with the related increases and early access pension costs. In 2021/22 these amounted to £93k
(£94k 2020/21) representing 1% of pensionable pay (1% in 2020/21).

Transactions Relating to Post-employment Benefits

We recognise the cost of retirement benefits in the reported cost of services when they are earned by employees,
rather than when the benefits are actually paid as pensions. However, the charge we are required to make against
council tax is based on the cash payable in the year, so the real cost of post-employment / retirement benefits is
reversed out of the General Fund via the Movements in Reserves Statement.

The following transactions have been made in the Comprehensive Income and Expenditure Statement andthe General
Fund Balance via the Movement in Reserves Statement during the year.

Comprehensive Income and Expenditure Statement 2020/21 2021/22
£000 £000

Cost of Services

- current service cost (4,211) (6,328)

- past service costs (221) (26)

Total Service Cost (4,432) (6,354)

Financing and Investment Income and Expenditure

Interest income on planned assets 3,945 4,314

Interest cost on defined benefit obligation (3,363) (3,720)

Total Net Interest 582 594

Total Post Employment Benefit Charged to the Surplus or deficit on

the provision of services (3.850) (5,760)

Re-measurements of the Net Defined Liability
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Actuarial gains arising from changes in demographic assumptions (260) 8,012

Actuarial gains / (losses) arising from changes in financial assumptions (36,306) 8107

Other Post Employment Benefit Charged to the Comprehensive Income
and Expenditure Statement 1,562 (2,908)
Return on assets excluding amounts included in net interest

41,709 (4,230)
Total re-measurements recognised in other comprehensive income 6,705 8,981
Total Post Employment Benefit Charged to the Comprehensive
Income and Expenditure Statement 2,855 3,221

Movement in Reserves Statement

Reversal of net charges made to the surplus or deficit for the

provision of services for post employment benefits in accordance
(3,850) (5,760)

Actual amounts charged to the General fund balance for pensions in
the year
Employers contributions payable to the scheme 2816 2,481

Pensions Assets and Liabilities Recognised in the Balance Sheet

The amount included in the Balance Sheet arising from the Council's obligation in respect of its defined benefitplans
is as follows:

2020/21 2021/22

£000 £000

Present value of liabilities - Funded (183,566) (176,421)
Present value of liabilities - Un funded (1,362) (1,216)

Fair value of plan assets 215.934 214.345
Net asset (liability arising from defined 31,006 36,708

benefit obligation

The surplus on the balance sheet position increased in 2021/22 by £5.7m. In simple terms, this is a result ofthe
decrease in liabilites being greater than the increase in assets. During the accounting period investment returns
have been fallen slightly, resulting in a reduction of the return on assets whilst the decrease in liabilities has been
caused by changes in financial assumptions of inflation, salaries and discounts.

Funded Liabilities - LGPS

2020/21 2021/22
Reconciliation of present value of the
scheme liabilities: £000 £000
Balance at 1 April (146,043) (184,928)
Current service cost (4,211) (6,328)
Interest cost (3,363) (3,720)
Contributions by scheme participants (874) (873)
Actuarial gains and losses (35,004) 13,390
Benefits paid 4,788 4,848
Past service costs (221) (26)
Balance at 31 March

_(184,928) _(177,637)

Reconciliation of fair value of the
scheme assets:
Balance at 1 April 171,378 215,934
Interest income on planned assets 3,945 4,314
Return on planned assets (excluding
amounts in net interest) 41,709 (4,409)
Employer contributions 2,816 2,481
Contributions by scheme participants 874 873
Benefits paid (4,788) (4,848)
Balance at 31 March

215,934 214,345
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LGPS Assets comprised:

2021 2022
% of %of

£000 assets £000 assets
Equity Securities:
Consumer 22,432.7 10.4% 0.0 0.0%
Manufacturing 12,605.5 5.8% 0.0 0.0%
Energy & Utilities 3307.6 1.5% 0.0 0.0%
Financial Institutions 19,563.7 9.1% 0.0 0.0%
Health & Care 14,440.6 6.7% 0.0 0.0%
Information Technology 29,967.4 13.9% 0.0 0.0%
Other 7,155.8 3.3% 0.0 0.0%
Debt Securities:
UK Government 2,742.2 1.3% 0.0 0.0%
Private Equity:
All 3,440.3 1.6% 4,379.8 2.0%
Real Estate:
UK Property 14,652.8 6.8% 20,918.0 9.8%
Investment Funds & Unit
Trusts:
Equities 0.0 0.0% 100,298.7 46.8%
Bonds 72,664.9 33.7% 74,089.6 34.6%
Infrastructure 0.0 0.0% 9,214.0 2.1%
Other 3,387.1 1.6% 4,671.5 4.3%
Cash & cash Equivalents: All 9,5673.5 4.4% 773.3 0.4%

215,934 100% 214,345 100%

All scheme assets except private equity are quoted prices in active markets.

The liabilities show the underlying commitments that the Council has in the long run to pay retirement benefits. The
current position is a surplus of £36.2m (£31.0m surplus at 31 March 2021) which has an impact on the net worth of
the Council as recorded in the Balance Sheet, resulting in an overall balance of £243.5m.

Statutory arrangements for funding mean that the financial position remains healthy as contributions continue to be
made over the working life of current employees. The total contributions expected by Hymans Robertson LLP, the
scheme's actuaries, that are to be made to the Local Government Pension scheme by the Council in the year to 31
March 2023 is £2.21m (£2.33m at 31 March 2022).

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. The pension scheme
is assessed by Hymans Robertson for the County Council Fund being based on the latest full valuation of the scheme
as at 31 March 2022.

The principal assumptions used by the actuary have been:

2020/21 2021/22
Long term expected rate of return on assets in the
scheme: Mortality assumptions:
Longevity at 65 for current pensioners: Men 221 22.3
Women 24.4 247
Longevity at 65 for future pensioners: Men 23.1 23.2
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Rate of inflation / pension 2.9% 3.2%
Rate of increase in salaries 3.4% 4.7%
Rate of discounting scheme liabilities 2.0% 2.7%

An allowance is included for future retirements to elect to take 50% of the maximum additional tax free cash up to
HMRC limits for pre-April 2008 service and 75% of the maximum tax-free cash for post-April 2008 service.

The estimate of the defined benefits obligation is sensitive to the actuarial assumptions. The sensitivity analyses in
Note 3 have been determined based on possible changes of the assumptions occurring at the end of the reporting
period and assumes for each change that the assumption analysed changes while all other assumptions remain
constant. The estimations in the sensitivity analyses have followed the accounting policies for the scheme.

When the LGPS benefit structure was reformed in 2014, transitional protections were applied to certain older members
close to normal retirement age. The benefits accrued from 1 April 2014 by these members are subject to an ‘underpin’
which means that they cannot be lower than what they would have received under the previous benefit structure. The
underpin ensures that these members do not lose out from the introduction of the new scheme.

In December 2018 the Court of Appeal upheld a ruling (“McCloud/Sargeant”) that similar transitional protections in the
Judges’ and Firefighters’ Pension Schemes were unlawful on the grounds of age discrimination. The implications of the
ruling are expected to apply to the LGPS (and other public service schemes) as well. The UK Government requested
leave to appeal to the Supreme Court but this was denied at the end of June 2019. Therefore, LGPS benefits accrued
from 2014 may need to be enhanced so that all eligible members, regardless of age, will benefit from the underpin.
Alternatively, restitution may be achieved in a different way, for example by paying compensation. In either case, the
clear expectation is that many more members would see an enhanced benefit rather than just those currently subject
to these protections. The potential impact of the judgement has been included in the actuary’s estimated calculations.

31 CONTINGENT LIABILITIES AND CONTINGENTASSETS

International Accounting Standard 37 requires the Council to disclose contingent liabilities and assets. These arise
from past events that might result in an obligation or benefit to the Council.

During the building of Pirie’s Place car park in 2019, the adjacent building was affected through the closure of the fire
exits that led out through the car park. There is a potential litigation action in relation to sums being claimed as
compensation.

A former employee has redirected a claim for personal injury submitted to the Council earlier in the year, to his
subsequent employer. Legal advice is that the matter does not appear to be our responsibility, but we are reviewing
documentation to confirm this.

32 GOING CONCERN

Underlying principle: These accounts have been prepared on a going concern basis that the authority will continue
in operational existence for the foreseeable future.

The provisions in the Code of Audit Practice in respect of going concern reporting requirements reflect the economic
and statutory environment in which local authorities operate. These provisions confirm that, as authorities cannot be
created or dissolved without statutory prescription, they must prepare their financial statements on a going concern
basis of accounting. Local authorities carry out functions essential to the local community and are themselves revenue-
raising bodies (with limits on their revenue-raising powers arising only at the discretion of central government). If an
authority were in financial difficulty, the prospects are thus that alternative arrangements might be made by central
government either for the continuation of the services it provides or for assistance with the recovery of a deficit over
more than one financial year. As a result of this, itwould not therefore be appropriate for local authority financial
statements to be provided on anything other than a going concern basis. Accounts drawn up under the Code therefore
assume that a local authority’s services will continue to operate for the foreseeable future.

Current & historical financial position: The Council made a £2.1m operational surplus in the period ending 31 March
2022, partly because it took early action in November 2020 with a sizable restructure that reduced expenditure by
around £1.4m.

Impact of Covid: The 2021/22 budget was set in February 2021 in lockdown and thankfully was more cautious than
events panned out. The pandemic though may have changed some areas of income generation permanently, such as
the reduction in from car parking season tickets, currently £0.6m lower than pre-pandemic due to the change to hybrid
working. There have been other reductions in income across some of the commercial property, leisure, planning and
building control. There has also been significant additional expenditure supporting our leisure service contracts in 2021/22
as there was in 2020/21, although a return to management fee income is expected in 2022/23.

All service areas reviewed their budgets during the setting of the 2022/23 budget and identified areas where they could
carefully manage expenditure in the year, and alsi.rr’eﬂected icipated semi-permanency of some reductions in
income. Therefore, another prudent budget was sdr, a;gﬁn s likely to be stretched by inflation that continues
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to rise far beyond the levels anticipated in January 2022. From the £2.1m outturn surplus in 2021/22, £1m has been
set aside in an earmarked reserve to be used to mitigate inflation in salaries and also general price rises in goods
and services that the Council uses in 2022/23. The overspend is in the context of £23.3m currently in the General
Fund reserve. Although not desirable, this reserve could be used to smooth out any overspend in the short term,
although this is clearly not sustainable indefinitely. The size of the challenge in the medium-term is highly
uncertain, due to the unknown timing, scale and impact of any Fair Funding Review, changes to business rates
or the introduction of mandatory food waste collection. Should all three collide at once in 2024/25, it creates an
estimated budget gap of £1.7m a year from 2025/26.

Cash position: The Council had a cash balance of £10.8m at the end of May 2022, and £13.4m in money market
funds available in two to three days, and a further £17m in longer term non-property investments, also available within
a few days. Whilst uncertainty on income remains, the Council remains confident in its ability to maintain sufficient
cash for its services throughout the medium term. This is based on our review of the cashflow forecast which covers
a period twelve months beyond the signing of the accounts. For this, we have used the statutory accounts deadline of
30 November. The Council is of course also able to borrow short term for revenue purposes if ever needed and in that
time-period, a further £29.5m that is locked away with different end dates to try to maximise the interest return would
also become free from the fixed investment periods.

In a ‘stressed’ case scenario whereby income is constrained further in the event of a new Covid-19 variant, and income
recovering only slowly, the Council has sufficient levels of reserves and investments that it would not run out of cash.

The Council has set a modest £12.0m capital programme in 2022/23, that will further protect the levels of cash and
useable reserves. The programme focuses on projects that produce a positive financial revenue return as well as those
with health and safety requirements.

Conclusion:

The Council concludes that it is appropriate to prepare the financial statements on a going concern basis, and that the
Council will continue as a going concern, based on the review of the forecasted reserve and cash position 12 months
from the signing of the accounts.
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2021-22
Business
Rates Council Tax Total
£ £ £
(124,239) (124,239)
(36,062) (36,062)
0 0 0
0 0 0
(434) (434)
(1) (1)
90 90
(35,972) (124,675) (160,647)
(7,897) 13 (7,884)
(2,505) 82 (2,423)
0 11 11
(9,868) 0 (9,868)
(20,270) 106 (20,164)
17,478 14,191 31,669
4,370 95,339 99,709
0 13,564 13,564
21,848 21,848
43,695 123,094 166,790
0 250 250
(175) (13) (188)
(966) (966)
184 184
91 0 91
(868) 237 (631)
22,557 123,437 145,995
(13,415) (1,237) (14,652)
20,409 613 21,021
6,994 (625) 6,370

COLLECTION FUND

INCOME
Council Tax Receivable
Business Rates Receivable

Transfers from General Fund
Council Tax Benefits
Transitional Relief
Transitional Protection

Total Income

EXPENDITURE
Apportionment of Previous Year
Surplus/(deficit)

Horsham District Council

West Sussex County Council

Sussex Police Authority
Central Government

Precepts, Demands and Shares
Horsham District Council
West Sussex County Council
Sussex Police Authority
Central Government

Charges to Collection Fund
Write offs of uncollectable amounts

Increase/(Decrease) in Bad Debt Provision
Increase/(Decrease) in Provision for
Appeals

Cost of Collection

Disregarded Amounts
Total Expenditure

(Surplus) / Deficit arising during the Year

(Surplus) / Deficit bought forward 1st April
(Surplus) / Deficit carried forward 31st
March
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2020-21
Business
Rates Council Tax Total
£ £ £
(116,391) (116,391)
(23,990) (23,990)
0 0
0 0
(563) (563)
(14) (14)
(467) (467)
(24,457) (116,969) (141,425)
(662) 53 (608)
885 348 1,233
0 48 48
(827) 0 (827)
(604) 449 (154)
17,455 13,788 31,243
4,364 90,682 95,046
0 12,600 12,600
21,818 21,818
43,637 117,070 160,607
360 139 499
487 616 1,103
(955) (955)
181 181
91 0 91
163 756 919
43,196 118,275 161,472
18,740 1,307 20,046
1,669 (694) 975
20,409 613 21,021
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NOTES TO THE COLLECTION FUND

The Collection Fund is an agent’s statement which represents the statutory requirement for each billing authority to maintain a
separate Collection Fund. The statement shows the transactions of the billing authority in relation to Non-Domestic Rates and
Council Tax and illustrates the way in which these have been distributed to preceptors and the General Fund. Collection Fund
surpluses or deficits declared by the billing authority are apportioned to the relevant precepting bodies in the subsequent financial
year.

The accounts have been prepared on an accruals basis.

COUNCIL TAX

The Council Tax is based upon property values as at 1 April 1991. Property values are grouped within a range of value bands,
as shown below. In order to calculate the Council Tax base, the number of properties within each band is shown as a "Band D
equivalent" by expressing each band as a proportion of Band D as indicated in the table below.

BAND "D"

PROPORTION  EQUIVALENT NO.OF

BAND VALUE RANGE OF BAND "D" PROPERTIES
£

Reduced A up to 40,000 5/9 1

A up to 40,000 6/9 978

B 40,001-52,000 7/9 3,189

C 52,001-68,000 8/9 9,567

D 68,001-88,000 1 12,075

E 88,001-120,000 11/9 12,462

F 120,001-160,000 13/9 11,162

G 160,001-320,000 15/9 12,183

H over 320,000 2 1,517

COUNCIL TAX BASE

63,134

The reduced Band a charge is applied to those residents entitled to a disabled relief reduction.
INCOME FROM BUSINESS RATES
Under the revised arrangements for uniform business rates, the Council collects Non-Domestic Rates for its area which are

based on local rateable values multiplied by a uniform rate. The total Non-Domestic Rateable Value at 31 March 2022 was
£114.917m and the standard National Non-Domestic Rate multiplier for the year was £0.512

COUNCIL TAX AND BUSINESS RATES PRECEPTS ANDDEMANDS

In accordance with the accounting code of practice surpluses and deficits arising from the Collection of Council Tax are to be
apportioned between respective authorities on the basis of their precepts or demands on the Collection Fund.

31 March 2022

£000
Accumulated (Surplus) / deficit at 31
March 2022 6,370
Apportionment based on 2021/22 precepts and demands:
Deficit / (surplus)
Business Council
Rates Tax Total
£000 £000 £000
Horsham District Council 2,797 (72) 2,725
West Sussex County Council 700 (484) 216
Sussex Police Authority - (68) (68)
Central Government 3,497 - 3,497
6,994 625 6,370
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BALANCES
CAPITAL EXPENDITURE

CAPITAL
RECEIPTS

CENTRAL SUPPORT
SERVICES
COLLECTION FUND
CIL (COMMUNITY

INFRASTRUCTURE
LEVY)

COUNCIL TAX

CREDITORS
DEBTORS
DEPRECIATION

EARMARKED
RESERVES

FAIR VALUE

FINANCIAL ASSET

FINANCIAL
INSTRUMENT

FINANCIAL LIABILITY

FINANCIAL REPORTING
STANDARDS

NON-CURRENT ASSET
GENERAL FUND

IAS

MINIMUM REVENUE
PROVISION (MRP)

NATIONAL NON-
DOMESTIC RATES
(NNDR)

PRECEPT
PRECEPTING
AUTHORITIES
PROVISION

SECTION 106 (S106)

SECTION 31 GRANT

GLOSSARY

The amounts remaining at the year-end on the various funds of the Council

Expenditure on the acquisition of assets either directly by the Local Authority or
indirectly in the form of grants to other persons or bodies that will give benefit for
a number of years.

Receipts from the sale of property, plant and equipment e.g. land, building etc.

The expenditure on the central administration of the Council, including the cost
of accommodation

A statutory fund maintained by the billing authority that is used to record local
taxes and non-domestic rates collected by the Council, payments to precepting
authorities, central government and its own general fund

Contribution paid by developers to Local Planning Authorities to help deliver
infrastructure to support the development of the area.

A locally determined charge based on property values and levied by a local
authority to enable it to provide services

Individuals and organisations to which the Council owe money.

Individuals and organisations who owe money to the Council

A charge to a revenue account to reflect the reduction in the useful economic
life of a fixed asset

Amounts set aside for specific purposes falling out the definition of provisions

Amount for which an asset could be sold or liability transferred in an orderly
transaction between market participants at the measurement date. In most
cases, this is the actual price paid.

A contractual right to receive economic benefits such as cash or right to receive
cash or right to favourably exchange a financial asset/liability.

A contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity. Non-exchange transactions, such as those
relating to taxes and government grants, do not give rise to financial instruments

A contractual obligation to transfer economic benefits such as an obligation to pay
over cash or unfavourably exchange a financialasset/liability

Accounting practice recommended for adoption by the accountancy profession
e.g. in relation to public reporting, accounting policies etc.

A tangible asset that yields benefit to a Council and the services it provides for a
period of more than one year

The main revenue fund of a billing authority from which day to day spending on
services (other than the provision of Council housing services) is met

International Accounting Standard

The minimum amount that must be charged to the Council’s revenue account to
be set aside to pay back debt

The charge payable on all business premises, calculated by multiplying the
rateable value of the property by the nationally set multiplier

An amount charged to the collection fund to finance services provided by
another authority e.g. County and Parish Councils

The authorities which are able to raise a precept

A fund to provide for liabilities or losses that are likely to be incurred but the
dates and amounts are uncertain

Contribution paid by developers to Local Planning Authorities in order to offset
the costs of the external effects of development under section 106 of the Town
and Country PIannlrg Act 1990.

0

Grants paid to the @@8/ aeQél Government under Section 31 of the Local
Government Finance Act 2003
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Horsham
District
Council

Date : TBC

Ernst & Young LLP
400 Capability Green
Luton

LU1 3LU

This letter of representations is provided in connection with your audit of the financial
statements of Horsham District Council (“the Council”) for the year ended 31 March 2022. We
recognise that obtaining representations from us concerning the information contained in this
letter is a significant procedure in enabling you to form an opinion as to whether the financial
statements give a true and fair view of the Council financial position of Horsham District
Council as of 31 March 2022 and of its income and expenditure for the year then ended in
accordance with CIPFA LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2021/22 (as amended by the Update to the Code and Specifications for
Future Codes for Infrastructure Assets (November 2022)).

We understand that the purpose of your audit of our financial statements is to express an
opinion thereon and that your audit was conducted in accordance with International Standards
on Auditing (UK), which involves an examination of the accounting system, internal control
and related data to the extent you considered necessary in the circumstances, and is not
designed to identify - nor necessarily be expected to disclose - all fraud, shortages, errors and
other irregularities, should any exist.

Accordingly, we make the following representations, which are true to the best of our
knowledge and belief, having made such inquiries as we considered necessary for the
purpose of appropriately informing ourselves:

A. Financial Statements and Financial Records

1. We have fulfilled our responsibilities, under the relevant statutory authorities, for the
preparation of the financial statements in accordance with the Accounts and Audit
Regulations 2015 and CIPFA LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2021/22 (as amended by the Update to the Code and Specifications
for Future Codes for Infrastructure Assets (November 2022)).

2. We acknowledge, as members of management of the Council, our responsibility for the
fair presentation of the financial statements. We believe the financial statements referred
to above give a true and fair view of the financial position, financial performance (or results
of operations) and cash flows of the Council in accordance with the CIPFA LASAAC Code
of Practice on Local Authority Accounting in the United Kingdom 2021/22 (as amended by
the Update to the Code and Specifications for Future Codes for Infrastructure Assets
(November 2022)), and are free of material misstatements, including omissions. We have
approved the financial statements.

3. The significant accounting policies adopted in the preparation of the financial statements
are appropriately described in the financial statements.

Horsham District Council, Parkside, Chart Way, Horshamlz,)\ﬁ(gt%u%soexSRmz 1RL
Telephone: 01403 215100 (calls may be recorded) www.horsham.gov.uk  Chief Executive: Glen Chipp



4. As members of management of the Council, we believe that the Council has a system of
internal controls adequate to enable the preparation of accurate financial statements in
accordance with the CIPFA LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2021/22 (as amended by the Update to the Code and Specifications
for Future Codes for Infrastructure Assets (November 2022)), that are free from material
misstatement, whether due to fraud or error. We have disclosed to you any significant
changes in our processes, controls, policies and procedures that we have made to
address the effects of the COVID-19 pandemic on our system of internal controls.

5. We believe that the effects of any unadjusted audit differences, summarised in the
accompanying schedule, accumulated by you during the current audit and pertaining to
the latest period presented are immaterial, both individually and in the aggregate, to the
financial statements taken as a whole. We have not corrected these differences identified
by and brought to the attention from the auditor because the valuations used in our
accounts are provided by our professional expert valuer, Wilks, Head and Eve. The
valuations are obtained in a timely manner to ensure they are available to us to meet the
draft publication deadline. The opinion from Wilks, Head and Eve was that the valuations
were still reasonable at 31 March 2022.

B. Non-compliance with law and regulations, including fraud

1. We acknowledge that we are responsible to determine that the Council’s activities are
conducted in accordance with laws and regulations and that we are responsible to identify
and address any non-compliance with applicable laws and regulations, including fraud.

2. We acknowledge that we are responsible for the design, implementation and maintenance
of internal controls to prevent and detect fraud.

3. We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

4. We have no knowledge of any identified or suspected non-compliance with laws or
regulations, including fraud that may have affected the Council (regardless of the source
or form and including without limitation, any allegations by “whistleblowers”), including
non-compliance matters:

¢ involving financial improprieties;

¢ related to laws and regulations that have a direct effect on the determination of
material amounts and disclosures in the Council’s financial statements;

¢ related to laws and regulations that have an indirect effect on amounts and
disclosures in the financial statements, but compliance with which may be
fundamental to the operations of the Council’s activities, its ability to continue to
operate, or to avoid material penalties;

¢ involving management, or employees who have significant roles in internal
controls, or others; or

¢ inrelation to any allegations of fraud, suspected fraud or other non-compliance
with laws and regulations communicated by employees, former employees,
analysts, regulators or others.

C. Information Provided and Completeness of Information and Transactions

1. We have provided you with:

Horsham District Council, Parkside, Chart Way, Horls:i?rg, %eg'l(guq,sex RH12 1RL
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o Access to all information of which we are aware that is relevant to the preparation of
the financial statements such as records, documentation and other matters;

o Additional information that you have requested from us for the purpose of the audit;
and

o Unrestricted access to persons within the entity from whom you determined it
necessary to obtain audit evidence.

2. All material transactions have been recorded in the accounting records and all material
transactions, events and conditions are reflected in the financial statements, including
those related to the COVID-19 pandemic.

3. We have made available to you all minutes of the meetings of the Council, Cabinet and
Audit Committees held through the year to the most recent meeting on the following date:
12 July 2023.

4. We confirm the completeness of information provided regarding the identification of
related parties. We have disclosed to you the identity of the Council’s related parties and
all related party relationships and transactions of which we are aware, including sales,
purchases, loans, transfers of assets, liabilities and services, leasing arrangements,
guarantees, non-monetary transactions and transactions for no consideration for the
period ended, as well as related balances due to or from such parties at the year end.
These transactions have been appropriately accounted for and disclosed in the financial
statements.

5.  We believe that the methods, significant assumptions and the data we used in making
accounting estimates and related disclosures are appropriate and consistently applied to
achieve recognition, measurement and disclosure that is in accordance with CIPFA
LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2021/22
(as amended by the Update to the Code and Specifications for Future Codes for
Infrastructure Assets (November 2022)).

6. We have disclosed to you, and the Council has complied with, all aspects of contractual
agreements that could have a material effect on the financial statements in the event of
non-compliance, including all covenants, conditions or other requirements of all
outstanding debt.

7. From the date of our last management representation letter through the date of this letter
we have disclosed to you, to the extent that we are aware, any unauthorized access to
our information technology systems that either occurred or to the best of our knowledge is
reasonably likely to have occurred based on our investigation, including of reports
submitted to us by third parties (including regulatory agencies, law enforcement agencies
and security consultants), to the extent that such unauthorized access to our information
technology systems is reasonably likely to have a material impact to the financial
statements, in each case or in the aggregate.

D. Liabilities and Contingencies
1. All liabilities and contingencies, including those associated with guarantees, whether
written or oral, have been disclosed to you and are appropriately reflected in the financial

statements.

2. We have informed you of all outstanding and possible litigation and claims, whether or not
they have been discussed with legal counsel.

Horsham District Council, Parkside, Chart Way, HorshamF,)\ﬁigt%u%st?Rmz 1RL
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3. We have recorded and/or disclosed, as appropriate, all liabilities related litigation and
claims, both actual and contingent, and have disclosed in Note 31 to the financial
statements all guarantees that we have given to third parties.

E. Going Concern

1. Note 32 to the financial statements discloses all the matters of which we are aware that
are relevant to the Council’s ability to continue as a going concern, including significant
conditions and events, our plans for future action, and the feasibility of those plans.

F. Subsequent Events

1. There have been no events, including events related to the COVID-19 pandemic,
subsequent to period end which require adjustment of or disclosure in the financial
statements or notes thereto.

G. Other information

1. We acknowledge our responsibility for the preparation of the other information. The other
information comprises the Narrative Report.

2. We confirm that the content contained within the other information is consistent with the
financial statements.

H. Other information

1. We acknowledge our responsibility for the preparation of the other information. The other
information comprises of the Narrative Statement

2. We confirm that the content contained within the other information is consistent with the
financial statements.

I. Use of the Work of a Specialist

1.  We agree with the findings of the specialists that we engaged to evaluate the valuation of
land and buildings and investment property, in the calculation of the NDR appeals
provision, in generating the IAS19 pension and have adequately considered the
qualifications of the specialists in determining the amounts and disclosures included in the
financial statements and the underlying accounting records. We did not give or cause any
instructions to be given to the specialists with respect to the values or amounts derived in
an attempt to bias their work, and we are not otherwise aware of any matters that have
had an effect on the independence or objectivity of the specialists.

[

. Estimates

1. We confirm that the significant judgments made in making the valuation of land and
buildings and investment property, in the calculation of the NDR appeals provision, and in
generating the IAS19 pension (“the accounting estimates”) have taken into account all
relevant information and the effects of the COVID-19 pandemic of which we are aware.

2. We believe that the selection or application of the methods, assumptions and data used by
us have been consistently and appropriately applied or used in making the accounting
estimates.

3. We confirm that the significant assumptions used in making the accounting estimates
appropriately reflect our intent and ability to carry out the specific courses of action on
behalf of the entity.

Horsham District Council, Parkside, Chart Way, Horls:i?rg, %eg'l(guassex RH12 1RL
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4. We confirm that the disclosures made in the financial statements with respect to the
accounting estimate(s), including those describing estimation uncertainty and the effects of
the COVID-19 pandemic, are complete and are reasonable in the context of CIPFA
LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2021/22
(as amended by the Update to the Code and Specifications for Future Codes for
Infrastructure Assets (November 2022)).

5. We confirm that appropriate specialized skills or expertise has been applied in making the
accounting estimates.

6. We confirm that no adjustments are required to the accounting estimates and disclosures
in the financial statements, including due to the COVID-19 pandemic.

K. Retirement benefits
1. On the basis of the process established by us and having made appropriate enquiries, we
are satisfied that the actuarial assumptions underlying the scheme liabilities are

consistent with our knowledge of the business. All significant retirement benefits and all
settlements and curtailments have been identified and properly accounted for.

Yours faithfully,

Dominic Bradley - Director of Corporate Resources

Mike Wood - Chairman of the Audit Committee

Horsham District Council, Parkside, Chart Way, Horshamlz,)\ﬁ(gt%u%soengmz 1RL
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Communication schedule for uncorrected misstatements

Entity: [Horsham District Council

Period Ended: 31-Mar-2022

Currency:

Uncorrected misstatements

Analysis of misstatements Debit/(Credit)

T abed

Form 430GL+UKI (14 September 2022)

Current year income before tax

Current year income after tax

29,589,000
29,589,000

No. W/P ref. Account Assets Assets Liabilities Liabilities Equity Effect on the | Income statement effect Income statement effect of
Current Non-current Current Non-current components current period of the current period the prior period
ocl
(misstatements are recorded as journal entries with a Debit/(Credit) Debit/(Credit) Debit/(Credit) Debit/(Credit) Debit/(Credit) Debit/(Credit) | Debit/(Credit) Non Prior period Non
description) taxable Debit/(Credit) taxable
IJudgmentaI misstatements: I
1 Difference in WHE valuations and our recalculations due to location factory changing from 1.08 in December 2021 to 1.11 in March 2022.
PPE 1,055,000 X
CIES / Revaluation Reserve (1,055,000) X
IFactuaI misstatements: I
2 Updated valuation obtained from WHE for Swan Walk and supplied to EYRE but no adjustment made for the new valuation in the financial statements
PPE 98,400 X
CIES / Revaluation Reserve (98,400) X
OllTotaI of uncorrected misstatements before income tax 0] 1,153,400| 0] 0] 0] (1,153,400)| 0| E
[Fotal of uncorrected misstatements 0] 1,153,400] 0] 0] o] (1,153,400)] 0] C—9
Financial statement amounts 61,896,000] 236,961,000] 29,801,000] 25,275,000] 243,780,000] 29,589,000 19,586,000
Effect of uncorrected misstatements on F/S amounts 0.0%] 0.5%] 0.0%] 0.0%] 0.0%]
Memo: Total of non-taxable items (marked ‘X' above) :I I:l
Uncorrected misstatements before income tax | 0.0%I OI E
Less: Tax effect of misstatements at current year marginal rate [ 0% | 0] |:|
Uncorrected misstatements in income tax I:l I:l
Cumulative effect of uncorrected misstatements after tax but before turnaround | 0.0%] 0] E
Turnaround effect of prior period uncorrected misstatements After tax Memo: Before tax
All factual and projected misstatements: 0] 0]
Judgmental misstatements: | 0]
Cumulative effect of uncorrected misstatements, after turnaround effect 0.0%] 0]




Agenda Item 7

Report to Audit Committee Horsham
By the Chief Internal Auditor Council

INFORMATION REPORT

Not Exempt

Internal Audit — Annual Report and Opinion 2022/23

Executive Summary

This report has been compiled to:

e Provide an overall annual opinion on the adequacy of the Council’s governance
arrangements, risk management systems and control environment.

e Summarise performance against key indicators.
No assurance can ever be absolute; however, based on the internal audit work completed, the
Chief Internal Auditor is able to provide ‘reasonable’ assurance that Horsham District Council

has in place an adequate and effective framework of governance, risk management and
internal control for the period 1 April 2022 to 31 March 2023.

Recommendations

i) To note the annual opinion of the Chief Internal Auditor on the overall adequacy and
effectiveness of the Council’s internal control environment, governance and risk
management systems (Annexe A).

i) To note the performance of Orbis Internal Audit against performance targets.

Reasons for Recommendations

i) To comply with the requirements set out in the Public Sector Internal Auditing
Standards.
i) The Audit Committee is responsible for reviewing the effectiveness of the Council’s

system of internal control.

Background Papers: Internal Audit Reports and Quality Assurance Self-Assessment.
Consultation: N/A

Wards affected: All

Contact: Paul Miller, Chief Internal Auditor, 07885-381446
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Background Information

1.

1.1

1.2

1.3

Introduction and Background

Annual Report and Opinion

The 2022/23 internal audit plan was approved by this committee in March 2022.
All reviews have been completed, and our Annual Report and Opinion for the
year is attached as Annexe A.

Quarter 4 Update

The Audit Committee receives periodic reports on the work carried out by the
Internal Audit service as part of the Council’s governance arrangements. Please
see Annexe B for the summary of work undertaken by Internal Audit during
Quarter 4 (18t January to 31t March 2023).

Staffing

The Horsham internal audit plan has been delivered by the Orbis Internal Audit
Partnership in accordance with professional standards (see below). All auditors
have the requisite skills and experience to effectively fulfil their responsibilities,
and all auditors who have managed work for Horsham D.C during 2022/23 are
professionally qualified. All work is overseen by the Chief Internal Auditor who is
CMIIA qualified.

2 Relevant Policy / Professional Standards

2.1

2.2

Statutory Background

The Accounts and Audit (England) Regulations 2015 state that: “A relevant
authority must undertake an effective internal audit to evaluate the effectiveness
of its risk management, control and governance processes, taking into account
public sector internal auditing standards or guidance.” This responsibility is
discharged through the Orbis Internal Audit team.

Relevant Professional Standards

Internal Audit follows the standards set out in the Public Sector Internal Audit
Standards (last revised in 2017).

The Chief Internal Auditor is required to report on an annual basis to provide an

opinion on the overall adequacy and effectiveness of the Council’s governance
arrangements, risk management systems and internal control environment.
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2.3

3.1

3.2

Relevant Council Policy

The Council’'s Constitution supports the statutory requirements outlined above.
Financial Procedure Rule 4e 27 states that: “The Chief Finance Officer ensures
the Council has appropriate arrangements in place to maintain an adequate and
effective internal audit. The terms of reference for Internal Audit are detailed in
the Council’s Internal Audit Charter which is approved and reviewed annually by
the Audit Committee”.

Service Quality and Performance

As explained above, the Council’s Internal Audit service is operated in
accordance with the Public Sector Internal Audit Standards (PSIAS) which came
into effect on 1st April 2013 (amended in 2017). The standards require that an
external quality assessment is undertaken every five years by a qualified,
independent assessor or assessment team from outside the organisation. The
Internal Audit service at Horsham, which is provided by the Orbis Internal Audit
Partnership, was externally reviewed by the Chartered Institute of Internal
Auditors in the autumn of 2022. The overall conclusion was that the service had
achieved the highest level of conformance and is fully complying with the
professional standards. As well as self-assessing against the standards every
year, performance of the service is also monitored through a range of
performance indicators, the results of which are contained within Appendix A of
the annual report.

The Internal Audit service has maintained its independence throughout 2022/23
in accordance with the Audit Charter.

Next Steps

Not applicable.

Outcome of Consultations

Heads of Service / Service managers are consulted during each audit. At the end
of each review, audit findings and draft reports are discussed with the Heads of
Service at a final meeting, and actions are agreed. An action plan is incorporated
into the final report including details of responsible officers and agreed

implementation dates. There are occasions when a director may also be
consulted, particularly for audits which span a number of departments.

Other Courses of Action Considered but Rejected

Not applicable.
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10.

11.

12.

13.

Resource Consequences
This report includes a summary of information about the work undertaken by

Orbis Internal Audit on behalf of Horsham District Council, and therefore there are
no direct financial or HR consequences.

Legal Considerations and implications

There are no legal consequences. Where compliance issues are identified during
audit fieldwork, the Head of Legal & Democratic Services (or relevant legal
specialist) will be consulted.

Risk Assessment

All internal audit work is undertaken using a risk-based approach.

Procurement implications

There are no procurement implications arising from this report as this report is for
noting.

Equalities and human rights implications / public sector equality
Duty

There are no implications under equalities and human rights nor the public sector
equality duty as this report is for noting.

Environmental implications
There are no environmental implications as this report is for noting.
Other Considerations

There are no consequences arising from GDPR / Data Protection or crime and
disorder as this report is for noting.
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1. Internal Control and the Role of Internal Audit

1.1 All local authorities must make proper provision for internal audit in line with the 1972
Local Government Act (S151) and the Accounts and Audit Regulations 2015. The full role
and scope of the Council’s Internal Audit Service is set out within our Internal Audit Charter.

1.2 It is a management responsibility to establish and maintain internal control systems
and to ensure that resources are properly applied, risks appropriately managed, and
outcomes achieved.

1.3 Annually the Chief Internal Auditor is required to provide an overall opinion on the
Council’s internal control environment, risk management arrangements and governance
framework to support the Annual Governance Statement.

2, Delivery of the Internal Audit Plan

2.1 The Council’s Internal Audit Strategy and Plan is updated each year based on a
combination of management’s assessment of risk (including that set out within the corporate
and departmental risk registers) and our own risk assessment of the Council’s major
systems and other auditable areas. The process of producing the plan involves extensive
consultation with a range of stakeholders to ensure that their views on risks and current
issues, within individual departments and corporately, are identified and considered.

2.2 We have been able to deliver sufficient audit and assurance activity within the year to
enable us to form an overall annual audit opinion for the Council in the normal way.

2.3 All adjustments to the audit plan were agreed with the relevant departments and
reported throughout the year to the Audit Committee as part of our periodic internal audit
progress reports. We are pleased to report that all audits were completed during the 2022/23
year.

3. Audit Opinion

3.1 No assurance can ever be absolute; however, based on the internal audit work
completed, the Chief Internal Auditor can provide reasonable' assurance that Horsham
District Council has in place an adequate and effective framework of governance, risk
management and internal control for the period 1 April 2022 to 31 March 2023.

3.2 Further information on the basis of this opinion is provided below. Overall, whilst the
majority of audit opinions issued in the year were generally positive, internal audit activities
have identified a few areas where the operation of internal controls has not been fully
effective, as reflected by the three partial and one minimal assurances issued in the year.

3.3 Where improvements in controls are required as a result of our work, we have
agreed appropriate remedial action with management.

4. Basis of Opinion
4.1 The opinion and the level of assurance given takes into account:

¢ All audit work completed during 2022/23, planned and unplanned;
e Follow up of actions from previous audits;
¢ Management responses to audit findings;

" This opinion is based on the activities set out in paragraph 4 below. It is therefore important to emphasise that it is not
possible or practicable to audit all activities of the Council within a sirgle year.
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e Ongoing advice and liaison with management, including regular attendance by the Chief
Internal Auditor at organisational meetings relating to risk, governance and internal
control;

o Effects of significant changes in the Council’s systems;

The extent of resources available to deliver the audit plan;

e Quality of the internal audit service’s performance.

4.2 No limitations have been placed on the scope of Internal Audit during 2022/23.
Additional work was also undertaken which included three central government grant
certiifcations; bespoke risk management training to officers; compilation of declaration of
interest reports for each head of service; and audit advice relating to the payroll function
following a change in officer roles and responsibilities. The additional work has been
reported to the Senior Leadership Team and Audit Committee as part of our quarterly
progress reports.

5. Key Internal Audit Issues for 2022/23

5.1 The overall audit opinion should be read in conjunction with the key issues set out in
the following paragraphs. These issues, and the overall opinion, have been taken into
account when preparing and approving the Council’'s Annual Governance Statement.

5.2 The internal audit plan is delivered each year through a combination of formal
reviews with standard audit opinions; direct support for projects and new system initiatives;
investigations; and ad hoc advice. The following graph provides a summary of the outcomes
from all audits finalised over the past four years:

Audit Opinions

25
20

15

ﬂ IIII I III' R IIII

Substantial Reasonable Partial Minimal Mon Opinion*

[¥;]

m2022/23 W2021/22 m2020/21 m2019/20

*Non Opinion: Includes grant certifications and audit reports where we did not give a specific audit opinion.

5.3 A full listing of all completed audits and opinions for the year is included in Appendix
B, along with an explanation of each of the assurance levels.

54 A total of four audits received a partial or minimal assurance opinion within the year,
as follows:
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Parking Income (Partial Assurance)

Fleet Management (Partial Assurance)

Land Charges (Partial Assurance)

Capitol Bar & Catering Facility (Minimal Assurance)

5.5 Whilst actions arising from these reviews will be followed up by Internal Audit, it is
important that management continue to take prompt action to secure the necessary
improvements in internal control.

Key Financial Systems

5.6 Given the substantial values involved, each year a significant proportion of our time is
spent reviewing the Council’s key financial systems. Of those completed during 2022/23, all
have resulted in either a substantial or reasonable assurance opinion being provided over
the control environment, with the exception of Parking Income which will be formally followed
up in 2023/24.

Other Internal Audit Activity

5.7 During the year, internal audit has continued to provide advice, support and
independent challenge to the organisation on risk, governance and internal control matters
across a range of areas. This includes participation in the following groups:

Officer Corporate Governance Group

Officer Risk Management Group

Heads of Service Meetings

Managers’ Conferences and Managers’ Forums

5.8 As well as actively contributing to, and advising these groups, we utilise the
intelligence gained from the discussions to inform our own current and future work
programmes to help ensure our work continues to focus on the most important risk areas.

Anti-Fraud and Corruption — Summary of Activity

5.9 Horsham DC has in place a Counter Fraud Strategy that sets out its commitment to
preventing, detecting and deterring fraud.

5.10 Internal Audit coordinated the submission of Council datasets for the biennial NFI
exercise. The results from the data matching were provided to the Council in January 2023
and Internal Audit will be liaising with the relevant departments to ensure that flagged
matches are investigated and actioned appropriately. This work is underway.

5.11 Fraud risk assessments are regularly reviewed to ensure that the current fraud threat
to the Council has been considered and appropriate mitigating actions identified.

5.12 During 2022/23, the Internal Audit Counter Fraud Team continued to deliver both
reactive and proactive fraud services, which included a Cyber Fraud Awareness training
session to the Horsham Managers’ Conference in December 2022.

5.13 Any internal control weaknesses identified during our investigation work are reported
to management, and actions for improvement are agreed. This work is also used to inform
future Internal Audit activity.

5.14  Whilst it is our opinion that the control environment in relation to fraud and corruption
is satisfactory, and the incidence of fraud is considered low for an organisation of this size
and diversity, we continue to be alert to the risk of fraud. This includes working with local
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fraud hubs, the aim of which is to deliver a strong and co-ordinated approach to preventing,
detecting and responding to fraud. Internal Audit continues to be proactive in the
identification and prevention of potential fraud and corruption activity across the Authority
and in raising awareness amongst staff.

Amendments to the Audit Plan

5.15 In accordance with proper professional practice, the Internal Audit plan for the year
was kept under regular review to ensure that the service continued to focus its resources in
the highest priority areas based on an assessment of risk. Additional work was undertaken,
which included three central government grant certifications.

5.16 In order to allow this additional work to take place, a full audit of the new Private
Sector Leasing Scheme (PSL) was deferred. This change was been made as a result of
later than expected implementation of the new system, and the absence of data to test.
Instead, we examined the PSL process, providing advice where appropriate, and we will
undertake a full review in 2023/24.

6. Internal Audit Performance

6.1 The Public Sector Internal Audit Standards (PSIAS) require the internal audit service
to be reviewed annually against the Standards, supplemented with a full and independent
external assessment at least every five years. The following paragraphs provide a summary
of our performance during 2022/23, including the results of our second independent PSIAS
assessment; an update on our Quality Assurance and Improvement Programme; and the
year end results against our agreed targets.

PSIAS

6.2 The Standards cover the following aspects of internal audit, all of which were
independently assessed during the Autumn 2022 review undertaklen by the Chartered
Institute of Internal Auditors.

Purpose, authority and responsibility;
Independence and objectivity;
Proficiency and due professional care;
Quality assurance and improvement programme;
Managing the internal audit activity;
Nature of work;

Engagement planning;

Performing the engagement;
Communicating results;

Monitoring progress;

Communicating the acceptance of risks.

6.3 The results of the Chartered Institute of Internal Auditors review concluded that Orbis
Internal Audit is achieving the highest level of conformance available against professional
standards with no areas of non-compliance identified, and therefore no formal
recommendations for improvement arising.

Key Service Targets

6.4 Performance against our previously agreed service targets is set out in Appendix A.
Overall, client satisfaction levels remain high, demonstrated through the results of our post
audit questionnaires, discussions with key stakeholders throughout the year, and annual
consultation meetings with senior officers.
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6.5 There was only one report still in draft at the year end, which has now been finalised
and issued.

6.6 Significantly, we have completed 100% of the 2022/23 audit plan, exceeding our
target of 90%.

6.7 Internal audit will continue to liaise with the Council’s external auditors (Ernst &
Young) to ensure that the Council obtains maximum value from the combined audit
resources available.

6.8 In addition to this annual summary, the Senior Leadership Team (SLT) and the Audit

Committee will continue to receive performance information on internal audit throughout the
year as part of our quarterly progress reports.
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Internal Audit Performance Indicators 2022/23

RAG

Score

Appendix A

Actual
Performance

Aspect of Orbis IA
Service Performance
Indicator

Quality Annual Audit Plan By end April
agreed by Audit
Committee
Annual Audit Report | By end July
and Opinion
Customer 90%
Satisfaction Levels satisfied

Productivity | Audit Plan — 90%

and completion to draft

Process report stage

Efficiency

Compliance | Public Sector Conforms

with Internal Audit

Professional | Standards

Standards
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2023/24 Internal Audit
Strategy and Annual Audit
Plan formally approved by
the Audit Committee 29t
March 2023.

2021/22 report presented
to the Audit Committee on
29th June 2022.

100%

100%

Dec 2022 - External
Quality Assurance
completed by the Institute
of Internal Auditors (lIA).
Orbis Internal Audit was
assessed as achieving the
highest level of
conformance available
against professional
standards with no areas of
non-compliance identified,
and therefore no formal
recommendations for
improvement arising.

In summary the service

was assessed as:

* Excellent in:

- Reflection of the
Standards

- Focus on
performance, risk, and
adding value

* Good in:

- Operating with
efficiency

- Quality Assurance and
Improvement
Programme

« Satisfactory in:
Coordinating and
maximising assurance




Aspect of
Service

Orbis IA
Performance

RAG
Score

Target

Actual
Performance

Indicator

Relevant legislation | Conforms

such as the Police

and Criminal

Evidence Act,

Criminal Procedures

and Investigations

Act
Outcome Implementation of 95% for high
and degree | management actions | priority
of influence | agreed in response | agreed

to audit findings actions
Our staff Professionally 80%

Qualified/Accredited

2 Includes part-qualified staff
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Appendix B

Summary of Opinions for Internal Audit Reports issued during 2022/23

Substantial Assurance:

(Explanation of assurance levels provided at the bottom of this document)

Audit Title

Department

Payroll

Finance & Performance

Corporate Compliance (Housing)

Housing & Community

Corporate Compliance - Community Safety, Health &
Wellbeing - Follow-up

Housing & Community

Parks & Countryside (Corporate Compliance) - Follow up

Leisure & Culture

Reasonable Assurance:

Audit Title

Department

Accounts Payable

Finance & Performance

Accounts Receivable

Finance & Performance

Treasury Management

Finance & Performance

Purchase Cards - Follow up

Finance & Performance

Email Communication (Personal and Sensitive
Encryption)

Customer & Digital Services

IT Strategic & Operational Risk Management
Arrangements

Customer & Digital Services

ANPR Computer Application

Environmental Health & Licensing

Strategic Planning (Corporate Compliance)

Strategic Planning

Contract Management

Resources

Food Inspections

Environmental Health & Licensing

Electoral Registration, including Canvassing

Legal & Democratic Services

Land & Property Acquisition & Disposal

Property & Facilities

Surveillance Cameras - Follow-up

Housing & Community

Emergency Planning - Follow-up

HR & OD

Business Waste - Follow up

Recycling & Waste

Capitol (Cultural Compliance) - Follow up

Leisure & Culture

Hop Oast Depot (Corporate Compliance) - Follow up

Recycling & Waste

Council Tax

Revenues & Benefits (Milton Keynes)

Business Rates

Revenues & Benefits (Milton Keynes)

Housing & Council Tax Benefits

Revenues & Benefits (Milton Keynes)
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Partial Assurance:

Audit Title

Department

Parking Income

Parking Services

Land Charges

Development & Building Control

Fleet Management

Recycling & Waste

Minimal Assurance:

Audit Title

Department

Capitol - Bar & Catering Facility

Leisure & Culture

Other Audit Activity undertaken during 2022/23 (including direct support for projects,

new system initiatives and grant certifications):

Audit Title

Department

PRS (Project Governance)

Resources

Private Sector Leasing Scheme

Housing & Community

COMF Grant Certification

Environmental Health & Licensing

Protect & Vaccinate Grant Certification

Housing & Community

Biodiversity Net Gain Grant Certification

Strategic Planning

Audit Opinions and Definitions

Opinion Definition

Substantial | Controls are in place and are operating as expected to manage key risks to the
Assurance | achievement of system or service objectives.

Reasonable | Most controls are in place and are operating as expected to manage key risks to
Assurance | the achievement of system or service objectives.

Partial There are weaknesses in the system of control and/or the level of non-compliance
Assurance | is such as to put the achievement of the system or service objectives at risk.

Controls are generally weak or non-existent, leaving the system open to the risk of
significant error or fraud. There is a high risk to the ability of the system/service to
meet its objectives.

Minimal
Assurance
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

The Capitol - Bar and Catering

1.1 The Capitol is an arts and cultural venue in Horsham town centre, owned and operated by the
Council. The bar and catering function within the venue was previously outsourced and has
recently been brought back in-house.

1.2 The purpose of the audit was to provide assurance that controls are in place to meet the following

objectives:

o All income due is received and banked appropriately.

) Assets are appropriately safeguarded.

o Secure arrangements are in place to manage cash handing processes.

1.3 Overall, we provided an opinion of Minimal Assurance over the control environment.

14 A total of two high and five medium risk priority actions were identified, and the following
improvements have been agreed with management:

e Allinvoices for purchases will be subject to second approval from the Venue Manager.

¢ An independent permanent member of management will carry out regular stock takes which
will be recorded. In addition, a monthly stock take report will be checked and signed off by the
Venue Manager.

¢ Reasons for wastage have now been created on the Electronic Point of Sale system.
Administration errors and discrepancy reasons within a stock will be recorded within the
monthly stock report. Trends and patterns to mitigate loss will be recorded within the monthly
stock report.

e Surplus and/or deficit on the cash float will be recorded on the reconciliation sheet with an
explanation. Any surplus float will be banked.

e Any refunds issued by staff will be limited to £50, and a refund report will be run on a weekly
basis to reconcile refunds made by bar staff.

¢ Training for bar staff, with manual handling and slips trips and falls, will be implemented.

1.5 There is considerable reliance upon temporary staff to run this relatively small operation, and there
is also limited management capacity available to manage the establishment. It is acknowledged,
therefore, that it would be impractical to implement the same levels of control that would be
expected for a larger multi-purpose arts venue. With value for money in mind, a proportionate
approach has been taken when agreeing actions with the responsible Head of Service, and after
careful consideration, the control actions have been fully endorsed by the Senior Leadership Team.

1.6 We will undertake a follow-up audit during 2023/24 to ensure that the actions agreed with
management have been implemented.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

Parking Income

1.7 Car parking revenue is an important income stream for the Council. In 2021/22, this amounted to
approximately £4.5m (excluding grants) for on and off-street parking, parking permits, and
penalty charge notices (PCN’s).

1.8 The purpose of the audit was to provide assurance that controls are in place to meet the following
objectives:

There are secure and effective cash banking processes in place for all parking income.

Regular reconciliations are undertaken to ensure that all parking income is collected and
banked, and any discrepancies are promptly investigated.

There is effective monitoring of income trends to help identify theft, machine breakdown
or other anomalies.

External contractors involved with the collection of car parking income are performing in
accordance with contract and service requirements.

Payment machines are properly maintained.

1.9 Overall, we were only able to provide an overall opinion of Partial Assurance over the control
environment.

1.10 The following improvements to controls have been agreed with management as a result:

All cash discrepancies above £5 will be investigated by the Parking Services team.

The service will ensure that they hold copies of all five contracts covering the cash collection of
parking income. Regular monitoring of performance and review meetings will then be
implemented.

Weekly monitoring of the payments made to the Council, from the cash collection services, will
be carried out to ensure the balance owed to the Council is paid over within the agreed
timeframe.

Improvements to the recording and monitoring of machine faults will be made to assist
management in monitoring repairs.

A service level agreement will be incorporated into the new maintenance contract to ensure
that a service engineer attends all multi storey car park machine faults, within a reasonable
timeframe.

1.11  We will undertake a follow-up audit during 2023/24 to ensure that the actions agreed with
management have been fully implemented.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

Fleet Management

1.12 Fleet management is the organisation and coordination of business vehicles. It refers to all the
actions that need to take place to keep a fleet running efficiently, on time, and within budget. It is
the processes used to monitor fleet activities and make decisions about asset management,
dispatch and routing, and vehicle acquisition and compliance.

1.13 Horsham District Council currently has a fleet of 61 vehicles. This includes: 7 cars, 24 light
commercial vehicles (LCVs) and pickups, 23 refuse collection vehicles (RCVs) and 7 specialist
vehicles, such as sweepers.

1.14 The purpose of the audit was to provide assurance that controls are in place to meet the following
objectives:

) There is an overarching strategic fleet management plan in place, and this links in with
the strategic objectives of the organisation.

. Robust arrangements are in place, and working effectively, regarding the acquisition and
disposal of fleet vehicles.

o Policies and procedures on the management and use of the fleet vehicles are adequate,
and these are followed at a departmental level.

o There is compliance with the national legislative requirements concerning fleet
management.

1.15 We were only able to provide an opinion of Partial Assurance, with the following improvements
having been agreed with management:

) The service will produce a Fleet Management Strategy, which will include some key
performance indicators which will help the Council to achieve its long-term objectives.

o As part of the Fleet Management Strategy, the Service will include guidance in respect of
the process for procuring and disposing of vehicles.

o The Transport Manager will ensure that information provided to the Finance team to
update the Fixed Asset Register is reviewed and includes all vehicles currently on site.
Any changes to the fleet throughout the year, sales or acquisitions, will be notified to
Finance once the transaction has been completed.

o The Transport Manager has confirmed there is a process in place for undertaking vehicle
checks and reporting defects. This process will be documented to help ensure
consistency of approach.

1.16 We will undertake a follow-up audit during 2023/24 to ensure that the actions agreed with
management have been implemented.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

Accounts Payable

1.17  Accounts Payable (AP) is the system utilised by the Council to make payments to its creditors or
suppliers.

1.18 The Accounts Payable Team is responsible for the processing of payments to suppliers using the
Technology One (T1) system, which is the Council’s main financial system.

1.19 Between 1 April 2022 and 15 December 2022, 6,827 invoices with a total value of approximately
£110m had been paid, for goods received; services rendered and precepts on behalf of Parishes;

West Sussex County Council; and the Police. The amount paid in precepts was approximately
£81.6m.

1.20 The primary purpose of this audit was to provide assurance that controls are in place to meet the
following objectives:

) Orders are only raised for goods, works and services that are needed by the Council.
) Invoices are only paid for goods, works and services that are needed by the Council.
) All payments are made to the correct vendors, for the correct amounts, at the right time

and only for goods, works or services ordered and received satisfactorily by the Council.

o Only vendors that meet the needs of the Council, and that do not already exist in the
accounting system, are set up and their details are maintained accurately.

) Transactions in the Accounts Payable System are completely and accurately transferred
to, and reflected in, the General Ledger.

1.21 Based on the work carried out, we have been able to provide an opinion of Reasonable
Assurance, with a small number of improvements having been agreed with management in the
following areas:

o The Finance department is working on updating the guidance and promoting the use of
purchase orders.

) Finance will continue to monitor the KPI for invoices paid on time and, where necessary,
provide additional training to departments.

o A third-party supplier will be engaged to undertake a check for duplicate payments during
2023/24.

Accounts Receivable
1.22  Accounts Receivable is the system used for ensuring that all income due to the Council is
collected effectively and efficiently, banked promptly, and is correctly accounted for.

1.23 Between 1 April 2022 and 31 December 2022, 25,635 invoices were raised to a value of
£15.75m, offset by 436 credit notes, with a total value of £1.75m.

1.24 The purpose of the audit was to provide assurance that controls are in place to meet the following
objectives:

o All income generating activities are identified and accurately raised to customers.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

o A customer account maintenance process is in place and operating effectively.

o Amendments to invoices are correct and authorised.

) Collection and debt recovery is managed efficiently and effectively and resources are
focused on areas of priority debt.

o Writes-offs are processed accurately and correctly authorised.

) Payments are received and recorded against the correct debtor account in a timely
manner.

o Reconciliations between the Accounts Receivable system and the General Ledger are

undertaken on a regular basis.

1.25 Overall, we have been able to provide an opinion of Reasonable Assurance over the controls
operating within the area under review. There was one notable improvement agreed with
management, which related to the prompt recovery of Community Infrastructure Levy (CIL)
monies. It was agreed that regular meetings will take place between the Finance Team and
Planning Team to discuss overdue debts and the action being taken to recover them.

Land Acquisition and Disposal

1.26 Land and property are a major resource for the Council. The efficient and effective use of these
resources is vital in achieving the Council’s strategic aims and objectives. Property and land
owned by the Council are the responsibility of the Property & Facilities Team.

1.27 The purpose of the audit was to provide assurance that controls are in place to meet the following
objectives:

) A robust and comprehensive procedure is in place for identifying land and/or property to
acquire and dispose of.

) An established framework, policy and procedures are in place for property and land
acquisitions and disposals to ensure compliance with all relevant legislation, regulations
and the Council’'s Constitution.

o Adequate financial monitoring and reporting is in place to ensure all committed
expenditure is accounted for.

1.28 We have been able to provide an opinion of Reasonable Assurance over the controls operating
within the area under review.

1.29 Roles and responsibilities for the approval of property and land acquisitions, and disposals, are
clearly documented in the Council’s Constitution.

1.30 There is a process in place for the identification of land and/or property for acquisition or disposal
with collaboration and input between the Property & Facilities Team, Legal Team, Finance Team,
and external surveyors to ensure these meet corporate objectives and due diligence is
undertaken.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

1.31

1.32

1.33

Legal requirements for land and property acquisitions and disposals are known, understood and
complied with. All transactions are recorded on the case file/management system; have their
own unique reference; documentation and correspondence is saved against each
case/transaction; and cases are closed as soon as reasonably practicable following completion of
the transaction.

Financial monitoring and reporting is in place to ensure capital assets are accurately recorded,
revalued, and depreciated as required to feed into the capital programme. In addition, insurance
cover is adequate and annual reassessments ensure changes to the property portfolio are
included.

There was one medium priority finding, and it was agreed that a Land and Property Acquisitions
and Disposals procedure will be produced. This will contain the necessary detail to enable an
officer to follow the correct processes and complete these transactions in line with the Council’s
Constitution.

Hop Oast Depot Cultural Compliance Follow-up

1.34  An opinion of minimal assurance was previously provided in respect of the 2019/20 audit of the
Hop Oast Depot. As part of our planned work for 2022/23 we agreed with management to
undertake a follow up review of this audit.

1.35 The control objectives from the original review were:

o To ensure management has put in place appropriate arrangements for monitoring
delivery of the service and assessing its performance and effectiveness.

) To ensure that there is an adequate budget setting and monitoring process in place and
that appropriate measures are taken in a timely manner to address budget pressures.

o To ensure that expenditure is only incurred for legitimate Council business and is in line
with the relevant procurement process.

o To ensure that where chargeable services are delivered, appropriate prices are set and
regularly reviewed and that all income attributable to the work undertaken by the service
is invoiced correctly.

) To ensure there is effective staff supervision and performance management including
administration of staff development and well-being in accordance with the Council’s
procedures.

) To ensure that assets purchased for the Council are held securely and are appropriately
managed.

1.36  Overall, we found that the department complied with the majority of corporate policies and
procedures we reviewed. Therefore, we have been able to provide a revised opinion of
Reasonable Assurance over the controls operating within the service as:

e Out of 17 agreed actions from the 2019/20 report, 15 have been implemented.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

¢ One new finding was identified around budget monitoring and forecasting and consequently
the service will make arrangements to work more closely with the Finance Team. This will
assist with financial management.

e Where it is not possible to raise a purchase order in advance, all manual workshop orders for
£2k and above will now be approved (and evidenced) in advance of the order being placed.

e An area for improvement was identified concerning stock checks. The Transport Manager will
carry out a physical stock check at a different time to the check undertaken by the external
company. An end of year stock certificate for consumables will be completed.

Business Waste Follow-up

1.37

1.38

1.39

Business waste (now referred to as ‘commercial’ waste) is any waste that comes from
commercial activity. The Council offers a commercial waste service, and service costs include the
provision of appropriate containers, removal and disposal of commercial waste, and advice on
the legal responsibilities of the business.

The purpose of this audit was to follow-up the agreed actions from the 2020/21 audit, in which we
gave an opinion of partial assurance. Testing did not cover those controls which were found to be
satisfactory during the previous review. The previous control objectives for the original audit
were:

e There are effective and comprehensive policies and procedures, and an approved business
strategy is in place that reflects relevant legislation.

e There are appropriate monitoring and reporting mechanisms in place to manage
performance.

e Formal contracts or agreements are in place with all customers.

e There are appropriate financial controls in place which ensure that the service generates a
surplus or breaks even.

Overall, of the nine actions from the previous review, only one has been fully implemented; one is
no longer applicable; and seven have been partially implemented. A number of the actions that
were agreed with management were dependent upon the implementation of a customer portal
system, which during the course of this audit had been delayed by the supplier, and therefore,
the actions had not been fully implemented. However, overall, we are able to provide a revised
opinion of Reasonable Assurance over the controls operating within the area under review as
short-term compensatory controls have been implemented. The following actions are
outstanding:

) A new module is due to be implemented which will enable the Bartec system to generate
annual Waste Transfer Notes (WTNs) and contracts to customers, and automatically
suspend the accounts if these documents are not received within 30 days of being sent
out. This will also enable greater accuracy in reporting.

o In 2023/24 performance indicators will be introduced, which will be reported to the
Commercial Waste Board: Percentage of Waste Transfer Notes (WTNSs) received; and
customer satisfaction.

East Sussex

‘ 1@] I County Council

Horsham District Council  page 131 Brighton & Hove NAWNAYAY SURREY

City Council

COUNTY COUNCIL



ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

Business Premises Food Inspections

1.40 There are currently around 1,400 business premises registered, that statutorily require a periodic
inspection. During 2021/22 there were 486 premises inspected by a team of five officers.

1.41 The Environmental Health Service at Horsham DC was the first to implement the Agile software
system in the country. The software was purchased in the full knowledge that it hadn’t been
tested or fully adapted for food inspections within a council.

1.42 The purpose of the audit was to provide assurance that a control framework and key processes
are in place and working as expected to meet the following objectives:

) Ensure that there is a process in place for scheduling regular but random inspections of
premises, which are carried out in accordance with a planned inspection programme.

o Ensure that the Food Hygiene Rating System is operating effectively & in accordance with
government guidelines.

) Ensure that appropriate records and databases are maintained for the management and
control of food and premises inspections which are compliant with data protection
legislation.

o Ensure that up to date policies and procedures are in place, which detail processes to be
followed and ensure that Foods Standards Agency requirements are covered.

) Ensure that processes and procedures in place to monitor the quality of inspections and
performance of officers carrying out inspections.

1.43 As a result of our work, we were able to provide an opinion of Reasonable Assurance in this
area. We found that although inspections had fallen behind, due to the Covid-19 pandemic, the
service is predicting that they should be back up to date by October 2023. This is due to regular
and random inspections of all food establishments being carried out in accordance with a
planned inspection programme. Our testing found that the Food Hygiene Rating System is
operating effectively and in accordance with the current government guidelines. Furthermore, an
independent quality review of all ratings is routinely undertaken by the service.

1.44 Some areas were identified to help further improve the overall controls in place, which included
measures to:

e Carry out a thorough review of all premises transferred, via data migration, onto the new
system. This will ensure all premises within the Horsham area can be identified for food
safety inspections.

e Ensure GDPR and Data Protection regulations are not breached by securing all paper
records pending the implementation of handheld tablets for inspections.

¢ Update documented policies and procedures for the team, which will be saved on the team’s
shared drive.

¢ Putinto place a contingency report, to enable the completion of the Food Standard Agency’s
statutory annual return.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

Surveillance Cameras Follow-up

1.45 The Protection of Freedoms Act 2012 (PoFA) introduced the regulation of public space
surveillance cameras in England and Wales. As a result, a surveillance camera code of practice
was issued by the Secretary of State through the Surveillance Camera Commissioner to ensure
that the use of cameras in public places is regulated and only used in pursuit of a specified
purpose.

1.46 A Surveillance Cameras audit was completed in 2021/22 and we provided an audit opinion of
partial assurance. As part of our planned work for 2022/23 we had agreed with management to
undertake a follow up review of this audit.

1.47 The primary purpose of this audit was to follow-up the agreed actions, this was completed with
regard to the control objectives from the original audit:

o Deployment of surveillance camera systems in public spaces is effective, proportionate,
and transparent.

) The use of new and existing surveillance camera systems complies with the Surveillance
Camera Commissioner’s code of practice.

. Personal information captured from surveillance camera systems are managed in
accordance with the requirements of GDPR and the Data Protection Act.

1.48 Overall, we have been able to provide a revised opinion of Reasonable Assurance. From the
original audit report, we followed up eight agreed actions, and were provided with the necessary
evidence to confirm that five of those actions have been fully implemented and are operating in
compliance with the Surveillance Camera Code of Practice. Two of the actions from the original
audit have been partially implemented, and one low priority action has not yet been implemented.
It has been agreed that the following improvements will be actioned by the end of June 2023:

e The Information Governance Officer will progress those Data Protection Impact Assessments
that are incomplete, some of which were in draft stage at the time of our follow up review,
ensuring that these are completed by collaborating with the responsible officers.

e Signage/Privacy Notices will be improved at the Capitol venue.

e CCTV users will be reminded of their operational responsibilities in terms of equipment
functionality.

ANPR (Automatic Number Plate Recognition) Computer Application

1.49 The Automatic Number Plate Recognition (ANPR) car park system is in place to allow for card
and contactless payments, it also allows users to manage day permits and season tickets. An
additional key benefit of the system is that it reduces entrance and exit queues to car parks.

1.50 The system includes pay stations, cameras, barriers, back-office support, and various payment
options for four Council car parks. Remote management was a key benefit of the new system as
was an improved customer experience.

1.51 Circa £3.2 million has been collected through the system in the period April 2022 to February
2023, of which £2.8 million was through card transactions.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

1.52 The purpose of the audit was to provide assurance that controls are in place to meet the following
objectives:

) System access is restricted to appropriately authorised individuals and the permissions
provided to those users are in line with job functions.

o Data processed through interfaces is authorised, accurate, complete, securely processed
and written to the appropriate file.

) Outputs produced by the system are complete, accurate, reliable, distributed on time and
with confidentiality where appropriate.

o System updates and enhancements are performed in a consistent manner and subject to
sufficient testing and authorisation before implementation.

o Appropriate support arrangements are in place to manage changes within the system.

1.53 Based on the testing undertaken, we have been able to provide an opinion of Reasonable
Assurance over the controls operating within the area under review because:

e The system is managed by an accountable person who takes on the role of the system
owner. They are the point of contact with the system provider and take on the role of system
administrator when setting up new users and completing requests for additional information
and reports.

e Since the audit began, regular meetings with the system provider are now in place. This has
provided additional support and knowledge to the system administrator which has helped to
make improvements to the system.

e The system provider has recently started to notify the Council of any system changes and
improvements via a ‘portal’. This will allow the system administrator to review and evaluate
these and communicate any changes to key users prior to the change being applied.

1.54 A few medium priority findings were raised, and the following improvements have been agreed
with management:

e The system supplier will be contacted to request that the system is configured to enforce
regular password changes and change of password on initial log-on.

e The system supplier will be contacted to request that the number of unsuccessful log-in
attempts are restricted. Will also check the feasibility of whether a report of unsuccessful log-
in activity is available, which could then be regularly reviewed to identify any suspicious
activity.

e The system permissions will be reviewed with the system provider to ensure all users have
the minimum permission levels required to undertake their duties.

Parks and Countryside (Corporate Compliance) Follow-up

1.55 An opinion of partial assurance was provided in respect of the 2020/21 audit of the Parks and
Countryside service. As part of our planned work for 2022/23 we agreed with management to
undertake a follow up review of this audit. This follow up review did not cover controls which were
found to be satisfactory during the previous review.
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ANNEXE B

Summary of Key Audit Findings for Quarter 4 2022/23

1.56 The control objectives from the original review were:

o To ensure management has put in place appropriate arrangements for monitoring
delivery of the service and assessing its performance and effectiveness.

o All key activities undertaken by the team are conducted in accordance with the Council’s
policies and procedures and comply with basic internal controls.

o Robust management arrangements are in place and all members of staff are subject to
appropriate management and supervision.

o Expenditure is only incurred for legitimate Council business and is in line with the relevant
procurement process.

1.57 We were able to provide an opinion of Substantial Assurance with all previously agreed actions
now implemented.

1.58 There were just a few areas where the control environment could be improved which related to
reviewing the departmental risk register to ensure it captures new and emerging risks that relate
specifically to the Parks and Countryside service. Also, reminders will be sent, as appropriate, to
new members of staff to complete declarations of interest forms when they join the Council.
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Agenda Iltem 8

Horsham
District
Council

Report to Audit Committee

12 July 2023
By the Director of Resources
INFORMATION REPORT

Not Exempt

Internal Audit reviews of Revenues and Benefits 2022/23

Executive Summary

This report tells Councillors the outcome of the internal audit reports of Revenues and
Benefits completed by Milton Keynes’ internal audit as part of the agreement in which
Milton Keynes Council provides Horsham District Council’s Revenues and Benefits
service. The audits were completed at the end of 2022/23.

e Council tax and Benefits achieved good assurance for control environment and
compliance.

e Business Rates achieved satisfactory assurance for control environment and
compliance.

¢ In all cases the organisational impact of findings were minor because the
weaknesses identified during the review have left the Council open to low risk.

Recommendations

The Committee is recommended to:

i) Note the report and consider any further action required in response to the issues
raised.

Reasons for Recommendations

i) To comply with the requirements set out in the Public Sector Internal Audit
Standards 2013 (amended April 2017).

ii) The Audit Committee is responsible for reviewing the effectiveness of the Council’s
systems of internal control.

Background Papers None
Wards affected: Al

Contact: Dominic Bradley, Director of Resources, 01403 215300
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Background Information

1
1.1

1.2

1.3

2.1

3.2

41

5.1

Introduction and background

Milton Keynes, through the local authority partnership, now provides Horsham
District Council’'s Revenues and Benefits service. This service includes the internal
audit of these services.

Milton Keynes internal audit completed the audits of Council Tax, Housing Benefits
and Business Rates during the fourth quarter of 2022/23.

Milton Keynes’ internal audit gave their opinion of the adequacy of the system and
the compliance of the service with the system.

Relevant Council policy
Strong internal control supports Corporate Plan key success criteria 5.3 “The

Council continues to provide the quality, value for money services that people need
throughout the 2020s.”

Details

Milton Keynes’ internal audit finalised all three of the Revenues and Benefit audits
at the end of 2022/23.

Audited Area Control Environment | Compliance Impact
Council tax Good Good Minor
Business Rates | Satisfactory Satisfactory Minor
Benefits Good Good Minor

Key audit findings from the final reports are summarised in Appendix A.

Next steps

The Council’s operational manager for Revenues and Benefits will implement the
agreed actions arising from the audits within the timescale set.

Outcome of consultations

Milton Keynes’ Internal Audit consulted Horsham District Council’s Head of
Revenues and Benefits, the Operations Manager and specialist officers at the start
and throughout the review, including discussion and agreement of
recommendations. The Director of Resources agreed the outline, draft and final
reports.

Other courses of action considered but rejected

None.

Resource Consequences
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7.1

10

10.1

11.

11.1

12

121

13
13.1

Horsham District Council pays for these audits as part of its fee to Milton Keynes for
the Revenues and Benefits service. There are no resource consequences arising
from this report.

Legal considerations and implications

There are no legal consequences arising from this report because it is for
information.

Risk assessment

Milton Keynes’ internal audit use a risk-based approach when carrying out their
audits and in evaluating the importance of their findings and recommendations.

Procurement implications

There are no procurement implications arising from this report because it is for
information.

Equalities and Human Rights implications / Public Sector Equality
Duty

There are no human rights or equality implications arising from this report because
it is for information.

Environmental Implications

There are no environmental implications arising from this audit because it is for
information.

Other Considerations
There are no other considerations or implications, especially in relation to

GDPR/Data Protection; Crime & Disorder from this audit, because it is for
information.
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Appendix A

Summary of the main findings from the audits completed by Milton Keynes’ internal
Audit

Council Tax audit

Based on the completion of their fieldwork, Milton Keynes’ internal audit gave good
assurance for the control environment covering Council Tax and good assurance for
compliance.

The auditor recommended four areas of improvement:

e further work could be undertaken by the Team Leader to carry out checks of lists
maintained by the Inspector ensuring that reporting to the Valuation Office is
complete.

e consider using the system access and job roles functionality in Academy to further
restrict system access to job roles.

¢ include processes that allow for more refund transactions to be checked.

e progress recovery action with those cases that are with the new Enforcement
Agency.

Business Rates audit

Based on the completion of their fieldwork, Milton Keynes’ internal audit gave satisfactory
assurance for the control environment covering business rates and for compliance.

The auditors recommended four areas of improvement:

e ensure the Quality Assurance performance framework is completed and agreed /
implemented.

e any future decision to suspend debt recovery should be formally documented.

e ensure the suspense account on Academy is cleared of outstanding transactions.

e ensure that a data analytics & business intelligence solution is implemented to
ensure Small Business Rate Reliefs are reviewed on a regular basis.

Benefits audit

Based on the completion of their fieldwork, Milton Keynes’ internal audit gave a

good assurance opinion for the control environment covering the management of
Benefits and good assurance for compliance.

The auditors recommended improvements to recording the quality assurance processes

that have been undertaken, with more detailed supporting notes of what has actually been
checked which may help future scrutiny and error identification.

Work has commenced to implement all the actions listed above with a target date of 30
September 2023.
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Agenda Item 9

Report to Audit Committee

12 July 2023 Horsham
By the Director of Resources District
INFORMATION REPORT Council

Not exempt

Annual Governance Statement 2022/2023

Executive Summary

The annual review of the Council's governance, risk management and internal control
arrangements has been undertaken to support the production of the Annual Governance
Statement for 2022/2023. This review included information and assurance gathering
processes to ensure that the published Annual Governance Statement is correct as well as
a review of the Council's Governance framework against the best practice framework
devised by CIPFA/SOLACE.

The aim of the review process is to ensure that the Council has effective governance, risk
management and internal control processes in place to assist with accountability and the
delivery of objectives. Additionally, the review process has identified any shortfalls in these
arrangements to enable them to be addressed.

Recommendations

That the Committee is recommended:
i) To approve the Annual Governance Statement for 2022/2023.

Reasons for Recommendations

i) As part of good governance, it is important that the Annual Governance Statement is
approved by the Audit Committee

Background papers: Supporting evidence, Head of Service Assurance Statements, and
the Annual Internal Audit Report.

Consultation: The Senior Leadership Team, Monitoring Officer, Heads of Service and the
Chief Internal Auditor.

Wards affected: All
Contact: Dominic Bradley, Director of Resources.

Attachments: Appendix A: Annual Governance Statement 2022/2023
Appendix B: Local Code of Corporate Governance
Appendix C: Governance Assurance Framework
Appendix D: AGS Action Plan 2022/2023
Appendix E: AGS Action Plan 2023/2024
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Background Information

1
1.1

1.2

6.1

7.1

Introduction and background

The Accounts and Audit (England) Regulations 2015 require the Council to review,
at least annually, the effectiveness of its governance arrangements and publish an
Annual Governance Statement.

Senior officers have been consulted and supporting documentation has been
updated to reflect the current position.

Relevant Council policy

The Audit Committee is responsible for approving the Annual Governance Statement
in accordance with the Committee’s terms of reference.

Details

The Annual Governance Statement for 2022/2023 is attached in Appendix A. There
are no significant issues or concerns.

Next steps

The Audit Committee is asked to approve the final version of the Annual Governance
Statement at the June meeting.

Outcome of consultations

Key officers have been consulted when compiling the Annual Governance Statement,
including the Senior Leadership Team; Monitoring Officer; Heads of Service; and the
Chief Internal Auditor. In addition, Heads of Service have completed and signed
Annual Assurance Statements covering their areas of responsibility.

Other courses of action considered but rejected

None.

Resource consequences

There are no direct staffing consequences arising from this report.

Legal consequences

Regulation 6 of The Accounts and Audit (England) Regulations 2015 requires that:-
6.—(1) A relevant authority must, each financial year—
(a) conduct a review of the effectiveness of the system of internal control

required by regulation 3; and
(b) prepare an annual governance statement;
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8.2

9.1

10
10.1

11.

11.1

12
121

13

13.1

(2) If the relevant authority referred to in paragraph (1) is a Category 1 authority,
following the review, it must—

(a) consider the findings of the review required by paragraph (1)(a)—

(i) by a committee; or
(i) by members of the authority meeting as a whole; and

(b) approve the annual governance statement prepared in accordance with
paragraph (1)(b) by resolution of—

(i) a committee; or

(i) members of the authority meeting as a whole.

In 2016 CIPFA/SOLACE published a revised framework for Corporate Governance:
"Delivering Good Governance in Local Government Framework". This framework
provides a useful and practical update and follows seven core principles of good
governance. The Framework urges local authorities to review and report on the
effectiveness of the governance arrangements.

Risk assessment

There are no risks associated with this report.

Procurement implications

There are no procurement implications from this report.

Equalities and Human Rights implications / Public Sector Equality
Duty

This report has no effect on equalities and Human Rights.

Environmental implications
This report has no effect on the environment.

Other considerations

This report has no effect on GDPR/Data Protection, or Crime & Disorder.
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Horsham District Council
Annual Governance Statement 2022 - 2023

1.

SCOPE OF RESPONSIBILITY

Horsham District Council conducts its business in accordance with the law, regulations
and proper standards and it protects public money from waste, extravagance, or
misappropriation. The Council has a duty under the Local Government Act 1999 to make
arrangements to secure continuous improvement in the way it provides its services,
focusing on economy, efficiency, and effectiveness.

Horsham District Council approved and adopted a Local Code of Corporate Governance
on 22 March 2017. This is consistent with the principles of the Chartered Institute of
Public Finance and Accountancy (CIPFA), and Society of Local Authority Chief
Executives (SOLACE) Framework for Delivering Good Governance in Local
Government. Residents and businesses can find a copy of the Local Code on our
website. This statement explains how Horsham District Council complied with the Code
during 2022/23 and how it meets the requirements of regulation 6(1)(b), the Accounts
and Audit (England) regulations 2015 that require all relevant bodies to prepare an
Annual Governance Statement.

2. THE GOVERNANCE ASSURANCE FRAMEWORK

Horsham District Council has a Governance Assurance Framework in place for the year
ended 31 March 2023 and up to the date of the approval of the Annual Report and
Statement of Accounts for the 2022/23 financial year.

The Council’s Governance Framework explains how the Council controls and manages
its services and strategies to deliver the Council’s aims and objectives.

The core principles of the Council’s Governance Framework are:

A: Integrity; Ethical Values; the Rule of Law.

B: Openness; engaging with institutional stakeholders; engaging with individual citizens
and service users.

C: Defining Outcomes including sustainable, economic, social, and environmental
benefits.

D: Determining and planning interventions; to ensure delivery of intended outcomes.

E: Developing the capacity through leadership and other individuals.

F: Managing data, risks, and performance; robust internal control; strong public
financial management.

G: Delivering accountability through good practice in transparency, reporting and audit.

3. CORPORATE GOVERNANCE, VISION AND OBJECTIVES

The Council’'s Corporate Plan outlines the Council’s vision, aims and objectives and
aligns these with its Governance Assurance Framework. The Council approved its
Corporate Plan on 12 February 2020 and covers the period 2019 - 2023.

+ The Council aims to deliver high quality services that meet the needs of the local
community. This is set out in the Council’s Corporate Plan for Horsham which is the
core of the Council’s purpose and vision and defines the Council’s key priorities and
strategic aims.
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» The Corporate Plan is supported by the Medium-Term Financial Strategy and the
Council’'s annual budget to ensure the implications on the Council’s finances are
considered when the objectives are set.

+ Departmental strategies and service plans are developed which support the delivery
of the Corporate Plan, by identifying how each department contributes to the delivery
of the overall aims and objectives of the Council.

* The Council’s Performance Management Framework includes key performance
indicators associated with the Corporate Plan. Performance on a basket of key
corporate indicators is reported to the Senior Leadership Team, the Cabinet Leads
and to the Overview and Scrutiny Committee.

» Every report submitted to the Cabinet or regulatory committees outlines how the
recommended action helps to achieve one or more of the Corporate Plan priorities.

4. MEMBERS AND OFFICERS WORKING TOGETHER

The Council’s Constitution gives guidance on the roles and responsibilities of Members,
the Chief Executive and Chief Officers. The Governance Committee leads on changes
to the Constitution including the scheme of delegation.

The Leader, Cabinet Members, and Chairmen and Vice Chairmen of standing
committees receive briefings from senior management on a regular basis and Members
receive training as part of the induction process.

A review of governance arrangements at the Council was reported to Full Council on 27
April 2016. The Governance Review focused on ensuring Horsham District Council has
the most suitable and effective governance arrangements. The Council continues to
operate the Cabinet Executive Model supported by a number of Policy Development
Advisory Groups. The Governance Committee completed a further review of the
Constitution during 2018/19 with a particular focus on the effectiveness of planning and
decision making. This was reported to Council in April 2019. During 2020/21 the
Governance Committee completed a review of the role of the Policy Development
Advisory Groups. In addition, the operation of the Constitution is under constant review
by the Monitoring Officer in consultation with the Governance Committee to ensure that
its aims and principles are given full effect.

During 2022/23 the Overview and Scrutiny Committee carried out its work through the
whole Committee with up to three Task and Finish Groups and no standing sub-
committees.

The Council participates in a number of partnerships with other local authorities. In
particular Revenues and Benefits, Building Control, Internal Audit and Procurement. The
future of the Revenues and Benefits partnership and the Internal Audit partnership were
reviewed during 2020/21. In November 2021 Cabinet agreed to enter into a revised
partnership arrangement with Milton Keynes Council for the Revenues and Benefits
partnership. In January 2022 Cabinet agreed to extend the Orbis Internal Audit
arrangement for another five years from 1 April 2022.
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5. VALUES AND HIGH STANDARDS OF BEHAVIOUR

The Council has incorporated in its Constitution a Member Code of Conduct and an
Employee Code of Conduct. A register of declared interests is held for officers. All office-
based officers are required to submit an annual declaration as well as all officers making
declarations when needed. The extension of the officer requirement to all office-based
officers was introduced in January 2020 and officers refreshed their declarations in
January 2023. Office based officers have now also declared second jobs and family
relationships with other officers and Members of the Council.

Members’ Registers are available on the Council’s website. Members review their
registers annually. Members ensure that if there are changes to their interests that the
Monitoring Officer for the Council is notified of these changes. The Standards
Committee promotes and maintains high standards of conduct by Councillors and also
considers whether a complaint or allegation of misconduct by a Member should be
investigated. The Council has appointed two Independent People in accordance with the
Localism Act 2011. The Council has two Parish Representatives who attend the
Standards Committee.

As part of an ongoing Organisational Development Programme to ensure we have
employees with the right skills, behaviours and attitudes, the organisation has developed
core values of ‘customer focus’, ‘achieving excellence’ and ‘our people’. The
performance management process for staff changed in March 2020 from an annual
appraisal to a minimum of four recorded performance and development discussions
each year. A staff survey was completed in December 2021 that has formed the basis of
updating the organisational development programme during 2022 and 2023.

The culture of the organisation sets the foundation for the prevention of fraud and
corruption by creating an environment that is based on openness and honesty in all
Council activities.

The Council has the following policies and procedures in place which aim to prevent or
deal with any instances of fraud, dishonesty, or malpractice.

* Counter Fraud Strategy and Framework
* Anti-Money Laundering Policy

*  Whistleblowing Policy

+ HR Disciplinary Policies

» Council’s Equality Scheme

* Information Security Policy

The Council's IT Security Officer updated the Council’s Information Security Policy during
2020/21. In February 2022, the Council obtained a significant Government grant for enhancing
its cyber security measures in the light of increased risk levels following COVID-19 and the
invasion of the Ukraine. We have spent some of the money to implement an improved backup
solution for the Council’s IT Systems.

6. TAKING INFORMED AND TRANSPARENT DECISIONS AND MANAGING RISK

The Council’s Risk Management arrangements are reviewed for effectiveness by the
Audit Committee to ensure the process is embedded in the culture of the authority.
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All Heads of Service are responsible for implementing strategies at departmental level
ensuring adequate communication, training and the assessment and monitoring of risks.
All officers are responsible for considering risk as part of everyday activities and provide
input to the risk management process. Each Directorate Management Team reviews
their service risks each quarter and each Project Team their Project Risks no less than
once a quarter. An officer-led Risk Management Group reviews the corporate risk
register quarterly before it proceeds to the Senior Leadership Team and the Audit
Committee for review.

The Chief Internal Auditor provides an annual opinion on the Council’s governance
arrangements, risk management systems and the overall control environment in his end
of year report to the Audit Committee.

7. CAPACITY AND CAPABILITY OF MEMBERS AND OFFICERS

Training programmes for Council employees are identified from their recorded
“conversation” with their manager. All new recruits have a series of basic courses in key
areas such as health and safety, data protection, IT security and GDPR which they must
complete before they pass their induction, and all staff complete an annual refresher in
these core subject areas. A new mandatory Governance course was developed for all
staff during 2021/22.

New Members to the Council receive induction training in key areas including the
Constitution, ethical governance, decision-making processes, and the Council’s Code of
Members’ Conduct. The induction also includes an introduction to the Council’s services.
All new Members are allocated a ‘buddy’ who is a senior Council officer tasked with
helping the new Members to settle into the Council. There is an ongoing training
programme of Member briefings on important areas of the Council’s work. There is also
ongoing training covering specific issues in a variety of areas.

8. ENGAGEMENT WITH LOCAL PEOPLE AND OTHER STAKEHOLDERS

The Council works hard to communicate its aims for the District. It conducts a wide range
of service specific surveys to ascertain the views and needs of its residents. The Council
consults with Parish Councils and the Rural Towns Forum (i.e. a consortium of parish
level Community Partnerships). It is a leading partner within Community Safety and
Health and Wellbeing Partnerships, linking statutory and non-statutory agencies to
provide a coordinated approach to delivery of the programme across the District. The
Council works with voluntary and community sector partners to ensure effective provision
of community engagement activities across the district. These partnerships share
feedback from their own stakeholder consultations.

These groups help the Council to assess the priorities of different sections of the
community that have different needs, particularly surrounding grants and funding, Parish
Councils and areas that need targeted service delivery. Compliments and feedback
received are monitored and reported to the Overview and Scrutiny Committee as part of
the quarterly performance management report.

9. DETAILS OF KEY GOVERNANCE MECHANISMS

Sources of assurance received for each of the core principles are set out in the
Horsham District Council’'s Local Code of Corporate Governance. (See Appendix B).
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10. WHOLLY OWNED BODIES

The Council owns 100% of a housing company, Horsham District Homes Limited, which
owns 100% shares of a holding company, Horsham District Homes (Holdings) Limited.

The Council’s Director of Communities, Head of Property and Facilities and the Head of
Finance and Performance are directors of Horsham District Homes Ltd. This company
builds domestic dwellings.

The Council’s Director of Communities, the Head of Property and Facilities, the Head of
Housing and Community Services, and the Head of Finance and Performance are
directors of Horsham District Homes (Holdings) Ltd. This company lets and operates
owned or leased real estate.

The Cabinet and Full Council make decisions relating to these subsidiaries. Full Council
approves funds for the companies to operate. These are loans and equity within the
development company. Full Council considers any land disposals to the development
company that trigger Secretary of State sign-off requirement. The Cabinet reviews each
individual development business case and approves the allocation of S106 commuted
sums funding to enable the property holding company to acquire the built units from the
development company.

11. REVIEW OF EFFECTIVENESS OF THE GOVERNANCE FRAMEWORK

The Council’s governance framework includes decision-making processes set out in the
Council’'s Constitution, together with rules and procedures. The Council operates the
Cabinet Executive Model.

Mechanisms for maintaining and reviewing the effectiveness of the Council’s
governance arrangements throughout the year include:

* The Council comprises 48 Members and, as a whole, takes decisions on budget and
policy framework matters as defined by the Constitution, including deciding on the
aims and objectives of the Council as set out in the Corporate Plan and other
decisions that are reserved in law to be taken only by the Council.

+ The Overview and Scrutiny Committee is able to scrutinise the decisions of the
Cabinet and maintains an overview of Council activities which includes monitoring
performance management.

+ The Cabinet is ultimately responsible for considering overall financial and
performance management.

* The Standards Committee meets quarterly and at every meeting considers an update
report on complaints against Councillors. The Committee also keeps under review
the Council’s policies and procedures for maintaining high ethical standards.

* The Governance Committee meets quarterly and reviews governance with regard to
the reviewing and revising of the Council’s Constitution.

* The Audit Committee meets quarterly to review the Council’s risk management and
control arrangements. It also reviews the Council’'s Treasury Management and
Investment Strategies and has delegated authority to review and approve the
statutory financial statements and consider reports from the Council’s external
auditors.

* The role of the Director of Resources (as Chief Financial Officer) includes
stewardship and probity in the use of resources and performance, extracting best
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value from the use of those resources. The Chief Financial Officer complies with the
CIPFA Statement on the Role of the Chief Finance Officer in Local Government. This
post also fulfils the statutory roles of Money Laundering Reporting Officer and Senior
Information Risk Owner.

* The Head of Legal and Democratic Services (as Monitoring Officer) has a duty to
ensure that operations are carried out lawfully. This post also carries out the statutory
Data Protection Officer role.

* An annual internal audit plan is developed, in consultation with senior managers,
which outlines the assignments to be carried out and estimated resources. The audit
plan is sufficiently flexible to enable the Orbis Partnership Internal Audit team to
respond to changing risks and priorities of the organisation.

12. IMPROVEMENTS DURING THE YEAR

The 2021/22 Annual Governance Statement included an action plan for 2022/23.
Progress against the risks identified is reported in Appendix D. The following
improvements to the Governance Framework were recognised during 2022/23:

* Mandatory Governance training was carried out via e-learning

» Chief Finance Officer and Monitoring Officer sign off of reports was introduced in
Modern.gov

* The action plan for improving governance arrangements at the Horsham Museum
was implemented.

» Policies and training on anti-bullying and harassment were updated and completed.

* Procurement coaching support was provided to services.

13. MINOR GOVERNANCE ISSUES DURING THE YEAR
The minor issues identified during 2022/23 included:

e Rooms were hired out in property and leisure services prior to Council approval of
prices.

e A procurement exemption was approved retrospectively after a temporary worker
was brought in at short notice to replace a sick officer.

¢ A transport consultant made changes of their own volition to improve the
specification of the set work without prior agreement from officers, which then
required a further procurement exemption.

e Starting the procurement process for the vehicle refurbishments without future
capital budgets being approved, albeit the budget was approved before the award.

e A discretionary discount on a parking season ticket was awarded to a charitable
organisation without it being properly approved.

e A minor data breach of a small number of Revenues and Benefits customers
occurred following a printing error when sent to printing.

Once found, Management investigated these issues in the normal way and took remedial
action where needed. Further procurement training, in addition to the enhanced governance
training agreed in last year’s action plan, has taken place.

The number of partial or minimal internal audit assurances is back at a normal (low) level.

All audits are reported to the Audit Committee who review the actions proposed to resolve
high priority issues.
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14. SIGNIFICANT GOVERNANCE ISSUES

This year there were no significant issues that needed immediate reporting to the Audit
Committee.

15. IMPACT OF COVID-19 ON OPERATIONS

The Council is operating in a post-COVID-19 office world. Office based officers are
working flexibly and in a hybrid home / office work pattern.

Some Policy Development Advisory Groups remained online during the year. Some
Councillors, especially those living further away from Horsham or with caring
responsibilities, have welcomed this.

Certification

It is our opinion that Corporate Governance, along with supporting controls and procedures,
remains strong for the Council and the level of non-compliance is beginning to return to normal.

We have put in place an action plan to increase officer awareness and reduce the frequency of
this type of issue.

Signed
Signature redacted Signature redacted
Leader of the Council Chief Executive

On behalf of the Members and senior officers of the Council
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Appendix B - HDC Code of Corporate Governance

HORSHAM DISTRICT COUNCIL LOCAL CODE OF CORPORATE GOVERNANCE
Corporate Governance comprises the systems, processes, cultures and values, by which local government bodies are directed and controlled and through

which they account to, engage with and where appropriate, lead their communities.

To deliver good governance in the public sector, both governing bodies and individuals working for public sector entities must try to achieve their entity’s
objectives while acting in the public interest at all times.

The Council’s behaviours and actions that demonstrate good governance are set out in response to the CIPFA core principles.

A: Integrity; Ethical Values: the Rule of Law

e Member and Officer Codes of Conduct are included in
the Constitution setting out the values and behaviours
that the Council requires Members and officers to adopt.

e Rules of Procedure govern the expected conduct at

meetings of the Council and its committees.

e The Counter-Fraud Strategy & Framework is designed to

ncourage and promote the prevention and detection of
gaud.

@ember and Officer Registers of Interests, Gifts and
(Dlospitality safeguard both Members and officers against
|_cpnflicts of interest.

{Jhe Whistleblowing Policy ensures anyone with a
cltancern can have confidence that it will be dealt with

appropriately.

All officers have a regular logged conversation with their
manager at which behaviours and matters of integrity
can be addressed informally.

e The Council’s disciplinary process addresses officer
breaches of good conduct.

The Standards Committee considers complaints or
allegations made against Councillors, as required by the
Localism Act 2011.

In accordance with ‘Working Together to Safeguard
Children 2015’ and ‘The Care Act 2014/, we recognise the
need to ensure the welfare of all individuals when they

come into contact with services provided by the Council.

G: Implementing good
practice in transparency,
reporting and audit to
deliver effective
accountability

C: Defining outcomes in
terms of sustainable
economic, social and

environmental benefits.

D: Determining the
interventions necessary
to optimise the
achievement of the
intended outcomes.

F: Managing risks and
performance through

robustinternal control
and strong public
financial management.

E: Developing the

entity's capacity
including the capability
of its leadership and the
individuals within it.

B: Openness; engaging with institutional stakeholders; engaging

with individual citizens and service users.

e The Constitution sets out how the Council operates, how decisions are
made and the procedures and codes of conduct that are followed.

The Overview and Scrutiny Committee reviews the Council’s decision
making processes and monitors the internal and external delivery of
services.

The Audit Committee is independent of Cabinet and Scrutiny functions. It
receives reports on the work of External and Internal Audit and Risk
Management and reviews serious Governance breaches.

The Governance Committee reviews and updates the Council’s
Constitution.

The Council supports local communities that produce their own
Neighbourhood Plans providing a vision for their area.

The Council engages with the public in a number of public consultations.
These are publicised on the Council’s website and the feedback informs
the Council’s decision making process.

The majority of the Council’s meetings are open to the public. The
Forward Plan, Agendas, papers and minutes are published on the Council’s
website.

The Council recognises that supporting and engaging communities is a
shared agenda with many partners including West Sussex County
Council, the Police, the Health Service and the community and voluntary
sector. Working together we are all committed to ensuring Horsham
District remains a great area to live and work.

Senior management communicates with staff by means of regular cascade
meetings organised by the Senior Leadership Team: Director’s meetings;
Team meetings; Chief Executive Talks; the “Council Matters” publication
and weekly Leadership Team feedback.

Consultation takes place with Parish Councils and other Voluntary and
Community groups throughout the District to ensure effective provision of
community engagement activities.




C: Defining Outcomes; sustainable, economic,

social and environmental benefits.

e The Corporate Plan for the period 2019-23 is published
on the Council’s website identifies key priorities.

Departmental Service Plans and worklists break down
and monitor the objectives of the Corporate Plan with
quarterly reports to Overview & Scrutiny Committee.

The Council ensures objectives are deliverable by
producing a Medium Term Financial Strategy and
detailed financial budget plans.

Progress against the Council’s aims and objectives is
monitored through its performance management
framework and reported to management and Overview
& Scrutiny Committee.

The Council identifies and manages any corporate and
departmental risks to achieving its objectives through
its risk management process and issues regular reports
to senior management and Audit Committee.

Value for money is driven through the Council’s
Corporate Procurement Code.

Information relating to Council plans and initiatives is
published via its website, email updates, social media
and the Horsham District news magazine.

D: Determining and planning interventions; optimising

achievement of intended outcomes.

e The Medium Term Financial Strategy is updated at least twice
a year and takes into account changes in the financial
outlook. It is used as a basis for the annual budget setting
process in which all Heads of Service reconsider their
departmental budgets. The Annual Budget and Council Tax
rate are approved by full Council before the start of each
financial year.

Progress against the budget and key performance indicators
are reviewed and reported quarterly to Overview & Scrutiny.

The Council continually investigates alternative models of
service delivery to improve efficiency whilst meeting the
needs of customers.

The Council is working with Community and Voluntary sector
partners to develop projects and deliver efficient and
effective services.

The Council’s Technology Strategy was updated during
2019/20 and the Digital Strategy introduced ensure service
delivery is supported efficiently and flexibly.

Benchmarking against others provides information that
assists the Council to design services that are fit for purpose
by looking at options to improve delivery.

F: Managing risks; managing performance; robust internal control; managing
data; strong public financial management.
e Decision making protocols are set out in the Council’s Constitution.

Agendas and minutes of Council/Committee meetings are published on the Council’s
website and include details of decisions taken.

The Overview and Scrutiny Committee reviews the Council’s decision making processes
and monitors the internal and external delivery of services.

Budget monitoring processes are in place and a summary of the Council’s financial
position is reported to senior management monthly and to Members quarterly.

The Council has an established Risk Management Strategy and embedded Risk
Management processes. Corporate and Departmental risks are formally reviewed
quarterly.

The Horsham Chief Internal Auditor reports to the Audit Committee. Audit work is
planned to ensure there are robust systems of internal control in place to mitigate risks
and provide assurance to senior management and Members.

The Audit Committee meets four times a year to review the effectiveness of the control
environment and risk management framework.

An officer Corporate Governance Group oversees the Council’s Governance
arrangements.

A complaints procedure is published on the Council’s website. Quarterly monitoring
reports are submitted to senior management and Members.

The Council has a suite of policies covering information and data security and guidance is
available for all staff on the Council’s Intranet.

E: Developing the capacity of the entity through its leadership and other individuals.
e The Constitution sets out how the Council operates; how decisions are made and which Codes of Conduct are followed. The roles

of Members are clearly set out and a Member/Officer protocol is included.

e A Scheme of Delegation in the Constitution determines the levels at which decisions are taken.

compliance.

Detailed regulations in the Constitution (for example Financial Procedure Rules and Contract Procedure Rules) require officer

e Managers monitor officer performance and development through regular recorded conversations that support workforce

planning. The process also identifies an individual’s training needs. The Disciplinary and Capability Policies outline the formal

processes for managing officer non-compliance.

e The Standards Committee deals with issues relating to Member performance.

monitor the agreements.

Council and to work together to identify solutions.

An employee assistance programme is available to all employees.

Partnership agreements are in place for each of the Council’s strategic partnerships and managers hold meet regular meetings to

An induction training programme is in place for both Members and employees.
Regular Senior Managers’ Forums and all Managers’ Conferences enable managers to meet to consider current issues affecting the

G: Good practice in transparency, reporting and audit to deliver effective

accountability.

o All committee agendas, papers and minutes are available to the public on the Council’s
website.

The Council publishes its Audited Annual Accounts and Annual Governance Statement
including an action plan for improvement for any areas of concern.

All external audit reports are published and corrective action is taken to address any
issues highlighted as necessary.

The Council has an effective Internal Audit service which reports to the Audit Committee.
Progress to implement agreed actions for improvement in control processes is monitored
and reported to Members.

Delegated partnership arrangements are effectively monitored by senior managers
through monthly meetings and Partnership Boards where the Council is a full partner.
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GOVERNANCE ASSURANCE FRAMEWORK

Audit Committee

Senior Leadership Team

1*tLine of Defence

2" Line of Defence

3rdLine of Defence

Management Internal
Controls Control
Measures
in|
Q )
(&kad of Service Assurance Statements
(9]
H
(@)
\]

[ S151 Officer / Finance

[0 Monitoring Officer

[ Corporate Governance Group
[ Risk Management Group

[0 Health & Safety Adviser

[0 Health & Safety Group

Orbis Internal Audit

O Procurement Team

O Performance Management Team
O Audit Committee

[ Standards Committee

[ Overview & Scrutiny

Milton Keynes’ Internal Audit
(Revenues & Benefits Services)

1PNy |euJalxy

Operational management has
ownership, responsibility &
accountability for directly assessing,
controlling & mitigating risks

Activities covered by several components of
internal governance (compliance, risk
management, quality, IT and other control

An independent internal audit function will,
through a risk-based approach to its work,
provide assurance to the Senior Leadership

departments).

Team and Audit Committee.

uBWSPNQWQ JUBWUIBA0Y) / S103dadsu| / siole|nday

Horsham
District
Council

Environmental Health: Food
Standards Agency ~ Random
inspections; Telecare Services
Authority Annual Inspection.

ICT: PSN.

Legal Services: RIPA Inspections.
Legal Services: Data Protection ~
Annual Certification & Certificate

for Members.

HR & OD: Ofsted inspections re
Safeguarding (adhoc).

Leisure & Culture: HSE Inspections.

Assurance Framework Documentation

[ Constitution

O Code of Conduct

O Complaints Procedure

[ Equalities Scheme

[0 Head of Service Assurance Statements
O Media Protocol

[ Financial Policies & Procedures

[ Risk Management Strategy & Toolkit
[ Risk Registers

[ Performance Framework

[0 Employee Policies

[ Pay Policy

[0 Counter-Fraud Strategy & Framework
O Whistleblowing Policy

O Annual Internal Audit Report & Opinion
[ Statement of Accounts

[0 Annual Audit Letter from External Audit
O Annual Complaints Report

[0 Report of Local Government Ombudsman
[0 Results of External Inspections

O Corporate Plan & Service Plans

0 MTFS & Budget

O Money Laundering Policy

[ Partnership Agreements / SLAs

[ Treasury Management & Investment Strategy
O Procurement Code

O Values & Behaviours

O Information Security Policy
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6GT abed

ANNUAL GOVERNANCE STATEMENT ~ ACTION PLAN 2022/23

Environmental Health and Licensing

Procurement Manager.

No. | Area for Improvement Actions Responsible Target Status Update
Officer(s) Date

1 Officer governance understanding Roll out of the e-learning All Heads of Service 30/09/2022 | Completed.

course to all staff with regular
access to a computer.

2 S151 and Monitoring Officer sign off for | Roll out of tracking and sign Head of Legal & 30/06/2022 | Completed later than target.
Cabinet decision reports on off through Modern.gov Democratic Services Not yet fully embedded.
Modern.gov (carried forward from operates effectively.

2021/22).

3 Governance arrangements at Horsham | Implementation of the actions | Head of Culture and 31/03/2023 | The action plan has been
Museum in the review of the Museum Leisure implemented.

report.

4 The Council’'s management of bullying | ¢ Development of an anti- Head of HR & OD 31/12/2022 | Relevant policies updated.
and harassment bg::zmg and harassment | Training & awareness took

policy. Head of Strategic take place at the Manager’s

 Working group to lead the | Planning; Head of Conference in December
implementation of this, led | Leisure & Culture; and 2022.
by three heads of service. | the Head of Economic _

Development. EDI workshops, aimed at

* Manager’s training on EDI Heads of Service took place
(Equality, Diversity and Head of HR & OD in November 2022 and
Inclusion). February 2023. A session for

Clirs was also held.
5 Procurement understanding in Coaching support from the Procurement Manager 31/03/2023 | Completed.
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APPENDIX E:
ANNUAL GOVERNANCE STATEMENT ~ ACTION PLAN 2023/24

and harassment.

culture of the organisation.

Head of Strategic
Planning; Head of
Leisure & Culture; and
the Head of Economic
Development

No. Area for Improvement Actions Responsible Officer Target Date
1 Constitution involving approval of Review of the Council’'s Constitution via Head of Legal and 31/12/2023
charity / not for profit reductions and Governance Committee and full Council. Democratic Services
discounts, as well as all decision
thresholds.
2 Earlier engagement with procurement Further training and Procurement advice. Head of Procurement 30/09/2023
across the Council, to improve the
process and reduce the number of Formal procurement sign-off built into the Digital 30/06/2023
procurement exemptions. online exemption process. Communications
U Manager
@
D 3 New Procurement Regulations. Review and revise framework as appropriate Procurement Manager 31/03/2024
= and provide training to officers. / Head of Legal and
()] Democratic Services
H
4 Roll out of tracking and sign-off of The new Modern.gov process will be Head of Legal and 30/09/2023
Cabinet decision reports through embedded so that it operates effectively. Democratic Services
Modern.gov.
S The Council’s management of bullying | Dignity at Work will be embedded into the Head of HR & OD; 31/12/2023
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Agenda Item 10

Horsham
District
Council

Report to Audit Committee

Wednesday 12 July 2023
By the Director of Resources
INFORMATION REPORT

Not Exempt

Risk Management ~ Quarterly Report

Executive Summary

This report includes an update on the Corporate Risk Register for consideration and
provides an update on progress with the quarterly departmental risk register reviews.

Recommendations
That the Committee is recommended to:

i) Note the contents of this report.

Reasons for Recommendations

As part of good governance, it is important that Members understand the key risks facing
the Council.

Background Papers
Corporate Risk Register
Wards affected: All.

Contact: Dominic Bradley, Director of Resources, 01403 215300.
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Background Information

1
1.1

1.2

2.1

3.2

Introduction and Background

The Audit Committee is charged with responsibility for monitoring the effectiveness
of the Council’s risk management arrangements.

The report provides details of key changes to the Council’'s Corporate Risk
Register, and an update on progress regarding the departmental risk registers (see
Section 3 below).

Relevant Council Policy

The Council’s Risk Management Policy is detailed in the Council’'s Risk
Management Toolkit. The Council’s Risk Management Strategy is a component part
of the Policy, and this document sets out to achieve the following objectives:

e Fully integrate risk management into the culture of the Council and its strategic
and service planning processes.

e Ensure that the risk management framework is understood and that ownership
and accountability for managing risks is clearly assigned.

e Ensure the benefits of risk management are realised through maximising
opportunities and minimising threats.

e Ensure consistency throughout the Council in the management of risk.

Details

The Senior Leadership Team has reviewed the Corporate Risk Register and
comments have been updated to reflect the current position for each risk (see
Appendix 1).

The Corporate risk profile is shown in the following heat map which shows the total
number of risks in each segment. The red / amber / green zones are in accordance
with the Council’s risk appetite.

CRR02
CRR03
CRR06
CRR34
CRR37

CRRO1c
CRR05
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3.3

3.4

3.5

3.5

5.1

6.1

7.1

There are five risks which are currently considered to be high and seven medium.
The high-risk areas relate to the following:

CRRO01b

Funding from Government is less generous than assumed in the
Medium-Term Financial Strategy (MTFS) from 2025.

CRR17

The Housing Benefit Subsidy claim may be qualified and/or
financial losses.

CRR38

Inability to recruit and retain officers in key service areas,
especially Legal, Building Control, Tech, but across the Council,
leading to failure to achieve agreed business objectives.

CRR18

A malicious attacker exploits a known or unknown security
weakness to penetrate the Council’s ICT systems.

IT not working due to environmental and economic problems: fire,
flood, power cut and issues with the supply chain preventing new
infrastructure arriving in a timely manner.

CRR19

Rapidly rising costs from inflation together with ongoing lower
levels of income from fees in some areas, and other cost pressures
such as increased homelessness; and increased housing benefit
claims.

The risk register in Appendix 1 provides full details of all risks on the “live” register
together with details of the control actions and responsible officers.

There have been one change in the risk register. The high risk for CRR37 on the
requirement to adopt an up-to-date Local Plan by end 2023 in accordance with
government requirements has moved to medium risk.

All 19 Departmental risk registers have been reviewed and updated.

Outcome of consultations

Officers who are responsible for control actions and the Senior Leadership Team
have been consulted in updating the Corporate Risk Register.

Other courses of action considered but rejected

Not applicable.

Resource consequences

There are no financial or staffing consequences as this report is for noting.

Legal considerations and implications

There are no legal consequences as this report is for noting.

Risk assessment
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8.1

10.

10.1

11
11.1

12
12.1

12.2

The report provides an update on the Council’s corporate risks and how these are
being managed by the Senior Leadership Team. See Appendix 1 for the latest
version of the Council’'s Corporate Risk Register.

Procurement implications

There are no procurement implications arising from this report as this report is for
noting.

Equalities and human rights implications / public sector equality
duty

There are no implications under equalities and human rights nor the public sector
equality duty as this report is for noting.

Environmental implications
There are no environmental implications as this report is for noting.

Other considerations

There are no consequences arising from GDPR / Data Protection or crime and
disorder as this report is for noting.

CRRO03 could be added to Pentana so that it features as an ongoing control action
in future iterations of the CRR
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Appendix 1 Corporate Risk Report July 2023

Risks ordered by RAG not numerically

Horsham
District

Council
Generated on: 23 May 2023
. o Risk Current Risk . C°Wtr°' . .
Risk Code & Description Effect Owner Matrix Control Action Action Target Risk Matrix Quarterly Update
Owner
CRR.17.1 Continuously Pressure has been building in the service
monitor the level of quality since the outbreak of Covid-19. In
control checking, staff 2021/22, the HB subsidy loss breached
development, training Beccy the lower (but not upper) threshold at a
programmes, reducing Salmon cost of £65,416.
temporary staff and other
actions to mitigate reduction In 2022/23, a 0.58% Local Authority error
CRR17 in quality. rate has breached the upper threshold of
Cause: 0.54%. This means that the pre-audit
The External Auditors audit the HDC position is at a cost of £122,925.
Benefits Grant Subsidy return to the |_. ial f . . d
Department for Work and Pensions Financia As part of a commitment to continue
) . - Service L service improvement, including staff
¢ P) on an annual basis to identify . Dominic
ors Delivery Bradley development, 2022/23 has seen an
K: ’ Compliance Beccy Vi increased amount of quality assurance
Benefit Subsidy claim may be with Salmon g CRR.17.2 An earmarked g measures in year. These increased
yt ) - regulations £ i isi £ measures have also been a result of the
uglified and/or financial losses. Reputation reserve for subsidy provision issues identified in the 2021/22 audit
C has a case load with a P Likelihood Is now in place that would Beccy Likelihood '
ticularly high number of working cover the loss of subsidy in sal . . )
) almon This has resulted in the increased
people with many changes of the event that the upper S Tas 1 .
circumstances. threshold in the subsidy claim identification of error at the pre-audit
is breached. stage. Around 60% of the LA error
identified in 2022/23 was legacy error
carried forward from the CenSus
partnership.
The risk for 2022/23 is that errors and
extrapolations identified in the audit will
increase the loss of subsidy further.
CRR.01b.1 Continue to keep |Samanth Government have finalised a two-year
CRRO1b a watching brief a Wilson settlement for 2023/24 and 2024/25,
Financial Reductions in CRR.01b.2 Revisit the MTFS which has reduced the risk of changes to
. - . funding " ’ Samanth business rates and revenue funding
Cause: The Council is reliant on and if necessary 2023/24 . ) . -
Central Controlled Government Dominic budget in year a Wilson through the Fair Funding Review for the
. - Adverse effect : short term, albeit temporarily.
funding (e.g. Business Rates). on morale Bradley
Risk: (ii) Funding from Government g CRR.01b.3 Evaluate and g For 2023/24, Council tax rises, higher
is less generous than assumed in the Financial - discuss with Members Dominic |~ investment i;'lcome from the ri,se |gn the
MTFS from 2025 Likelihood possible future actions to Bradley Likelihood

Failure to

mitigate loss of income. e.g.

Bank of England base rate and some
inflationary rises to fees have balanced

1




Control

Risk Code & Description Effect gl\zlrler Cuuggﬁf‘“ Control Action Action Target Risk Matrix Quarterly Update
Owner
achieve agreed Corporate Restructure, the budget. Proposals also include
objectives investment and infrastructure allocating £1.6m to an earmarked reserve
projects that generate for food waste implementation costs.
income. Despite this, a £2m to £3m budget deficit
is forecast at the end of the MTFS, if
inflation continues at high levels and we
implement food waste in Autumn 2024.
The gap will only get larger if the funding
cuts are sharper than anticipated.
CRR.38.1 workforce planning,
CRR38 - NEW RISK training, and development,
Cause: Linked to national shortage growing your own, leadership
of labour in some sectors as well as and management Robert
experienced professionals leaving programmes, Laban
the public sector for retirement or apprenticeships, coaching,
better pay in the private sector. supporting skills and
Capacity problems increase turnover qualifications.
and absence and adversely affect —
wellbeing and productivity levels. CRR.38.2 Efficient and
RBK: Inability to recruit and retain effective recruitment
&Dicers in key service areas, processes, enhancing the
@sDecially Legal, Building Control,  |Adverse effect employer brand, recruitment | . New Risk
h. Failure to have resilience in on morale benefits, such as relocation Laban '
tha staff structure, and so lacking Financial package, flexible and hybrid Recrui d ion in k .
W right number of staff with the Failure to working, market supplements ecruitment and retention in key services
@Mt skills to deliver services, along |achieve agreed and review of pay point spinal such as Legal, Building Control and
with unrealistic expectations of business column. Liilhr:cs)lg% Sggfgzgafegiftl;:\tg?nlr::ielays
services, which could lead to service |objectives Jane CRR.38.3 Regular staff b in delivering workload’s.
failure, reputational damage and Compliance Eaton survey to be undertaken and Robert
potential litigation. with E, action plans progressed Laban Some service prioritie t bei
regulations £ . P! S are not being
Complaints / — CRR.38.4 Review options for — delivered as quickly as the Council would
claims / Likelihood alternative solutions, e.g., Likelihood like. Capauty issues slow down delivery of
litigation investigating Horsham the capital programme.
Stress and weighting allowance,
absenteeism increasing efficiencies in
process and transformation
through automation.
Dominic
Bradley




Control

Risk Code & Description Effect gl\zlrler Cur;l':;l;)f{lsk Control Action Action Target Risk Matrix Quarterly Update
Owner
Claire
CRR.18.1 Staff and Member |Ward /
Training Robert
Laban
CRR.18.2 Awareness of Andrea
CRR18 . current threats Curson
Technological Loss of ke
Cause: Council services are Y CRR.18.3 An effective ICT Andrea . . .
- . < systems- . ) CRR.18.1 Ongoing, as part of induction for
increasingly reliant on IT systems at |7’ ; Service delivery team Curson .
a time when there are areater disruption to new staff/ Members, and as required.
opportunities for malicigus attackers Council CRR.18.4 Effective patching Andrea
tcE)Zx loit security weaknesses services. and updates to mitigate Curson CRR18.2 We are following government
P Y ' Cost of known vulnerabilities advice re heightened Cyber Security
Risk 1: A malicious attacker exploits ;nnvdesrgggsg; of CRR.18.5 Compliance with Andrea Threats.
a known or unknown security . |systems. Dominic expected security standards. Curson CRR.18.5 PSN Accreditation has been
weakness to penetrate the Council’s Fraud/theft Bradley E (PSN, PCI-DSS) gained for the year
ICT systems. Loss of the £ CRR.18.6 Effective policies in Andrea
. . . integrity of I place which outline security - CRR.18.7 Backups have been reviewed
?:v—%lgezsglv;?w;kzgogg;itg Council Likelihood requirements for users of ICT Curson Likelihood and improved, though currently the
roblems: fire, flood, power cut and Records. CRR.18.7 Effective back- programme to replace infrastructure is
p o ! s POWE Penalties from e c ack-up being affected by issues with the supply
ispyies with the supply chain the 1CO and recovery processes in Andrea chain
gventing new infrastructure Adverse. media place for Council ICT Curson '
iving in a timely manner. coverage. systems.
@ CRR.18.8 Transferring the Andrea
- risks to the cloud provider Curson
% CRR.18.9 Plan developed, Andrea
approved internally, and C
; . urson
being carried out.
CRR19 CRR.19.2 Monitor the Samanth The 2022/23 operational outturn is a
Cause: Uncertainty in the UK and external environment a Wilson £0.26m surplus for the year after carry-
World economy. forwards.
Higher levels of salary and non-
salary costs from inflation. Impact Rising inflation rates have driven up utility
on the financial markets and the and maintenance costs HVO fuel and
pound in the wake of Covid-19 and |Financial vehicle parts as well as increased staffing
the energy crisis. Likelihood of a Service CRR.19.3 Monitor internal costs and increased housing demands.
recession and slowdown in the Delivery Dominic indicators, particularly costs These overspends were offset by
property and financial markets. Compliance Bradley from inflation, income Samanth additional income from our investment
The Government has spoken about a |with g, generation and respond a Wilson g activities and town centre parking.
reduction in local government Regulations - appropriately to adverse -

funding.

Risk: Rapidly rising costs from
inflation. 6% inflation equates to a
£1m increase in costs per year,
making balancing the budget more
difficult. Lower levels of income in

Likelihood

trends

Likelihood

Budget shortfalls of around £3m a year
are forecast by the end of the medium-
term financial period; the other significant
cost being £1.3m p.a. for a 1,2,3 food
waste collection, although the timing of
this is uncertain.




Control

Risk Code & Description Effect gl\zlrjer Cuz:g;)f{lsk Control Action Action Target Risk Matrix Quarterly Update
Owner
planning fees; reduced car parking
income; property income and Pressure is building on homelessness and
Government funding. Increased benefits cases. Cumulative pressure on
costs from higher levels of businesses since 2020 may also increase
homelessness and housing benefit the risk on their ability to pay all rents.
claims.
CRR.01c.1 Continue to keep a|Samanth Total RV is stable at present, but
CRRO1c watching brief a Wilson uncertainty remains in the aftermath of
Financial Covid-19 and pending any business rate
Cause: The Council is reliant on reform.
Central Controlled Government ductions i CRR.01c.2 Evaluate and baselining i likely to b
funding (e.g., Business Rates). Re gctlons N | bominic discuss with Members Any re- aselining is now more likely to be
Risk: Decrease in Rateable Value funding Bradley possible actions to mitigate h from April 2026.
i i Financial loss of income. e Samant
due to appeals and businesses going ! - €.g., a Wilson | h luati i )
under. This may cause the Council to investment and infrastructure Appeals to the Valuation Office remain
fall below the business rates Likelihood projects that generate Likelihood h'?h’g\'h'cg could trllgger backdated
baseline, resulting in loss of funding. Income. refunds. The appeals provision is .
! approximately £2.3m, albeit the Council’s
—_ share is only 40% of this.
'Y Dominic
&ROS Failure of CRR.05.1 Officer training Bradley
vagg]aplcaia ers are responsible g;:J)'SéZteif/zs CRR.05.3 All Service
?_g_. - 9 P i ) Managers required to sign an |Dominic
rjensuring that controls to mitigate Assurance Statement. (B Bradle
r'@s are consistently applied. Health & 30th June Annually) (.C cTicaI) Y
Safety y y The Annual Governance Statement actions
Risk: Officers are either unaware of CRR.05.4 “Cultural in the 2022/23 action plan were
expected controls or do not comply |[Financial compliance” Internal Audits Dominic implemented.
with control procedures. identify service-based issues Bradle
Service and help managers to resolve Y Training and roll out of tracking and report
Delivery these. sign off through Modern.gov is underway,
but not yet embedded. Likewise, the
Compliance Dominic frﬁﬁi?ws'inpgﬁggrmmn;;oo: to Dominic Council’s management of bullying and
with Bradle ensuregall managers Bradle harassment is well underway, with
Regulations Y understand theigroles Y g training and workshops held, and policies
. E updated, but the awareness and learning
Pe_rsonal Likelihood Dominic Likelinood are not yet fully embedded.
Privacy Bradley

Infringement

Reputation
damage

CRR.05.6 Governance review
of the Horsham Museum

Majority of internal audit opinions in
2022-23 were either substantial or
reasonable.




Control

Risk Code & Description Effect REELS Current_ KBS Control Action Action Target Risk Matrix Quarterly Update
Owner Matrix
Owner
CRR.02.1 Develop Andrea
People and appropriate processes & Curson /
businesses procedures which underpin Lauren
come to harm the IT Security Policy Kelly CRR02.3 An induction programme is
CRR0O2 . )
. . and suffer loss - established, and new staff are completing
Managerial / Professional . CRR.02.3 Provide a g .
. : that might not . IS training as part of probation, where
Cause: The Council has a legal . programme of Induction and .
— otherwise have S Robert relevant. There will be regular updates
obligation to protect personal data. at least annual training on . o .
; L occurred . - Laban and additional training provided where
The Information Commissioners : Information Security to all o
. Complaints / necessary, as and when topical issues
powers are much more far reaching lai staff. ! f - -
when they change in May 2018. qglm;/ o emerge, in a fast-moving environment
litigation Dominic CRR.02.4 Annual PSN Andrea that poses IS threats.
. . . Resources Bradley Accreditation Curson
R's—kl M?JO'— data_ breach or leak of consumed in CRR02.4 PSN Accreditation 2023 awarded.
sensitive information to a third defending
party. - . claims Likelihood Likelihood CRR.02.05 Due to recent data breaches, a
Risk 2: Risk of significant ICO fine Financial losses i new training presentation has been
for non-compliance with new Fines from CRR.02.3 Representalives written andng;s delivered through service
General Data Protection Regulations : from each department meet |Lauren . b iroug
(GDPR). regulators to maintain compliance, Kelly team meetlngs'. Member training
Adverse updates and training completed during Summer 2022.
publicity
o Reputation
o damage
%ROB CRR.03.1 Update corporate
; A Robert
(l{.edqal People and business continuity plan and Laban
ause: The Civil Contingencies Act businesses regular review.
zli%es a legal obligation upon the come to harm CRR.03.2 Update CRR.03.1 Plan is up to date. All
ouncil, with partners, to assess the |and suffer loss s P . Neighbourhood Wardens have been
- . . departmental business Robert -
risk of, plan, and exercise for that might not continuity plans and reaular | Laban trained as Rest Centre Managers and are
emergencies, as well as undertaking |otherwise have - Y P 9 earmarked for Incident Liaison Officer
. o review. . ) .
emergency and business continuity |occurred training later in the year to provide a
management. The Council is also tactical response at bronze level.
responsible for warning and Complaints / Consideration is given to establish a
informing the public in relation to claims / process/ rota for senior managers to
emergencies, and for advising local |litigation - manage emergencies.
: Dominic
businesses. Bradley
Resources CRR.03.2 All BC plans have been updated
Risk: The Council is found to have consumed in in 2021, Q3; a sample was tested in Q4
failed to fulfil its obligations under defending I CRR.03.5 Bitesize workshops _— with the service heads.
the Act in the event of a civil claims Likelinood to address new procedures E:t?aer:t Likelihood

emergency.

Financial losses

Censure by
regulators

Reputation
damaged

and processes.

CRR.03.5 Hybrid bitesize workshops are
starting again from April for: Response,
BC, Recovery, Rest Centre ops.

Review of incidents for lessons learnt.




Control

Risk Code & Description Effect gl\zlrjer Cuzg;\éflsk Control Action Action Target Risk Matrix Quarterly Update
Owner
Robert
CRR.06.2 H&S Management |Laban /
Forum reviews corporate Health &
inspection strategy quarterly. |Safety
CRRO6 Eeople come to Officer
: arm
Phy5|c'a| - . Complaints/clai CRR.06.3 Training
Cause: The Council is responsible for ms/ litigation programme includes annual
d , ana of i ' d Censure by programme. All mandatory |Laban K bei d «
and maintains significant assets, an audit / Jane training must be completed Risk assessments being undertaken,
also has responsibility for H&S in inspection Eaton as part of probation reviewed, and updated.
some partner organisations where it :
does not have operational control. 5:21?;2'0” Eotl))ert/
ikeli . aban ikeli
Risk: A health & safety failure Adverse effect Likelihood CRR.06.01 Risk assessments | °" /o Likelihood
e y ratiu on morale undertaken Safety
g o ks Stress and Officer
QD absenteeism
Q CRR.06.04 H&S Officer
() regularly reviews high risk Robert
9 Y 9 Laban
[y areas
~ CRR.34.1 Regularly check Heads of
N accounts of key suppliers Service
CRR.34.2 Check public f )
liability insurance of key Heads o The impact of the world shortage of
suppliers Service building supplies remains uncertain.
CRR.34.3 Ask forkey s of Risk of inflation, interest rate rise, and
suppliers’ business continuity |g .o recession are being monitored. Some
CRR34 plans suppliers are starting to come forward to
Cause: CRR.34.4 Consider whether increase prices outside of the contract,
Uncertainty in the UK and World ' ' Dominic the failure of a key supplier which is being resisted.
economy. Instability and high-profile |Financial Bradley needs to go in service _
failures. business continuity plan Key contracts are reviewed as part of the
Risk: ] ongoing contact mar::?gement
Key contractor failure - _— arrangements and officers have been
Likelinood Heads of Likelihood reminded to check the financial health of
Service key suppliers and be ready for Plan B.




Control

Risk Code & Description Effect gl\zlrjer Cuzgg;flsk Control Action Action Target Risk Matrix Quarterly Update
Owner

CRR37 CRR.37.1 Joint working with Catherin A water mitigation strategy has been
Source: partner_s to <.jIe_:veIc_>p water e Howe agreed _(known as a Part C document) was

- neutrality mitigation strategy agreed in November 2022. A water
Requirement to adopt an up-to-date . . ) . -

- Economic Neutrality project Manager is now in post
Local Plan by end 2023 in - )
) damage to and is developing the Sussex North

accordance with government D ffsetti I h
requirements district asa Barbara Offsetting Water Neutrq ity Sc eme
Risk: result of limits Childs (known as SNOWSs). This work is ongoing.

Delay to plan preparation due to the
requirement of the plan to
demonstrate water neutrality, or as
a result of significant / unexpected
changes to government guidance.

to development
which can take

place

Likelihood

CRR.37.2 Keep watching brief
on government messaging on
planning reforms

Catherin
e Howe

Likelihood

There are still significant resource
implications to enable this scheme to
become operational, but there is now
sufficient evidence available to allow the
Local Plan to progress to the Regulation
19 stage of consultation.
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Agenda Item 11

Report to Audit Committee Horsham
12 July 2023 District
Council

By the Director of Resources
INFORMATION REPORT

Not exempt

Treasury Management Activity and Prudential Indicators 2022/23

Executive Summary

This report covers treasury activity and prudential indicators for 2022/23. At 31 March
2023, the Council’s investments totalled £75.0m (£83.3m 2021/22) with no external debt.

During 2022/23, the Council’s cash balances were invested in accordance with the
Council’s treasury management strategy and its associated indicators apart from one
indicator where the actual interest rate sensitivity exceeded the estimate and two
instances where the Council’s operational bank account exceeded the single bank limit.
These instances have previously been reported to this Committee.

Interest of £2.285m (£0.942m in 2021/22) was earned on investments, an average return
of 2.6% (1.2% in 2021/22). This was £1.320m over the budget of £0.965m. Investment
property income was £3.74m (£3.47m 2021/22), in line with the estimate in the strategy.

Investment income from treasury operations has been stronger than expected as interest
rates climbed throughout the year. Income from investment properties has largely
recovered from the pandemic lows.

Recommendations
The Committee is recommended to:

i) Note the Treasury Management stewardship report for 2022/23.
ii) Note the actual prudential indicators for 2022/23.

Reasons for Recommendations

i) The annual treasury report is a requirement of the Council’s reporting procedures.
i) This report also covers the actual Prudential Indicators for 2022/23 in accordance
with the requirements of the relevant CIPFA Codes of Practice.

Background Papers

“Capital Strategy 2022/23 incorporating Investment and Treasury Management Strategy” -
Audit Committee 1 December 2021

“Budget for 2022/23” - Cabinet 27 January 2022; Council 9 February 2022

“Treasury Management and Prudential Indicators mid-year report 2022/23” Audit
Committee 7 December 2022

Consultation: Arlingclose Ltd — the Council’s Treasury Management advisers

Wards affected: All

Contact: Julian Olszowka, Group Accountant (Technical), 01403 215310
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Background Information

1.2

1.3

1.4

2.2

Introduction

This report covers treasury management activity and prudential indicators for
2022/23. It meets the requirements of the CIPFA Code of Practice on Treasury
Management and the CIPFA Prudential Code for Capital Finance in Local
Authorities. The Council is required to comply with both Codes through Regulations
issued under the Local Government Act 2003.

In line with the CIPFA Codes, the Council adopts prudential indicators for each
financial year and reports on performance relative to those indicators. This
requirement is designed to demonstrate that capital spending is prudent, affordable
and sustainable and that treasury management decisions are taken in accordance
with good professional practices. This report compares the approved indicators with
the outturn position for 2022/23. Actual figures have been taken from or prepared on
a basis consistent with the Council’s Statement of Accounts. It should be noted that
those statements are not yet signed off by the auditor.

The original prudential indicators for 2022/23, together with a Capital Strategy and
Treasury Management Strategy 2022/23, were agreed by Council on 9 February
2022 having been approved by this Committee on 1 December 2021.

These indicators were the first incorporating a revision to the Prudential Code for
Capital Finance and Treasury Management Code published by CIPFA on 20
December 2021.

The Council’s Capital Expenditure and Financing 2022/23

This is one of the required prudential indicators and shows total capital expenditure
for the year and how this was financed. The estimates include revisions to the
original indicators approved by the Council on 9 February 2022 as a part of the
budget report.

2022/23 Actual Estimate | Variance
£m £m £m

Services capital expenditure® 4.7 5.5 (0.8)
Capital Investments* 0.5 0.6 (0.1)
Resourced by:
External resources 2.7 24 0.3
Internal Resources 2.5 3.7 (1.2)
Debt (unfinanced capital spend) 0.0 0.0 0.0
Total financing 5.2 6.1 (0.9)

*Capital expenditure here differs from capital outturn report by capitalised salaries

The services capital spend in 2022/23 was slightly under the budget as revised in
the 2023/24 budget report. The capital investments, which covers the Housing
Subsidiary loans and equity was slightly below estimate.
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3.2

3.3

4.2

4.3

4.4

4.5

The Council’s Overall Borrowing Need

The Council’s underlying need to borrow is termed the Capital Financing
Requirement (CFR). It represents the accumulated net capital expenditure which
has not been financed by revenue or other resources. Part of the Council’s treasury
activities is to address this borrowing need, either through borrowing from external
bodies, or utilising temporary cash resources.

The Council is required to make an annual revenue charge, the Minimum Revenue
Provision (MRP), to reduce the CFR — effectively a repayment of the borrowing
need. The Council’'s 2022/23 MRP Policy, as required by the Department for
Levelling Up, Housing and Communities (DLUHC) Guidance, was approved on 9
February 2022 as a part of the 2022/23 Budget report.

The Council’s CFR for the year is shown below, and represents a key prudential
indicator because it is a measure of the Council’s underlying indebtedness. As there
was no additional unfinanced expenditure the only movement in the CFR is its
reduction by the Minimum Revenue Provision.

Capital Financing Requirement Actual Estimate Variance
£m £m £m

Opening balance 1 April 2022 33.6 33.6 0.0

Debt/unfinanced capital expenditure 0.0 0.0 0.0

less Minimum Revenue Provision (0.9) (0.9) 0.0

Closing balance 31 March 2023 32.7 32.7 0.0

Treasury Position at 31 March 2023

Whilst the Council’s gauge of its underlying need to borrow is the CFR, the Director

of Resources can manage the Council’s actual borrowing position by either

borrowing to the level of the CFR or choosing to utilise other available funds instead,

sometimes termed under-borrowing. The Council is under-borrowed as it has no

external debt.

Although the Council is under-borrowed relative to its CFR, it also holds investments

and the summary treasury position on the 31 March 2023 compared with the

previous year is shown below. This is a snapshot of investments on the date and the

rates will not necessarily be equal to the whole year average figures.

Treasury position 31 March 2023 31 March 2022
Principal Average Principal Average
£m Rate £m Rate
Fixed Interest Rate Debt - - - -
Investments 75.0 3.4% 83.3 1.5%

Returns for shorter term cash has increased markedly as inflation surged and

central banks reacted with rate rises. This has resulted in income greatly exceeding

the budget.

The Council’s cash levels were down on last year as some of the various unused
Covid-19 related grants were repaid but still remained close to historically high

levels.

The increasing rates meant the budget, which was set when interest rates had not
started their rise, was exceeded by £1.3m.
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5.2

5.3

5.4

5.5

5.6

Prudential Indicators

Gross Debt and the Capital Financing Requirement CFR - In order to ensure that
borrowing levels are prudent over the medium term the Council’s external debt must
only be for a capital purpose. Gross debt should not, therefore, except in the short
term, exceed the CFR for 2022/23 plus the expected CFR movement over 2023/24
and 2024/25. As there is no external debt planned and the CFR is over £32m and in
the budget plans of the Council it is not projected to decrease significantly over the
relevant future period, the Council has complied with this prudential indicator.

The Authorised Limit is the “Affordable Borrowing Limit” required by section 3 of
the Local Government Act 2003. The Council set the Authorised Limit at £15m for
2022/23. The table below demonstrates that during 2022/23 the Council has
maintained gross borrowing within its Authorised Limit.

The Operational Boundary is the expected borrowing position of the Council
during the year. Periods where the actual position is either below or over the
Boundary are acceptable subject to the Authorised Limit not being breached. This
indicator was set at £0m. There was no gross borrowing in the year.

2022/23
Authorised Limit £15m
Operational Boundary £0m
Maximum gross borrowing position in the year £0m
Minimum gross borrowing position in the year £0m

Actual financing costs as a proportion of net revenue stream - This indicator
shows the cost of capital (borrowing and other long term obligation costs) against
the net revenue stream. This is a gauge of the affordability of capital spend and as
the Council has no borrowing is purely the MRP charge. The actuals are in line with
estimate.

2022/23 actual 2022/23 forecast

Financing costs (£m) 0.9 0.9

Proportion of net revenue stream 7% 7%

Interest rate exposure — This indicator is set to control interest rate risk. The upper
limits on the one-year revenue impact of a 1% rise or fall in interest rates are shown
in the table below. The impact of change in interest rates is calculated on the
assumption that maturing investment will be replaced at current rates.

Actual Limit
Limit one-year revenue impact of a 1% rise in interest £0.175m | £0.250m
rates
Limit one-year revenue impact of a 1% fall in interest -£0.175m | -£0.250m
rates

Maturity structures of fixed borrowing - These gross limits are set to reduce the
Council’s exposure to large fixed rate loans falling due for refinancing. Although the
Council has no borrowing this indicator is required by the CIPFA code.
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5.7

5.8

5.9

6.2

6.3

Maximum percentage of borrowing Upper Lower Actual
in each age category

Under 12 months 100% 0% 0%
12 months to 2 years 100% 0% 0%

2 years to 5 years 100% 0% 0%

5 years to 10 years 100% 0% 0%
10 years and above 100% 0% 0%

Total Principal Funds Invested over a year — These limits cover the Council’s
exposure to the possibility of loss that might arise as a result of it having to seek
early repayment or redemption of investments. The limits and actuals on the long-
term principal sums invested to final maturities beyond the period ends are below
and the actual values were within the limits.

£m 2022/23 | 2023/24 | 2024/25
Actual principal invested beyond year-end £13.4m | £13.4m | £11.4m
Limit on principal invested beyond year-end | £16m £14m £12m

Economic and treasury management context for 2022/23

The Council’s treasury management activities are critically affected by what is
happening in the general economy which is subject to continuing uncertainty. The
Council has engaged Arlingclose Ltd to advise on various aspects of Treasury
Management and a part of that advice, a commentary on the economic background
and the finance sector during 2022/23, is included as Appendix A to this report.

Debt management activity during 2022/23

No new borrowing was undertaken and the Council continues to have no debt. As
the CFR shown above is £32.7m the Council is using its internal resources in lieu of
borrowing. This lowers overall treasury risk by reducing both external debt and
temporary investments and was judged to be the best way of funding capital
expenditure. Current borrowing costs have risen markedly from their historic low
levels (e.g. PWLB 50 year loan around 5% whereas last year was around1.8%)

Investment activity in 2022/23

In line with both the CIPFA Treasury management Code and government guidance
the Council’s objectives are to give priority to the security and liquidity of its funds
before seeking the best rate of return. The guidance also requires the Council to
approve an investment strategy before the start of each financial year and regularly
report progress against it.

The strategy follows the CIPFA and government guidance that require the Council
to invest its funds prudently, and to have regard to the security and liquidity of its
investments before seeking the highest rate of return, or yield. The Council’s
objective when investing money is to strike an appropriate balance between risk and
return, minimising the risk of incurring losses from defaults and the risk of receiving
unsuitably low investment income.

The Council’s longer term cash balances comprise revenue and capital reserves
and its core cash resources are shown in the table below. The Council is borrowing
internally to cover its CFR which reduces the funds to be invested. The underlying
need to borrow for capital purposes is measured by the Capital Financing
Requirement (CFR), while usable reserves and working capital are the underlying
resources available for investment. As the resources available exceed the CFR the
Council holds net investments as shown below.
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6.4

6.5

6.6

6.7

6.8

Balance Sheet Resources 31 March 2023
£m
General fund CFR -33
Less Usable reserves 96
Less working capital 12
Total 75

The breakdown of investments held at period end.

31.3.22 Movement | 31:3-23 31.3.23
Balance £m Balance Rate
£m £m %

Call accounts 4.1 -3.3 0.8 1.0
Money Market Funds — call 10.5 -3.0 7.5 4.1
Money Market Funds — cash 13.3 -0.2 13.1 1.7
plus or short bonds
Short-term deposits 29.5 -21.0 8.5 3.0
Short term Bonds 0 2.9 2.9 4.6
Long-term Bonds 0 13.4 134 4.5
Pooled Funds - Property 5.6 -0.9 4.7 3.6
Pooled Funds — Multi-Asset 6.9 1.5 8.4 3.9
Pooled Funds — Equity 5.6 3.0 8.6 3.5
Pooled Funds — Bonds 5.7 -04 5.3 3.4
REIT 2.1 -0.3 1.8 2.6
Total Investments 83.3 -8.3 75 3.4

Yield - The investment income budget for the year 2022/23 was £0.965m (£0.792m
in 2021/22). The actual interest received was £2.285m (£0.942m in 2021/22). Cash
balances were well above budget throughout the year with the year-end figure
being £30m higher than the projections from late 2021 which were used for the
budget as cash outflows were overestimated and inflows underestimated. Actual
rates far exceeded the budgeted rates which were set in late 2021 when bank rate
was 0.25% and although there was the awareness of rising inflation, at the time
there was the belief that the increase in inflation would be relatively modest. Overall
return was pushed up to 2.6% (1.2% in 2021/22) against a budgeted return of 1.6%.

Security — A benchmark is used as a way of expressing the credit risk of the whole
portfolio of counterparties that the Council invests with. The Council has adopted a
benchmark of an equivalent credit rating of A against which the portfolio was
assessed at the end of each month. The portfolio average credit rating was a
minimum of A+ in the year which is one notch above the benchmark.

Liquidity benchmark — The Council needs to ensure it has a sufficient level of
liquidity so it has funds available when necessary. To ensure liquidity the Council
sets a benchmark of the amount of cash available to meet unexpected payments
within a rolling three month period, without additional borrowing. For 2022/23 the
benchmark amount was £3m. The actual funds available were in excess of the
benchmark for the whole year; the lowest amount available overnight was £8m.

Compliance with strategy — The strategy was complied with throughout 2022/23
with the exception of two instances when the Council’s current bank account
balance exceeded £2.5m and the interest sensitivity indicator being exceeded at the
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6.9

6.10

6.11

6.12

6.13

mid-year point. These instances were reported in the mid-year report to this
Committee on 7 December 2022.

Pooled funds — The Council holds £26.9m in unrated pooled funds comprising
equity, bonds and property. In 2022/23 they yielded £1.07m. These funds are a
useful diversifier for the treasury portfolio but are subject to a variable capital value.
The value of the investments at the year-end was £0.73m below the initial
investment. At the end of last year the capital value was £1.5m above the original
value so there is a degree of volatility.

Many of the pooled funds have a significant bond component and fixed income
bond values were hit by rising interest rates. Bonds had their worst year of
performance in several decades. Long-term government bonds had their worst year
ever as central banks delivered larger interest rates hikes than initially expected and
promised more rises to combat inflation. In the next year bond values should
recover as interest rates reach their peak and their increased yields will increase
dividends.

The equity element of Pooled funds also suffered as the outlook of sticky inflation,
rapid policy rates tightening and an increasing risk of recession damaged
confidence. The tighter financial conditions, higher bond yields and challenges in
some segments of commercial real estate (e.g., offices post-COVID, high street
shops and shopping centres) saw commercial property values also fall during the
year.

Variable Net Asset Value Money Market Funds — The Council uses Low Volatility
Net Asset Value Money Market Funds for day-to-day liquidity. The low volatility
refers to the fact that each unit of the fund costs £1 to buy and is redeemed at £1.
To facilitate this, the investments within the funds are short term and liquid and so
returns are close to Bank of England bank rate. As the Council has cash it can
invest over the medium term it has £13.1m in money market funds which can invest
in longer term instruments like short term bonds and consequently should have
higher yields but where the value of a unit invested can change. At a time of rising
rates these type of funds can lag behind the shorter duration money market funds
as their overall average rates do not respond as quickly to the new rates. They also
suffer a reduction in capital value as they have older bonds with lower rates which
will take longer to mature so that the newer higher interest bonds can replace them.
The value of these funds on 31 March 2023 was £232,000 lower than the purchase
price.

Although the volatility of capital values is a concern, the Council has sufficient long
term funds to avoid crystallising any capital losses. In the Council’s accounts these
unrealised capital gains or losses will not have an impact on the General Fund as
the Council can defer them to a reserve account. The Government has agreed this
will remain the case until 2025/26. There is no guarantee this will be extended so
the Council will have to consider how to deal with a potential charge to its revenues
from 2025/26.
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6.14

6.15

6.16

6.17

6.18

6.19

Social Housing REIT - In 2019/20 the Council invested £2m in a REIT specialising
in supported social housing. The pandemic had significantly delayed its
development of sites so dividends have been lower than expected at 2.7%. The
expectation is that the REIT will continue to develop its operations and grow its
dividends. There was a small capital loss of £120,000 at the year-end. Any
unrealised capital gains or losses will not have an impact on the General Fund as
the Council can defer them to a reserve.

Covered and Supranational Bonds During the year a number of covered and
supranational bonds were purchased. These are highly secure AAA rated bonds
that are covered by collateral or recourse to national governments. They have a
variety of maturities over the next 4 years at a fixed rate return.

Non-Treasury investments

The definition of investments in CIPFA’s revised Treasury Management Code now
covers all the financial assets of the Authority as well as other non-financial assets
which the Council holds primarily for financial return. This is replicated in DLUHC’s
Investment Guidance, in which the definition of investments is further broadened to
also include all such assets held partially for financial return.

At year end the Council held £58.0m of directly owned property and £0.18m loans
to local bodies for service purposes. These investments generated £3.74m of
investment income for the Council after taking account of direct costs and making
provision for possible losses, representing a rate of return of 6.4%. Income was in
line with the estimated income of £3.7m at a return 6.6% in the original 2022/23
strategy.

Net income from commercial and service investments to net revenue stream:
This indicator is designed to show the proportion that commercial and service net
income forms of the whole Council’s net revenue stream and so how far the council
relies on the income.

2022/23 2022/23

actual forecast
Total net income from service and commercial investments £3.7m £3.7m
Proportion of net revenue stream 29% 28%

The income from these non-treasury investments provides an important contribution
to financing of the Council’s overall service delivery. To ensure stable income flows
the Council has a core of longer term leases. The Council’s properties have very
high occupancy in the high 90% and so can place reasonable reliance on a stable
flow of rents. That said, there is a significant retail element which will not be immune
from the well-recognised risks to the sector.
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6.20 Below is a breakdown of performance grouping assets by type.

6.21

6.22

6.23

Property by type 31.3.2023 actual 2022/23
£millions Purchase Gains or Value in Capital Income
cost / 31st losses accounts Gain or Return
March 2007 loss in year In year
value
Retail — legacy 2.7 1.9 4.6 -0.1 8.1%
Retail — Swan Walk 9.5 -7.5 2.0 0.1 11.1%
Light industrial - legacy 9.3 9.9 19.2 -0.5 6.8%
Healthcare — legacy 6.5 1.6 8.1 -0.3 6.2%
Office - legacy 1.3 0.6 1.9 -0.1 4.5%
Retail - recent 14.7 -6.1 8.6 -1.0 8.1%
Light industrial — recent 6.3 3.8 10.1 0.1 5.2%
Healthcare — recent 0.9 0.0 0.9 -0.3 5.8%
Education -recent 1.8 -0.1 1.7 -0.1 1.3%
Leisure - recent 1.5 -0.6 0.9 0.0 -4.9%
Total properties 54.5 3.5 58 -2.2 6.4%

The purchase cost figures above need to be viewed with care as no reliable

purchase cost is available for the legacy categories and Swan Walk so the base
valuation is the earliest full valuation we have, which is from 2007 when retail was
probably at its peak value. Overall capital values are above notional “purchase cost”
with the light industrials compensating for retail weakness.
return, care should be taken as the denominator is the valuation at the year-end
which is subject to annual revaluation.

In terms of percentage

The return for Swan Walk is an estimate as the accounts for the year ending last
October have not yet been supplied to the Council. Swan Walk was badly affected
by the pandemic with many tenants seeking reductions in their rents and the
leasehold was also sold by Aviva in 2021/22. Officers have been pursuing the
managing agents for the accounts but the overhang from the pandemic and the
transfer of ownership seems to have had a longer lasting effect than expected.

The category of recent education properties was affected by the departure of
Bohunt School leaving the property empty for much of the year. The site requires
some work but is currently under offer for a new long term tenant. The recent
leisure properties (The Rec) income was impacted by Covid rent arrears being
written off because the tenant went into liquidation. The property is now under
offer on a new long lease at a significantly enhanced rent (subject to an extended

rent free)
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6.24 The 2022/23 strategy also set a series of performance indicators shown below.

6.25

6.26

6.27

6.28

6.29

6.30

8.1

9.1

10
10.1

Indicator 2022/23 | 2022/23
Actual Forecast
Commercial investments: Property Overall value £58.0m £57m
Debt to net service expenditure ratio 0% 0%
Commercial income to net service expenditure ratio 34% 34%
Net income return target 6.4% 6.6%
Operating overheads of property section attributable to 6.1% 6.0%
commercial property as a proportion of net property
income
Average Vacancy levels 4% 3%
Tenant/s over 5% of overall income 5 4
Weighted Average Unexpired Lease Term (WAULT) 14yr 7m 14yr
Bad debts written off £82,281 | £200,000

The overall value of investment property slightly exceeded the estimate made in
December 2021 due to valuations holding up more than projected.

The Weighted Average Unexpired Lease Term (WAULT) is in line with estimate,

Overheads as a percentage of income was slightly over estimate. This was
because the budgeted income was marginally higher in the forecast.

Swan Walk income just edged above 5% in the year to make 5 tenants over 5% of
overall income.

Bad debts written off in the year 2022/23 are due to some extent to ongoing effects
of the pandemic and the cost of living crisis.

The valuation figures are based on the unaudited accounts. If there are significant
changes for the final audited accounts, the changes in treasury management
activity and prudential indicators will be reported to the committee.

Resource consequences

This report provides information only; no staffing or financial resources are required
as a result of it.

Legal considerations and implications

There are no legal consequences.

Risk assessment

The framework of indicators and reporting against them provides an effective
system of risk control.

Procurement implications

There are no procurement implications.
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11 Equalities and Human Rights implications / Public Sector Equality Duty

11.1  There are no impacts on any relevant groups and no Equalities Impact Assessment
is required.

12 Environmental implications

12.1 There are no direct environmental impacts from this report.

13 Other considerations

13.1 There are no Data Protection implications or issues concerning Crime & Disorder.
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Appendix A Arlingclose Commentary on 2022/23

Economic Background: The war in Ukraine continued to keep global inflation above
central bank targets and the UK economic outlook remained relatively weak with the chance
of a mild recession. The economic backdrop during the January to March period continued
to be characterised by high energy and commaodity prices, high inflation, and the associated
impact on household budgets and spending.

Central Bank rhetoric and actions remained consistent with combatting inflation. The Bank
of England, US Federal Reserve, and European Central Bank all increased interest rates
over the period, even in the face of potential economic slowdowns in those regions.

Starting the financial year at 5.5%, the annual CPI measure of UK inflation rose strongly to
hit 10.1% in July and then 11.1% in October. Inflation remained high in subsequent months
but appeared to be past the peak, before unexpectedly rising again in February. Annual
headline CPI registered 10.4% in February, up from 10.1% in January, with the largest
upward contributions coming from food and housing. RPI followed a similar pattern during
the year, hitting 14.2% in October. In February RPI measured 13.8%, up from 13.4% in the
previous month.

Following the decision by the UK government under Rishi Sunak and Jeremy Hunt to
reverse some of the support to household energy bills announced under Liz Truss, further
support in the form of a cap on what energy suppliers could charge household was
announced in the March Budget to run from April until end June 2023. Before the
announcement, typical household bills had been due to rise to £3,000 a year from April.

The labour market remained tight albeit with some ongoing evidence of potential loosening
at the end of the period. The unemployment rate 3mth/year eased from 3.8% April-June to
3.6% in the following quarter, before picking up again to 3.7% between October-December.
The most recent information for the period December-February showed an unemployment
rate of 3.7%.

The inactivity rate was 21.3% in the December-February quarter, slightly down from the
21.4% in the first quarter of the financial year. Nominal earnings were robust throughout the
year, with earnings growth in December-February at as 5.7% for both total pay (including
bonuses) and 6.5% for regular pay. Once adjusted for inflation, however, both measures
were negative for that period and have been so throughout most of the year.

Despite household budgets remaining under pressure, consumer confidence rose to -36 in
March, following readings of -38 and -45 in the previous two months, and much improved
compared to the record-low of -49 in September. Quarterly GDP was soft through the year,
registering a 0.1% gain in the April-dJune period, before contracting by (an upwardly revised)
-0.1% in the subsequent quarter. For the October-December period was revised upwards to
0.1% (from 0.0%), illustrating a resilient but weak economic picture. The annual growth rate
in Q4 was 0.6%.

The Bank of England increased the official Bank Rate to 4.25% during the financial year.
From 0.75% in March 2022, the Monetary Policy Committee (MPC) pushed through rises at
every subsequent meeting over the period, with recent hikes of 50bps in December and
February and then 25bps in March, taking Bank Rate to 4.25%. March’s rise was voted by
a majority of 7-2, with two MPC members preferring to maintain Bank Rate at 4.0%. The
Committee noted that inflationary pressures remain elevated with growth stronger than was
expected in the February Monetary Policy Report. The February vote was also 7-2 in favour
of a hike, and again with two members preferring to keep Bank Rate on hold.
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After reaching 9.1% in June, annual US inflation slowed for eight consecutive months to 6%
in February. The Federal Reserve continued raising interest rates over the period with
consecutive increases at each Federal Open Market Committee meetings, taking policy
rates to a range of 4.75%- 5.00% at the March meeting.

From the record-high of 10.6% in October, Eurozone CPI inflation fell steadily to 6.9% in
March 2023. Energy prices fell, but upward pressure came from food, alcohol, and tobacco.
The European Central Bank continued increasing interest rates over the period, pushing
rates up by 0.50% in March, taking the deposit facility rate to 3.0% and the main refinancing
rate to 3.5%.

Financial markets: Uncertainty continued to be a key driver of financial market sentiment
and bond yields remained relatively volatile due to concerns over elevated inflation and
higher interest rates, as well as the likelihood of the UK entering a recession and for how
long the Bank of England would continue to tighten monetary policy. Towards the end of the
period, fears around the health of the banking system following the collapse of Silicon Valley
Bank in the US and purchase of Credit Suisse by UBS caused further volatility.

Over the period the 5-year UK benchmark gilt yield rose from 1.41% to peak at 4.70% in
September before ending the financial year at 3.36%. Over the same timeframe the 10-year
gilt yield rose from 1.61% to peak at 4.51% before falling back to 3.49%, while the 20-year
yield rose from 1.82% to 4.96% and then declined to 3.82%. The Sterling Overnight Rate
(SONIA) averaged 2.24% over the period.

Credit review: Early in the period, Moody’s affirmed the long-term rating of Guildford BC
but revised the outlook to negative. The agency also downgraded Warrington BC and
Transport for London.

In July Fitch revised the outlook on Standard Chartered and Bank of Nova Scotia from
negative to stable and in the same month Moody’s revised the outlook on Bayerische
Landesbank to positive. In September S&P revised the outlook on the Greater London
Authority to stable from negative and Fitch revised the outlook on HSBC to stable from
negative.

The following month Fitch revised the outlook on the UK sovereign to negative from stable.
Moody’s made the same revision to the UK sovereign, following swiftly after with a similar
move for a number of local authorities and UK banks including Barclays Bank, National
Westminster Bank (and related entities) and Santander.

During the last few months of the reporting period there were only a handful of credit
changes by the rating agencies, then in March the collapse of Silicon Valley Bank (SVB) in
the US quickly spilled over into worries of a wider banking crisis as Credit Suisse
encountered further problems and was bought by UBS.

Credit Default Prices had been rising since the start of the period on the back of the invasion
of Ukraine, and in the UK rose further in September/October at the time of the then-
government’s mini budget. After this, CDS prices had been falling, but the fallout from SVB
caused a spike on the back of the heightened uncertainty. However, they had moderated
somewhat by the end of the period as fears of contagion subsided, but many are still above
their pre-March levels reflecting that some uncertainty remains.

On the back of this, Arlingclose reduced its recommended maximum duration limit for
unsecured deposits for all UK and Non-UK banks/institutions on its counterparty list to 35
days as a precautionary measure. No changes were made to the names on the list.
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As market volatility is expected to remain a feature, at least in the near term and, as ever,
the institutions and durations on the Authority’s counterparty list recommended by
Arlingclose remains under constant review.

Local authorities remain under financial pressure, but Arlingclose continues to take a
positive view of the sector, considering its credit strength to be high. Section 114 notices
have been issued by only a handful of authorities with specific issues. While Arlingclose’s
advice for local authorities on its counterparty list remains unchanged, a degree caution is
merited with certain authorities
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Agenda Item 12
Report to Audit Committee Horsham
District

12 July 2023 -
Council

By the Directors of the Housing Companies’

Not Exempt

Subsidiary Housing Company Accounts

Executive summary

In March 2019, Cabinet approved the creation of two companies for the purposes of
providing affordable rental housing in the District. Horsham District Homes Ltd (HDH), the
development company, and Horsham District Homes (Holdings) Ltd (HDHH) were both
incorporated in 2019.

Company law requires the directors of the companies to prepare financial statements for
each financial period.

The Council is not required to prepare consolidated group accounts for 2022/23 as the value
of the transactions in the companies’ accounts are considered immaterial. However, the
accounts for the companies have been audited by an independent auditor and will be
approved and signed by the boards at the companies’ board meeting later in the year.

The audited annual report and financial statements for both companies are included within
this report.

Recommendations

That the Committee is recommended to note:

i) the statement of accounts for the subsidiary companies.

i) the update from the subsidiary companies provided within this report.

Reasons for recommendations

i) Clause 8.1.2 of the shareholders agreement says the Company shall provide to the
Council the annual accounts as soon as practicable.

i) In preparation for these accounts being material and potentially being consolidated
with the Councils statement of accounts in future years.

Background papers: None
Wards affected: All
Contact: Samantha Wilson, Company Director, 01403 215309
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Background Information

12

3.2

3.3

Introduction and background

The Council incorporated two housing subsidiary companies in 2019. Company law
requires the directors of the companies to prepare financial statements for each
financial period. This report provides background information to the financial
statements.

The Council is not required to prepare group accounts for 2022/23 as the value of
the transactions within the companies is considered immaterial. The Council will
continue to assess whether group accounts are required, however, with decisions
on developments paused due to the impact of water neutrality it is unlikely that
group accounts will be required for 2023/24. The accounts for the companies have
been audited, by an independent auditor, and will be approved and signed by the
companies’ boards of directors at the June board meetings.

Relevant Council policy

The 2019 to 2023 Corporate Plan sets out the Council’s strategic objectives and
includes creating great places for people to live and work and creating a strong
safe and healthy community. Paragraph 3.2.2 of the corporate plan states the
objective of using the Council’s affordable housing company to build affordable
homes in areas of high demand.

Details

Horsham District Homes Limited (HDH)

The accounts for the year ended 31 March 2023 are included within this report. During
the year, the development of three homes in Roman Way, Billingshurst completed
and the homes were transferred to HDHH. The company continues to work on
opportunities in Horsham Town for its next developments, plans are being discussed
but due to water neutrality they have not yet been submitted to the planning
department. A small surplus was made as a result of the Roman Way transfer,
however, the general operational running costs incurred during in the year, resulted
in a reported loss for the year.

Horsham District Homes (Holdings) Limited (HDHH)

The accounts for the year ended 31 March 2023 are included within this report. The
company received s106 housing and enabling contributions from the Council to
purchase three homes from the development company, HDH. The income from
existing stock of five properties and the three additional properties have contributed to the net
profit for the year.

The accounts for both companies have been prepared on a going concern basis due
to anticipated small losses in the early years being supported by the Council. With
the existing stock of eight units HDHH will continue to make a small profit each year
which will enable the companies to cumulatively break even in 2025/26. If more
units are added this will happen sooner.

Next steps

The Council will continue to review the materiality of the transactions for the purposes
of group accounts.
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5.1

6.1

7.1

8.1

9.2

10
10.1

11

11.1

12
121

13
13.1

Outcome of consultations
No consultations were required.

Other courses of action considered but rejected
None

Resource consequences

There are no direct Council resource consequences arising from this report.

Legal consequences

For 2023/24, the Council is likely to be required to produce consolidated financial
statements under the Accounts and Audit (England) Regulations 2015

Risk assessment

There are no risks to the Council for 2022/23 due to the companies’ accounts not
being consolidated to form group accounts with the Council’'s Statement of
Accounts.

There is no risk that the companies will miss the deadline for filing the statements
with Companies House is September 2023.

Procurement implications

There are no procurement implications associated with this report.

Equalities and Human Rights implications / Public Sector Equality
Duty

There are no equalities and human rights implications associated with this report.

Environmental implications

There are no environmental implications from this report.

Other considerations

There are no GDPR / Data Protection or Crime & Disorder implications
arising from this report.
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Draft Financial Statements at 21 April 2023 at 15:24:48

Company registration number 12173332 (England and Wales)

HORSHAM DISTRICT HOMES LIMITED
ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2023
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Draft Financial Statements at 21 April 2023 at 15:24:48

HORSHAM DISTRICT HOMES LIMITED

COMPANY INFORMATION

Directors S Wilson
A Chalmers (resigned 22 June 2022)
B Elliott

R Jarvis (appointed 22 June 2022, resigned 13 December 2022)
P Anderson (appointed 13 December 2022)

Company number 12173332

Registered office Parkside
Chart Way
Horsham

West Sussex
RHI12 1IRL

Auditor Richard Place Dobson Services Limited
Ground Floor
1 - 7 Station Road
Crawley
West Sussex
RH10 1HT
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HORSHAM DISTRICT HOMES LIMITED
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Directors' responsibilities statement
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Notes to the financial statements
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Draft Financial Statements at 21 April 2023 at 15:24:48

HORSHAM DISTRICT HOMES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2023

The directors present their annual report and financial statements for the year ended 31 March 2023.

Principal activities

The principal activity of the company continued to be that of development of affordable housing for resale to its subsidiary
company, Horsham District Homes (Holdings) Limited.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as follows:

S Wilson

A Chalmers (resigned 22 June 2022)

B Elliott

R Jarvis (appointed 22 June 2022, resigned 13 December 2022)
P Anderson (appointed 13 December 2022)

Statement of Going Concern

The company's business activities together with the factors likely to affect it's future development, it's financial position, financial
risk management objectives, details of exposure to liquidity and cash flows have been considered by the Directors who are
confident the company remains a going concern and is expected to continue to be.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit information of
which the company’s auditor is unaware. Additionally, the directors individually have taken all the necessary steps that they ought
to have taken as directors in order to make themselves aware of all relevant audit information and to establish that the company’s
auditor is aware of that information.

Small companies exemption
This report has been prepared in accordance with the provisions applicable to companies entitled to the small companies
exemption.

On behalf of the board

S Wilson
Director

Date: .oooooeeeeeeeeeeeeeee e
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Draft Financial Statements at 21 April 2023 at 15:24:48

HORSHAM DISTRICT HOMES LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MARCH 2023

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law). Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period. In preparing these financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;

« make judgements and accounting estimates that are reasonable and prudent;

« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will
continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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Draft Financial Statements at 21 April 2023 at 15:24:48

HORSHAM DISTRICT HOMES LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF HORSHAM DISTRICT HOMES LIMITED

Opinion

We have audited the financial statements of Horsham District Homes Limited (the 'company') for the year ended 31 March 2023
which comprise the profit and loss account, the balance sheet and notes to the financial statements, including significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 The Financial Reporting Standard applicable in
the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
« give a true and fair view of the state of the company's affairs as at 31 March 2023 and of its loss for the year then ended;
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
« have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the financial statements
section of our report. We are independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors' use of the going concern basis of accounting in the
preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the company's ability to continue as a going concern for a period of at
least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections
of this report.

Other information

The other information comprises the information included in the annual report other than the financial statements and our auditor's
report thereon. The directors are responsible for the other information contained within the annual report. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do
not express any form of assurance conclusion thereon. Our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the course of
the audit, or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial statements
themselves. If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of our audit:
« the information given in the directors' report for the financial year for which the financial statements are prepared is consistent
with the financial statements; and
« the directors' report has been prepared in accordance with applicable legal requirements.
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Draft Financial Statements at 21 April 2023 at 15:24:48

HORSHAM DISTRICT HOMES LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF HORSHAM DISTRICT HOMES LIMITED

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we have
not identified material misstatements in the directors' report. We have nothing to report in respect of the following matters in
relation to which the Companies Act 2006 requires us to report to you if, in our opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us; or

« the financial statements are not in agreement with the accounting records and returns; or

« certain disclosures of directors' remuneration specified by law are not made; or

« we have not received all the information and explanations we require for our audit; or

« the directors were not entitled to prepare the financial statements in accordance with the small companies regime and take
advantage of the small companies' exemption in preparing the directors' report and from the requirement to prepare a strategic
report.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a
high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. The objectives of our audit are to
obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that have a direct effect on the
determination of material amounts and disclosures in the financial statements, to perform audit procedures to help identify
instances of non-compliance with other laws and regulations that may have a material effect on the financial statements, and to
respond appropriately to identified or suspected non-compliance with laws and regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement of the financial
statements due to fraud, to obtain sufficient appropriate audit evidence regarding the assessed risks of material misstatements due
to fraud through designing and implementing appropriate responses and to respond appropriately to fraud or suspected fraud
identified during the audit.

However it is the primary responsibility of management, with the oversight of those charged with governance, to ensure that the
entity’s operations are conducted in accordance with the provisions of laws and regulations and for the prevention and detection
of fraud.

In identifying and assessing the risks of material misstatement in respect of irregularities, including fraud, the audit engagement
team made enquiries of management, and those charged with governance, regarding the procedures relating to identifying,
evaluating and complying with;

1. laws and regulations and whether they were aware of any instances of non-compliance;

2. detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected or alleged
fraud;

3. the internal controls established to mitigate risks related to fraud or non-compliance with laws and regulations;
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Draft Financial Statements at 21 April 2023 at 15:24:48

HORSHAM DISTRICT HOMES LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF HORSHAM DISTRICT HOMES LIMITED

As a result of these procedures we consider the most significant laws and regulations that have a direct impact on the financial
statements are FRS 102, General Data Protection Regulations, Companies Act 2006, NHBC, Employment and Taxes regulations.
We performed audit procedures to detect non-compliance, which may have a material impact on the financial statements. These
included reviewing financial statement disclosures and evaluating advice received from external advisors. There were no
significant laws and regulations we deemed as having an indirect impact on the financial statements.

The audit engagement team identified the risk of management override of controls as the area where the financial statements were
most susceptible to material misstatement due to fraud. Audit procedures performed included but were not limited to testing
manual journal entries and other adjustments and evaluating the business rationale in relation to any significant, unusual
transactions and transactions entered into outside of the normal course of business.

A further description of our responsibilities is available on the Financial Reporting Council’s website at: https://www.frc.org.uk/
auditorsresponsibilities. This description forms part of our auditor's report.

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company's members those matters we are required to state
to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company's members as a body, for our audit work, for this report, or for
the opinions we have formed.

Karen Corduff ACA FCCA
(Senior Statutory Auditor)
For and on behalf of Richard Place Dobson Services Limited Date: ...ooovvieiiieeienns
Chartered Accountants
Statutory Auditor Ground Floor
1 - 7 Station Road
Crawley
West Sussex
RH10 1HT
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HORSHAM DISTRICT HOMES LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2023

2023 2022
£ £

Turnover 735,000
Cost of sales (721,990)
Gross profit 13,010 o
Administrative expenses (25,196) (14,876)
Loss before taxation (12,186) (14,876)
Tax on loss
Loss for the financial year (12,186) (14,876)
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HORSHAM DISTRICT HOMES LIMITED

BALANCE SHEET
AS AT 31 MARCH 2023

Fixed assets
Investments

Current assets
Stocks

Debtors
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets
Net assets

Capital and reserves
Called up share capital

Profit and loss reserves

Total equity

Notes

2023

41,892
424,741

466,633

(34,525)

432,108

432,109

500,000
(67,891)

432,109

2022

199,840
301,472
9,631

510,943

(66,649)

444,294

444,295

500,000
(55,705)

444,295

These financial statements have been prepared in accordance with the provisions applicable to companies subject to the small

companies regime.

The financial statements were approved by the board of directors and authorised for issue on

its behalf by:

S Wilson
Director

Company Registration No. 12173332
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HORSHAM DISTRICT HOMES LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2023

1.1

1.2

1.3

1.4

Accounting policies

Company information

Horsham District Homes Limited is a private company limited by shares incorporated in England and Wales. The registered
office is Parkside, Chart Way, Horsham, West Sussex, RH12 1RL.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the Companies Act 2006 as applicable to
companies subject to the small companies regime. The disclosure requirements of section 1A of FRS 102 have been applied
other than where additional disclosure is required to show a true and fair view.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary amounts in
these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention. The principal accounting policies adopted
are set out below.

These accounts present the financial information about Horsham District Homes Limited and do not consolidate its results
with it's trading subsidiary. Exemption from preparing group accounts has been taken as the group qualifies as small.

Going concern

The directors believe that preparing the financial statements on a going concern basis is appropriate due to the continued
financial support of the company's parent undertaking.

Turnover

Turnover is recognised at the fair value of the consideration received or receivable for goods and services provided in the
normal course of business, and is shown net of VAT and other sales related taxes. The fair value of consideration takes into
account trade discounts, settlement discounts and volume rebates.

When cash inflows are deferred and represent a financing arrangement, the fair value of the consideration is the present
value of the future receipts. The difference between the fair value of the consideration and the nominal amount received is
recognised as interest income.

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed
to the buyer (usually on dispatch of the goods), the amount of revenue can be measured reliably, it is probable that the
economic benefits associated with the transaction will flow to the entity and the costs incurred or to be incurred in respect
of the transaction can be measured reliably.

Revenue from contracts for the provision of professional services is recognised by reference to the stage of completion
when the stage of completion, costs incurred and costs to complete can be estimated reliably. The stage of completion is
calculated by comparing costs incurred, mainly in relation to contractual hourly staff rates and materials, as a proportion
of total costs. Where the outcome cannot be estimated reliably, revenue is recognised only to the extent of the expenses
recognised that it is probable will be recovered.

Stocks
Stocks comprises of land and work in progress, and is valued at the lower of actual cost and net realisable value.

Land Stocks is recognised at the time the liability is recognised which is generally after the exchange of contracts and once
an unavoidable obligation arises and is virtually certain the contract will be completed.
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HORSHAM DISTRICT HOMES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2023

1.5

1.6

1.7

1.8

Accounting policies (Continued)

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with banks, other short-
term liquid investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities.

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other
Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to the contractual
provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when there is a legally
enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to realise the asset
and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction price
including transaction costs and are subsequently carried at amortised cost using the effective interest method unless the
arrangement constitutes a financing transaction, where the transaction is measured at the present value of the future receipts
discounted at a market rate of interest. Financial assets classified as receivable within one year are not amortised.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered
into. An equity instrument is any contract that evidences a residual interest in the assets of the company after deducting all
of its liabilities.

Basic financial liabilities

Basic financial liabilities, including creditorsand loans from fellow group companies, are initially recognised at transaction
price unless the arrangement constitutes a financing transaction, where the debt instrument is measured at the present value
of the future payments discounted at a market rate of interest. Financial liabilities classified as payable within one year are
not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of business from
suppliers. Amounts payable are classified as current liabilities if payment is due within one year or less. If not, they are
presented as non-current liabilities. Trade creditors are recognised initially at transaction price and subsequently measured
at amortised cost using the effective interest method.

Equity instruments
Equity instruments issued by the company are recorded at the proceeds received, net of transaction costs. Dividends payable
on equity instruments are recognised as liabilities once they are no longer at the discretion of the company.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs are required to
be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services are received.

Termination benefits are recognised immediately as an expense when the company is demonstrably committed to terminate
the employment of an employee or to provide termination benefits.
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HORSHAM DISTRICT HOMES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2023

1.9

111

Accounting policies (Continued)

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates of the
transactions. At each reporting end date, monetary assets and liabilities that are denominated in foreign currencies are
retranslated at the rates prevailing on the reporting end date. Gains and losses arising on translation in the period are
included in profit or loss.

Investment in subsidiary
Investment in subsidiary companies are recognised at cost less any provision for impairment in value.

Overhead and Support Services

Costs relating to finance and legal services, for example, are purchased as a supply and form part of the Company's
administration costs.

Taxation
The tax expense represents the sum of the current tax payable and the deferred tax.

Current tax.
The tax currently payable is based on taxable profit for the year.

Deferred tax.

Deferred tax liabilities are generally recognised for all the timing differences and deferred tax assets are recognised to the
extent that it is probable that they will be recovered against future taxable profits.

Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements, estimates and
assumptions about the carrying amount of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised where the revision affects only that period, or in the period of the
revision and future periods where the revision affects both current and future periods.

Employees
The average monthly number of persons employed by the company during the year was 0,

Horsham District Homes Limited does not directly employ any staff. A service agreement is in place between Horsham
District Homes Limited and Horsham District Council.

Fixed asset investments

2023 2022
£ £
Shares in group undertakings and participating interests 1 1

Page 204

page 10



Draft Financial Statements at 21 April 2023 at 15:24:48

HORSHAM DISTRICT HOMES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2023

5

Subsidiaries
Horsham District Homes Limited holds the following investments in subsidiary companies:

Horsham District Homes Holdings Limited
Company Number: 12356985 (Registered in England)

Principal activity: Purchase of affordable housing to be rented to residents on the Horsham District Council waiting list

The aggregate capital and reserves of Horsham District Homes Holdings Limited at 31 March 2023 were

Share Capital; £1 (2022 - £1)
Reserves £(11,325) (2022 - £(36,619))

Stocks

Stocks

Debtors
Amounts falling due within one year:

Trade debtors
Amounts owed by group undertakings
Other debtors

Creditors: amounts falling due within one year

Amounts owed to group undertakings
Other creditors
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2023

39,466
2,425

41,892

2023

14,827
19,698

34,525

2022

199,840

2022

23,415
278,057

301,472

2022

11,876
54,773

66,649
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HORSHAM DISTRICT HOMES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2023

9 Capital Commitments

Amounts contracted for but not provided in the financial statements:

At 31 March 2023 Horsham District Homes Limited was committed to the following significant capital contracts
Roman Way Billingshurst

Total Contract value - £659,067

Paid - £641,475
Contract value outstanding - £17,592
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HORSHAM DISTRICT HOMES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2023

10

11

12

Related party transactions

Parent Undertaking

The parent undertaking and person with significant control of Horsham District Homes Linited is Horsham District
Council, a local authority in England and Wales. The address of the Council’s principal place of business is Parkside,
Chart Way, Horsham, West Sussex, RH12 1RL.

A summary of the Company’s transactions with Horsham District Council is outlined below:

o Under a services agreement, Horsham District Council provides support services to Horsham District Homes
Limited, these are included in administration costs. Amounts owed to Horsham District Council in respect of
these services are included in trade creditors.

o Horsham District Homes Limited is 100% owned by Horsham District Council. During the year to 31 March
2023 Horsham District Council had paid up 500,000 shares at £1 each.

Group undertakings
Horsham District Homes Limited wholly owns Horsham District Homes (Holdings) Limited. During the year ended 31

March 2022 Horsham District Homes Limited provided Horsham District Homes (Holdings) Limited with a loan to settle
their support services costs with the parent company, Horsham District Council.

Events after the reporting date
[may need to add Brian Elliott resigning as Director — this had not happened at 2 May 2023 ??
Going Concern

The Directors believe that preparing the financial statements on a going concern basis is appropriate due to the continued
financial support of Company’s parent undertaking.
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Company registration number 12356952 (England and Wales)

HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2023

The directors present their annual report and financial statements for the year ended 31 March 2023.

Principal activities

The principal activity of the company is the purchase of affordable housing to be rented to residents on Horsham District Council
waiting list.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as follows:

A Chalmers (resigned 22 June 2022)

R Jarvis

B Elliott

S Wilson

P Anderson (appointed 13 December 2022)

Statement of Going Concern

The Company's business activities together with the factors likely to affect it's future development, it's financial position, financial
risk management objectives, details of exposure to liquidity and cash flows have been considered by the Directors who are
confident the company remains a going concern and is expected to continue to be.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit information of
which the company’s auditor is unaware. Additionally, the directors individually have taken all the necessary steps that they ought
to have taken as directors in order to make themselves aware of all relevant audit information and to establish that the company’s
auditor is aware of that information.

Small companies exemption
This report has been prepared in accordance with the provisions applicable to companies entitled to the small companies
exemption.

On behalf of the board

S Wilson
Director

Date: .oooooeeeeeeeeeeeeeee e
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MARCH 2023

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law). Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period. In preparing these financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;

« make judgements and accounting estimates that are reasonable and prudent;

« prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will
continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

Opinion

We have audited the financial statements of Horsham District Homes (Holdings) Limited (the 'company') for the period ended 31
March 2022 which comprise the profit and loss account, the balance sheet and notes to the financial statements, including
significant accounting policies. The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and Republic
of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
« give a true and fair view of the state of the company's affairs as at 31 March 2023 and of its profit for the year then ended;
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
« have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the financial statements
section of our report. We are independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors' use of the going concern basis of accounting in the
preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the company's ability to continue as a going concern for a period of at
least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections
of this report.

Other information

The other information comprises the information included in the annual report other than the financial statements and our auditor's
report thereon. The directors are responsible for the other information contained within the annual report. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do
not express any form of assurance conclusion thereon. Our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the course of
the audit, or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial statements
themselves. If, based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of our audit:
« the information given in the directors' report for the financial year for which the financial statements are prepared is consistent
with the financial statements; and
« the directors' report has been prepared in accordance with applicable legal requirements.
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we have
not identified material misstatements in the directors' report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in
our opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us; or

« the financial statements are not in agreement with the accounting records and returns; or

« certain disclosures of directors' remuneration specified by law are not made; or

« we have not received all the information and explanations we require for our audit.

« the directors were not entitled to prepare the financial statements in accordance with the small companies regime and take
advantage of the small companies' exemption in preparing for the directors' report and take advantage of the small companies
exemption from the requirement to prepare a strategic report.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a
high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

Irregularities, including fraud, are instances of non compliance with laws and regulations. The objectives of our audit are to obtain
sufficient appropriate audit evidence regarding compliance with the laws and regulations that have a direct effect on the
determination of material amounts and disclosures in the financial statements, to perform audit procedures to help identify
instances of non-compliance with other laws and regulations that may have a material effect on the financial statements, and to
respond appropriately to identified or suspected non-compliance with laws and regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement of the financial
statements due to fraud, to obtain sufficient appropriate audit evidence regarding the assessed risks of material misstatements due
to fraud through designing and implementing appropriate responses and to respond appropriately to fraud or suspected fraud
identified during the audit.

However it is the primary responsibility of management with the oversight of those charged with governance, to ensure that the
entity's operations are conducted in accordance with the provision of laws and regulations and for the prevention and detection
of fraud.

In identifying and assessing the risks of material misstatement in respect of irregularities, including fraud , the audit engagement
team made enquiries of management, and those charges with governance, regarding the procedures relating to identifying,
evaluating and complying with;

1. laws and regulations and whether they were aware of any instances of non-compliance;

2. detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected or alleged fraud;
3.the internal controls established to mitigate risks related to fraud or non-compliance with laws and regulations;

As a result of these procedures we consider the most significant laws and regulations that have a direct impact on the financial
statement are FRS 102, General Data Protection Regulations, Companies Act 2006, Employment and Taxes regulations. We
performed audit procedures to detect non-compliance, which may have a material impact on the financial statements. These
included reviewing financial statement disclosures and evaluating advice received from external advisors. There were no
significant laws and regulations we deemed as having an indirect impact on the financial statements.

The audit engagement team identified the risk of management override of controls as the area where the financial statements were
most susceptible to material misstatement due to fraud. Audit procedures performed included but were not limited to testing

manual journal entries and other adjustments and evaluating the business rationale in relation to any significant, unusual
transactions and transactions entered into outside of the normal course of business.

A further description of our responsibilities is available on the Financial Reporting Council’s website at: https://www.frc.org.uk/
auditorsresponsibilities. This description forms part of our auditor's report.
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company's members those matters we are required to state
to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company's members, as a body, for our audit work, for this report, or for
the opinions we have formed.

Karen Corduff ACA FCCA
(Senior Statutory Auditor)
For and on behalf of Richard Place Dobson Services Limited Date: ...ooovvvieeieeeiens
Chartered Accountants
Statutory Auditor Ground Floor
1 - 7 Station Road
Crawley
West Sussex
RH10 1HT
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2023

2023 2022

£ £

Turnover 54,685 16,973
Administrative expenses (48,519) (29,639)

Other operating income 15,126 6,170
Profit/(loss) before taxation 21,292 (6,496)

Tax on profit/(loss) (4,045) 8,589

Profit for the financial year 17,247 2,093
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

BALANCE SHEET
AS AT 31 MARCH 2023

Fixed assets
Investment property

Current assets

Debtors
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current liabilities
Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Net liabilities
Capital and reserves
Called up share capital

Profit and loss reserves

Total equity

Notes

2023

£ £

1,491,290
25,173
24,510
49,683
(82,303)

(32,620)

1,458,670

(1,469,995)

(11,325)

1

(11,326)

(11,325)

2022

19,503
3,190

22,693

(65,480)

756,290

(42,787)

713,503

(750,122)

(36,619)

1

(36,620)

(36,619)

These financial statements have been prepared in accordance with the provisions applicable to companies subject to the small

companies regime.

The financial statements were approved by the board of directors and authorised for issue on

its behalf by:

S Wilson
Director

Company Registration No. 12356952
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HORSHAM DISTRICT HOMES (HOLDINGS) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2023

1.1

1.2

1.3

1.4

1.5

1.6

Accounting policies

Company information

Horsham District Homes (Holdings) Limited is a private company limited by shares incorporated in England and Wales.
The registered office is Parkside, Chart Way, Horsham, West Sussex, RH12 1RL.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the Companies Act 2006 as applicable to
companies subject to the small companies regime. The disclosure requirements of section 1A of FRS 102 have been applied
other than where additional disclosure is required to show a true and fair view.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary amounts in
these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention, modified for investment properties and
certain financial instruments at fair value. The principal accounting policies adopted are set out below.

Going concern

At the 31 March 2023, the company net liabilities of £11,325. The Directors have considered the going concern assumptions
used in preparing the accounts and believe the company to be a going concern on the basis that it is in the start-up phase.
The company is reliant on the support of its parent company on not calling the debt due until there are sufficient funds
available to repay the debt.

Turnover

Turnover is recognised at the fair value of the consideration received or receivable for goods and services provided in the
normal course of business and is shown net of VAT and other sales related taxes. The fair value of consideration takes into
account trade discounts, settlement discounts and volume rebates.

When cash inflows are deferred and represent a financing arrangement, the fair value of the consideration is the present
value of the future receipts. The difference between the fair value of the consideration and the nominal amount received is
recognised as interest income.

Tangible fixed assets
Assets in the course of construction are not depreciated.

Investment properties

Valuation of investment properties - At each year end the directors will estimate the value of investment property. The
valuation is a key figure in the accounts and is subject to judgement.

In the year of purchase the valuation is based on cost.

Impairment of investment properties

At each reporting period end date, the company reviews the carrying amounts of its investment properties to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an individual asset, the company estimates the recoverable amount of
the cash-generating unit to which the asset belongs.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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1.7

1.8

Accounting policies (Continued)

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss
is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased to apply. Where
an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset (or cash-generating unit) in prior
years. A reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with banks, other short-
term liquid investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities.

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other
Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to the contractual
provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when there is a legally
enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to realise the asset
and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction price
including transaction costs and are subsequently carried at amortised cost using the effective interest method unless the
arrangement constitutes a financing transaction, where the transaction is measured at the present value of the future receipts
discounted at a market rate of interest. Financial assets classified as receivable within one year are not amortised.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered
into. An equity instrument is any contract that evidences a residual interest in the assets of the company after deducting all
of its liabilities.

Basic financial liabilities

Basic financial liabilities, including creditors and loans from fellow group companies, are initially recognised at transaction
price unless the arrangement constitutes a financing transaction, where the debt instrument is measured at the present value
of the future payments discounted at a market rate of interest. Financial liabilities classified as payable within one year are
not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of business from
suppliers. Amounts payable are classified as current liabilities if payment is due within one year or less. If not, they are
presented as non-current liabilities. Trade creditors are recognised initially at transaction price and subsequently measured
at amortised cost using the effective interest method.
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1.1

1.13

1.14

Accounting policies (Continued)

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of transaction costs. Dividends payable
on equity instruments are recognised as liabilities once they are no longer at the discretion of the company.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
profit and loss account because it excludes items of income or expense that are taxable or deductible in other years and it
further excludes items that are never taxable or deductible. The company’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the reporting end date.

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are recognised to the
extent that it is probable that they will be recovered against the reversal of deferred tax liabilities or other future taxable
profits. Such assets and liabilities are not recognised if the timing difference arises from goodwill or from the initial
recognition of other assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered. Deferred
tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited in the profit and loss account, except when it relates to items charged or credited directly
to equity, in which case the deferred tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the
company has a legally enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities
relate to taxes levied by the same tax authority.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs are required to
be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services are received.

Termination benefits are recognised immediately as an expense when the company is demonstrably committed to terminate
the employment of an employee or to provide termination benefits.

Government grants

Government grants are recognised at the fair value of the asset received or receivable when there is reasonable assurance
that the grant conditions will be met and the grants will be received.

A grant that specifies performance conditions is recognised in income when the performance conditions are met. Where a
grant does not specify performance conditions it is recognised in income when the proceeds are received or receivable. A
grant received before the recognition criteria are satisfied is recognised as a liability.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates of the
transactions. At each reporting end date, monetary assets and liabilities that are denominated in foreign currencies are
retranslated at the rates prevailing on the reporting end date. Gains and losses arising on translation in the period are
included in profit or loss.

Overhead and Support Services

Costs relating to finance and legal services, for example, are purchased as a supply and form part of the Company's
administration costs.
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Accounting policies (Continued)

Taxation
The tax expense represents the sum of the current tax payable and the deferred tax.

Current tax
The tax currently payable is based on taxable profit for the year.

Deferred tax

Deferred tax liability are generally recognised for all timing differences and deferred tax assets are recognised to the extent
that is probable that they will be recovered against future taxable profits.

Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements, estimates and
assumptions about the carrying amount of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised where the revision affects only that period, or in the period of the
revision and future periods where the revision affects both current and future periods.

Valuation of investment properties - At each year end the directors will estimate the value of investment property. The
valuation is a key figure in the accounts and is subject to judgement.

Employees
The average monthly number of persons (including directors) employed by the company during the year was 0.

Horsham District Homes Holdings Limited does not directly employ any staff. A service agreement is in place between
Horsham District Homes Holdings Limited and Horsham District Council.

Investment property

2023

£

At 1 April 2022 756,290

Additions 735,000

At 31 March 2023 1,491,290
Debtors

2023 2022

Amounts falling due within one year: £ £

Amounts owed by group undertakings 1 1

Other debtors 20,752 10,913

Deferred tax asset 4,420 8,589

25,173 19,503
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6 Creditors: amounts falling due within one year
2023 2022
£ £
Amounts due to group undertakings 66,894 61,152
Other creditors 15,409 4,328
82,303 65,480
7 Creditors: amounts falling due after more than one year
2023 2022
£ £
Housing and enabling grants received 1,469,995 750,122
8 Parent company
Parent Undertaking

The parent undertaking and person with significant control of Horsham District Homes (Holdings) Limited is Horsham
District Homes Limited. The ultimate parent undertaking is Horsham District Council, a local authority in England and
Wales. The address of the Council's principal place of business is Parkside, Chart Way, Horsham, West Sussex, RH12 1RL.

Related Party Transactions

A summary of the Company's transactions with Horsham District Homes (Holdings) Limited is outlined below:

o Horsham District Homes (Holdings) Limited borrowed £16,052 from Horsham District Homes Limited to pay
for the support services during the year ending 31 March 2022. This amount is within creditors (note 6).

o Horsham District Homes (Holdings) Limited is 100% owned by Horsham District Homes Limited. During the
period to 31 March 2023 Horsham District Homes (Holdings) Limited had issued 1 share at £1 each, which
remain unpaid.

o Horsham District Homes (Holdings) Limited received grant income from Horsham District Council. The grants
are shown in long term creditors and will be classed as income once the grant conditions have been met.

o Under a services agreement, Horsham District Council provides support services to Horsham District Homes
(Holdings) Limited, these are included in administration costs. Amounts owed to Horsham District Council in
respect of these services are included in creditors (note 6).

9 Additional Activities

During the year the Company entered into a lease agreement with Kingdom Faith Church and Turning Tides (a rough
sleeping charity) to provide supported accommodation for single homeless households. The Company leases a property
from Kingdom Faith Church and has a management agreement in place with Turning Tides to support the residents. This
agreement is in place until such time that Turning Tides become a registered provider and can transact directly with
Kingdom Faith Church.

The Company does not generate any income or expense from this arrangement.
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