
1 ACCOUNTING POLICIES  Appendix A 

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: 

 

  Relevance 

  Reliability 

  Comparability 

  Understand ability 

 

  Materiality 

  Accruals 

  Going concern 

 The qualitative characteristics                  

of financial information 

 

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 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 error 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 its 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 can be found in note xx. 

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 (e.g. cars) 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 xx and xx.  

 

 



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 

 Property - market value 

Any change in the net pension liability is analysed into six components: 

 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. 

 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 benefit payments. 

 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. 

 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. 

 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 discretionary basis. 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 are 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 

The accounting for financial instruments includes disclosures concerning the values of, and the 

risks related to financial assets and liabilities. The financial assets are investments, debtors and 

the financial liabilities are creditors, long term borrowing and other balances shown under 

current liabilities. The Council recognises a financial asset or liability in the Balance Sheet when 

it becomes a party to the contractual provisions of the instrument.  

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. 

For the borrowings that the Council has, the amount presented in the Balance Sheet is the 

outstanding principal repayable (plus accrued interest); and interest charged to the 

Comprehensive Income and Expenditure Statement is the amount payable for the year 

according to the loan agreement. The fair value of the borrowing is shown in a note to the 

accounts and represents what would be paid to transfer the borrowing to another market 

participant.  

Financial Assets 

Financial assets are classified into two types: 

- Loans and receivables – assets that have fixed or determinable payments but are not quoted 

in an active market 

- Available for sale assets – assets that have a quoted market price and/or do not have fixed or 

determinable payments. 

Loans and receivables 

Loans and receivables are initially measured at fair value. They are subsequently measured at 

their amortised cost. The income recognised is calculated on the same basis as the charge 

from a financial liability as described above. 

Where assets are identified as impaired because of a likelihood arising from a past event that 

payments due under the contract will not be made, the asset is written down and a charge 



made to the relevant service (for receivables specific to that service) or the Financing and 

Investment Income and Expenditure line in the Comprehensive Income and Expenditure 

Statement. The impairment loss is measured as the difference between the carrying amount 

and the present value of the revised future cash flows discounted at the asset’s original 

effective interest rate. 

Any gains and losses that arise on the de-recognition of an asset are credited or debited to the 

Financing and Investment Income and Expenditure line in the Comprehensive Income and 

Expenditure Statement. 

Available-for-Sale Assets 

Available-for-sale assets are initially measured and carried at fair value. Where the asset has 

fixed or determinable payments, annual credits to the Financing and Investment Income and 

Expenditure line in the Comprehensive Income and Expenditure Statement for interest 

receivable are based on the amortised cost of the asset multiplied by the effective rate of 

interest for the instrument. Where there are no fixed or determinable payments, income (eg 

dividends) is credited to the Comprehensive Income and Expenditure Statement when it 

becomes receivable by the Council. 

Assets are maintained in the Balance Sheet at fair value. Values are based on the following 

techniques: 

- Instruments with quoted market prices – the market price 

- Other instruments with fixed and determinable payments – discounted cash flow analysis 

- Equity shares with no quoted market prices – independent appraisal of company valuations. 

The inputs to the fair value 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 

council 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 or indirectly. 

Level 3 inputs – unobservable inputs for the asset. 

Changes in fair value are recognised in the Available-for-Sale Reserve and the gain or loss is 

recognised in the Surplus or Deficit on Revaluation of Available-for-Sale Financial Assets. The 

exception is where impairment losses have been incurred – these are debited to the Financing 

and Investment Income and Expenditure line in the Comprehensive Income and Expenditure 

Statement, along with any net gain or loss for the asset accumulated in the Available-for-Sale 

Reserve. 

Where assets are identified as impaired because of a likelihood arising from a past event that 

payments due will not be made (in the case of fixed or determinable payments) or fair value 

falls below cost, the asset is written down and a charge made to the Financing and Investment 

Income and Expenditure line in the Comprehensive Income and Expenditure Statement. If the 

asset has fixed or determinable payments, the impairment loss is measured as the difference 

between the carrying amount and the present value of the revised future cash flows discounted 

at the asset’s original effective interest rate. Otherwise, the impairment loss is measured as any 

shortfall of fair value against the acquisition cost of the instrument (net of any principal 

repayment and amortisation). 

Any gains and losses that arise on the de-recognition of the asset are credited or debited to the 

Financing and Investment Income and Expenditure line in the Comprehensive Income and 

Expenditure Statement, along with any accumulated gains or losses previously recognised in 

the Available-for-Sale Reserve.  

Where fair value cannot be measured reliably, the instrument is carried at cost (less any 

impairment losses). 

GRANTS AND CONTRIBUTIONS  



Whether paid on account, by instalments or in arrears, Government grants and third party 

Contributions and donations are recognised as due to the Council when there is reasonable 

assurance that: 

•  The Council will comply with the conditions attached to the payments, and 

•  The grants or contributions will be received. 

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, with effect fromin 1 April 2013, local 

authorities are responsible for collecting and distributing income from the business rates they 

collect. rather than simply acting in an agency capacity for the Government NNDR Pool as they 

had done until 31 March 2013. 

The Council is responsible for any refunds relating to backdated appeals although a significant 

element of refunds will relate to 2014/15 or prior years, and but in accordance with CIPFA 

Guidance (LAAP Bulletin 96) such liabilities will only beare  formally recognised in the 2016/17 

accounts.  



Safety net arrangements are in place to protect the Council from the impact of any reductions 

below 7.5% of its baseline funding level.  

 

HERITAGE ASSETS 

Heritage assets are assets that are intended to be preserved in trust for future generations 

because of their cultural, environmental or historic associations.  

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. 

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 replacement cost. 

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 

that asset.  

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. 

JOINTLY CONTROLLED OPERATIONS AND JOINTLY CONTROLLED ASSETS 

Jointly controlled operations are activities undertaken by the Council in conjunction with other 

ventures that involve the use of the assets and resources of the joint ventures rather than the 

establishment of a separate entity. The Council recognises on its Balance Sheet only its share 

of the jointly controlled assets and related liabilities; whilst on its Comprehensive Income and 

Expenditure Statement it recognises those expenses that it incurs on its own behalf or jointly 

with others in respect of its interest in the joint venture and income that it earns from the 

venture. 

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.  

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 

capital receipts. 

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 meet future spending programmes. Reserves are 

created by appropriating amounts in the Movement in Reserves Statement. When expenditure 

to be financed from the reserve is 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 from it. 

2 ACCOUNTING STANDARDS THAT HAVE BEEN ISSUED BUT HAVE NOT YET 

BEEN ADOPTED 

 

The Code of Practice on Local Council Accounting in the United Kingdom 20176/178 (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. For the 20176/187 Statement of Accounts there are a 

number of accounting changes that need to be reported. These relate to: 

 Amendments to IAS 19 Employee Benefits (Defined Benefit Plans: Employee 

Contributions). 

 Annual Improvements to IFRSs 2010-2012 cycle and 2012-2014 cycle.  

 Amendment to IFRS 11 Joint Arrangements (accounting for Acquisitions of Interests in 

Joint Operations). 

 Amendment to IAS 16 Property, Plant and Equipment and IAS38 Intangible Assets 

(clarifications of acceptable methods of depreciation and amortisation). 

 Amendment to IAS 1 Presentation of Financial Statements (Disclosure Initiative). 

 
 



Additional disclosures required in the 20167/187 and 20187/198 financial statements in respect of accounting 
changes that are introduced in the 20187/198 Code are: 
 

 IFRS9 Financial Instruments  

 IFRS15 Revenue from contracts with customers 

 Amendment to IAS 7 Statement of Cash Flows (Disclosure Initiative) 

 - Amendment to the reporting of pension fund scheme transaction costs 

 - Amendment to the reporting of investment concentration 
 
Except for IFRS9 tThese amendments are minor, and they are not expected to have a material impact 
on the Statement of Accounts. 
 
The Council will adopt IFRS 9 Financial Instruments with effect from 1st April 2018. The main changes 
include the reclassification of financial assets and the earlier recognition of the impairment of financial 
assets. 
 
The Council does not expect the reclassification changes to have a material impact upon the financial 
statements because the majority of its financial assets will retain the same measurement basis. To this 
end, on 1st April 2018 the Council irrevocably elected to present changes in the fair value of the 
following equity investments in other comprehensive income as permitted by the IFRS: 

 CCLA – LAMIT Property Fund 

 Investec Diversified Income Fund  

 M&G Global Dividend Fund 

 M&G Optimal Income Fund 

 Threadneedle Strategic Bond Fund 

 Threadneedle Global Equity Income Fund 

 UBS Multi Asset Income Fund 

 CCLA - Diversified Income Fund 
 

The Council does not expect the impairment changes to have a material impact upon the financial 
statements because the impairment charge will be immaterial for its treasury management assets (e.g. 
bank deposits and bonds) and it already makes a provision for doubtful debts on its service assets (e.g. 
trade receivables). The estimated additional provision to be made as at 1st April 2018 is £xxx. 

 

3   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 are uncertain, however based on 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. 

 The Council holds a significant portfolio of investment property and although general 

economic growth is still fragile, the Ccouncil judges that its portfolio in the context of the 

local economy is robust and healthy enough that its assets will not be impaired as a result 

of a decrease in economic activity. 

 The Council judges that, on balance, the banking system will not be subject to major 

disruption to the extent that historic estimates of defaults are no longer tenable. 

 The Council does not expect the introduction of the new 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 Ccouncil spending baseline which equates to £xxxk. 

 IFRS 12 requires that the accounts disclose the judgements made to assess the type of 

Joint Arrangement to determine the Council’s correct accounting treatment. At the start of 

2017/18, tThe Council was is currently contracted into a shared arrangement for its ICT 

and Revenues and Benefits functions, called CenSus Shared Services Partnership.  

- On 1 June 2017, staff from Census ICT were transferred under TUPE arrangements 

back to their originating Council ending the ICT Census joint partnership.  The IAS19 



report covering the period 1 April 2017 to 31 May 2017 was calculated on a ‘no liability’ 

basis, with all assets and liabilities transferring to the respective Councils. 

- During 2017/18, Adur District Council left the Census Revenues and Benefits Service, 

hosted by Mid Sussex, on 31 September 2017. The IAS19 report covering the period 1 

April 2017 to 30 September 2017 was calculated on a ‘no liability’ basis, with all assets 

and liabilities transferring to Adur and the remaining partners in Census respectively. 

Each of the three partners shows its share of the Census Revs and Bens pension 

assets and liabilities in the account for the first six months of 2017/18. 

- From 1 October 2017, Census Revs and Bens remained hosted by Mid-Sussex District 

Council. The IAS19 report covering the period 1 October 2017 to 31 March 2018 was 

calculated on a ‘no liability’ basis, with all assets and liabilities transferring to the 

respective Councils. Each partner shows its share of the pension assets and liabilities 

in the accounts. 

 

- On 31 March 2018, all employees from Census Revs and Bens transferred to Mid-

Sussex District Council as the partnership finished on 31 March 2018 and the Joint 

Committee ceased. 

 

CenSus Shared Services Partnership meets the definition of a Joint Operation as these 

functions were discharged to the Census Joint Committee, comprising of Members of each 

of the three participating authorities, each with joint control. It is not structured through a 

separate vehicle. As such we recognise our proportional share of assets, liabilities, 

revenues and expenses of the arrangement in our accounts. 

 
Assumptions 

The Statement of Accounts contains estimated figures that are based on assumption 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 20187 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. 

 
During 20176/187 the actuaries advised that the pension liability had been affected as follows: 

 

 Horsham 

Change in assumptions year ended 31 March 
20187 

Approximate 
% increase 

to Employer 

Approximate 
monetary 

amount       
£000 

0.5% decrease in Real Discount Rate x% xx,xxx 

1 year increase in member life expectancy x% to x% x,xxx 

0.5% increase in Salary Increase Rate x% x,xxx 
0.5% increase in the Pension Increase Rate x% xx,xxx 

   
 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.  An increase of 10% 

in default rates would have the effect of increasing the required provision by £xxxk. 

 

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 £xxk. 

 

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 £x.xm as 

an estimate of potential successful appeals up to 31 March 20187, the Council’s proportion (40%) 

reflected in the Balance Sheet is £x.xxxm. This estimate is calculated using Valuation Office ratings 

list of appeals and an analysis of successful appeals to date. 

 

Heritage Assets 

The Balance Sheet has recognised heritage assets where a relevant cost can be identified. The 

artefacts held within the Horsham Museum have not been recognised on the Balance Sheet 

because we do not hold a relevant value for them and the cost of obtaining a value is not 

considered commensurate with the benefit of the information. It is agreed that the articles are of 

local historical value but it is assumed that there would not be significant demand in the wider 

market for the majority of the items.  

 

4   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 20156/176 

or 20176/187 other than disclosed on the face of the Comprehensive Income and Expenditure 

Statement. 

 

5   PRIOR PERIOD ADJUSTMENTS 
 

None. 
 

6 EVENTS AFTER THE BALANCE SHEET DATE 
 

From 1 April 2018, the Council’s Revenues and Benefits service is provided by LGSS. LGSS operates 
under a joint committee governance structure led by representatives from their three partner councils; 
Milton Keynes Council, Northampton Borough Council and Cambridgeshire County Council.  The Council 
does not expect there to be a material impact from the post balance sheet event and therefore no 
adjustment has been made in the statement of accounts for this.  
 
The statement of Accounts were authorised for issue by the Director of Corporate Resources for Horsham 
District Council on xx July 2018. 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 2018, the figures in the financial statements and note have been adjusted in all 
material respects to reflect the impact of this information.  

 


