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STRATEGIC REPORT

The purposa of this report is to explain how the Directors have performed their duty under
5172 of the Companies Act 2006 to promote the success of the Company. The report givas
a fair view of the development and performance of the Company’s business during the
2020/21 financial year and provides an ovarview of the principal activities undertaken.

Principal Activities

Shropshire Towns and Rural Housing Limited (the Company) is a private company limited by
guarantee wholly owned by Shropshire Council (the Council). The Company was formed as
an Arm'’s Length Managemenl Organisation under Section 27 of the Housing Act 1985 to
undartake the management and maintenance of Shropshire Council’s retained housing stock
from 1% April 2013. The Company was incorporated on 12% November 2012 and began
trading on 1% April 2013,

The principal activities of the Company listed below are defined in the Management
Agreement between the Council and the Company. The Company receives an annual
Managament Fee for the provision of these semvices, The Management Agreament runs for
10 years to 31% March 2023 with the option to extend in 5-year periods thereafter.

Senvice/Operational Area Principal Activities/R ibilit

Tenancies: Allocations and voids
Rent and other charges
Leaseholder sarvicas
Tenancy management
Tenancy suppaort
Provision of support services
Right to buy

Tenant Invalvemeant: Customer servica and information
Consultation

Properties: Improvement works
Repairs and maintenance
Communal areas
Servicing and testing
Development of new properties, refurbished properties and

estates
Neighbourhood Local area co-operation
Management: Antisocial behaviour, hate crime and domestic abuse

Safeguarding vulnerable people

Tha Company also has responsibility o manage the Council's Housing Revenue Account
and Housing Capital Programme.

From May 2018 the Company took responsibility (o run & young person’s hostel in Oswestry
on behalf of the Council and our Management Agreement was amended lo include the
provision of this service,

The Company operates from 3 principal locations, with customer facing area teams based in
the towns of Bridgnorth and Oswestry and central management corporate services based in
Shrewsbury. During 2020/21 the coronavirus pandemic caused some disruption to our ability
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to access office accommodation. In response we implemented home working where possible
and implemented temporary office arrangements to enable the continuation of essential
service delivary.

Review of Business Results
The accounts for 2020/21 show an operating profit for the year of £436k. This includes 14519
pansion accounting charges of £672k.

Retained reserves at 31* March 2021, excluding the pension deficit, were £5 986k which
relates 1o the usable resarve. Such reserves can be retained as a contingency against
unforeseen avents or spent on tha furtherance of the Company's objectives.

On 31* March 2021 the pension fund was in deficit of £8,989k.

HMRC have confirmed that the activities and transactions between Shropshire Council and
Shropshire Towns and Rural Housing Limited, which is a wholly owned subsidiary of
Shropshire Council, do not amount to frading and as such any surpluses in respect of these
activities are not taxable nor any losses relievable for corporation tax purposes. It follows
that taxable profits or losses should only arise on activities carried out with external
organisations, The Community Alarm Service is the only activity carried out by the Company
which relates to transactions with external parties and any surplus made in this accounting
period can be off-set against losses carried forward from prior years.

Review of Performance

During 2020/21 we identifiad 34 Management Agreement performance indicators to
measure how the Company delivers its objectives. Some of these are the key perdormance
indicators (KFls) that were included in the original Management Agreement to measure tha
Company's success in meeting its principal activities and some are new indicators to assess
how the Company delivars added value. Performance for the year against target for these
indicators is shown below.

" Indicator Target | Tolerance |  Actual

| Average time in days to re-let empty properties - 30 +3 5717
All Veoids (includes general & major work relets) _
Rent loss due to emply properies (voids) as % of 0.9% +0.2% 1.66%

| rent due, e

' Rent collected as a % of rent owed to date, 98.5% -1.5% 99.37%
including brought forward amraars.
Arrears wrilten off as a % of total rent debit to 0.2% +0.3% 0.14%
date.

| Number of tenancies terminated as % of 8.0% +2.0% 6.7%

I properties managed.

' % of dwellings failing to meet the Decent Homes 0.0% +0.5% 0.0%

| Standard.

! Average time in days to re-let empty propertias - 24 +2 49.8*

1! General Voids (excludes Major Works)

| Average time in days to re-let empty properties - 55 +3 100.0°

| Major Work Voids (excludes General)

| Number of properties that have a SAP rating of 0 +13 10

| 35 or less.

| Average SAP rating for off-grid properties. 55.5 05 | 8017
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Average SAP rating for properties on grid. G7.5 0.5 67.97

% of properties with a valid Gas Safe certificate. 100% - 100%

% dwellings with an electrical safety certificate 100% . 98.6%

less than 5 years old.

% dwellings with asbestos management re- 100% - T7.2%"

inspection report less than 5 years old.

% properties that have a current EPC. 100% -0.5% 899.25%"

% of major adaptations for tenants completed on 95% -2% 39%"

lime.

Mumber of new homes including open market 25 -5 10*
_acquisition and 5106 purchasa.

% of tenants evicted as a result of rent arrears 0.15% +0.1% 0.02%

durirg the year.

% of ASB cases resolved successfully. 98.0% 0.2% 95%"*

Customers registered to accass services onling 15% -5% 8.6%"

as a % of properties managed.

% of respondents satisfied with the lattings 98%% -3% uras

process.

% of housing stock used as temporary housing. | 1.8% +0.2% 2.5%"*

% of customers satisfied with oulcome of the 5% 5% LIfA®

Anti-Social Behaviour case.

% Complaints responded to within 10 days. 86% -5% 79%*

Satisfaction with complaint handling. 72% -5% LiA*

Satisfaction with complaint cutcome. 50% -5% A"

% Responsive Repairs completed al first visit by 28% -0.5% 898%

DLO.

Appaintments kepl as % of appointments made. |  97% | 5% 96%

% of emergency repairs completed on time 100% -0.1% 100%

(1 day).

% of urgenl repairs completed on lime (7 days). 98% -0.5% 99%

% of routine repairs complelad on time (28 days), 88% -0.5% 98%

% of programmed repairs completed on lime 88% -0.5% 99%

(6 manths).

% satisfied with rapairs service. 85% | -T% 80.7%

% of customers satisfied with recent plannad a7% -T% 86.0%
| maintenance service.

* Targel suspendad due to the impact of coronavirus

Of the 34 indicators identified, we met or exceadad the target on 13, fell within tolerance on
4 and missed 2. With the agreement of the Board and the Council's Asset Assurance Board
the targels for 15 indicators were suspended during the year as the disruption and Health
and Safety restrictions imposed by Covid19 rendered them unachievabile.

i i h anca indi
Rant collection rate at 89.37% has exceeded the level in the previous year (99.17%) despite
the disruption caused by coronavirus that has not only impacted our tenants it has also
resulted in our Income Management Team working from home throughout the year,
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Performance continues to improve year on year and significantly is higher than the leval
achiaved in 201819 (99.12%) despite the introduction of Universal Credit in Shropshire
from May 2018 and the adverse impact this has had on collection rates in other areas of the
country. Over recent years we have implemented a range of measures to improve and
maintain high collaction rates including increased staff resources in the Income Management
Teams, promation and increased take-up of Diract Debils for rant payments and intervention
by our Financial Inclusion Team to assist and give advice to tenants who may experience
difficulty in managing their personal finances. We continue to monitor performance on this
critical activity and will respond to potential future pressuras.

Through continuation of closa working batween the Planned Maintenance Team, Housing
Managemani Teams and our Conltractors to gain access (o traditionally “hard to reach”
properties we have maintained performanca at 100% of our propertias with a valid gas safa
cerlificate. This achievement has been parlicularly challenging during 2020/21 due to the
difficulties caused by coronavirus. We recognise that this will continue to need careful
management in the future and we will allocate additional resources where necessary.

Whilst lockdown restrictions and Health and Safety considerations inhibited our ability to
undertake routine repairs for much of the year, we have met or exceadad the response timas
for all repairs including 100% compliance on emergency work.

Areas of concern against the performance indicators

Coronavirus disrupted our ability to provide all of our services to full capacity and with the
agreement of the Councll, the targels for a number of key indicalors were suspended during
the year. Performance on the tumaround of void properdies and the subsequeant rent loss
ware parliculardy adversaly impacted and this is reflected in the figures above for re-let imes
and void loss. Disruplion has continued into 2021/22 and we will conlinue 10 manage
performance with the aim of making improvements, however our priority remains to ensura
that we operate within safe working practices.

Future Developments

During 2021/22 we have allocated £60,000 of additional funding to undertake a number of
neighbourhood improvement and regenaration projects. The schemes have been proposed
by various stakeholder groups and involve a range of projects including the provision of
additional car parking, skip events and soft landscaping.

We have extended fixed-term temporary posts for two part-time Tenant Liaizson Officers to
support the Plannad Maintenance and Local Neighbourhoods Teams. These Officers work
with “hard to reach” tenants to arrange appointments and access for regulatory inspections,
surveys and health and safety checks. We have also allocated £30,000 to enable enhanced
clearing of void properties and address hoarding issues.

To support our expanding new homes developmant programme we have created a naw
parmanent position of Senior Development Officer to increase the size of our in-house team
and allecated a further £55,000 for specialist consultant’s advice.

In light of the adverse impact of coronavirus on employment in some sectors of the economy
we have allocated over £350,000 to create up to 5 new apprenticeships within the Company.
It is intended that these will offer amployment and formal training for up to 3-years to enable
people to re-skill and gain qualifications in a range of sarvices that will open new carear
opportunities for them in the future,
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In recognition of our growing workforce and the nead to adapt and respond to new ways of
working, we have created a new permanent position of Assistant HR Officer to increase the
capacity of the Team.

As part of a range of measures to maintain the health and safety of our employees during
the coronavirus pandamic and in line with Government guidance, we implamantad homea
working for the majority of our office basad staff in March 2020. As we anticipate the easing
of lockdown restrictions in 2021 we will look to have staff returning to our buildings on a
phased and rota basis. To enable this we will review individual and team roles, interactions
with others and the neads of the service and our slaff and then develop plans for the safe re-
opening of our offices and how we will use them to best effect. Work undertaken on this
project to date indicates thal we are unlikely to retumn to the pre-coronavirus ways of working
but will instead adopt a mixed approach with staff working part remotely and part office
based. We recognise that we will need to invest in additional equipment and improvements
to facilities to support this transition and we will make funds available for this purposa in
2021. We believe that this investment will help to re-shape our business and enable us to
bwild on the exparience we have gained over recent months and adapt our approach to
maximize flexibility and leave us well placed to take advantage of new ways of working as
we recover from the pandemic,

On 17 Movember 2020 the Government published the Social Housing White Paper: The
Charter for Social Housing Residents which “sets out the actions the Governmant will take to
ensure that residents in social housing ara safe, are listened to, live in good quality homes,
and have access io redress when things go wrong®. The white paper presants a charler thal
sets out seven commitments that social housing residents should be able to expact from
their landbord:

To be safe in your home,

To know how your landlord is perfarming.

To have your complaints dealt with promptly and fairly.

To be treated with respect, backed by a strong consumer regulator for lanants,
To have your voica heard by your landlord.

To have a good quality home and neighbourhood to live in.

To be supported to take your first step to ownership.

et Ll ol s

In preparation for the implementation of this legislation we have re-structured our Resident
Invalvermeant Team and created a new positon of Senior Customer Relationship Officer, We
will review our praclicas to ensure that we are compliant with the requiraments of the Chartar
across all areas of our business.

Shropshire Council have set an ambitious target of achieving zero net carbon emissions
from its activities by 2030. We recognise that this will require action on the retained housing
stock and to help understand the current positon and identify opportunities for improvement
wa have commissioned an independent consultant to review the stock to establish the basa
position and identify potential works to achieve carbon emission reductions. This information
will help inform fulure discussions with the Council with an aim to agree an action plan and a
programme of capital works over the coming years. Alongside this we will consider
sustainability in our new homes building pregramme and to help inform this we are
proposing a pilot schemea (o build 2 new homes o Passivhaus standard to gain a first-hand
understanding the implications of this on the dalivery of new affordable housing. We will also
review our own working practices and explore opportunities to reduce carbon emissions from
the Company’s activities.
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Our current Management Agreement with Shropghire Council will end on 31* March 2023. In
spring 2021 we presented documentation to the Council to summarise our position and
request an extansion of the Agreement bayond this date. We will enter further discussions
with the Council during 2021 and we anticipate reaching an outcome before the end of the

year.

Significant Risks and Uncertainties

From March 2020 and throughout the 2020/21 financial year we experenced disruption to
sarvice delivery across a number of our activities due to the impact of Covid19, the resulting
Government restrictions and our desire 1o safeguard the wellbeing of our staff and tenants.
Whilst a number of non-assential sanices weare lemporarily suspended we were able to
continue to provide all essential services through a combination of the introduction of new
safe working practices, the re-deployment of resources, alternative ways of service delivery
and the introduction of remote working. In spring 2021 we moved to reéinstate more of our
activities as lockdown restrictions were eased. As wa ratum 1o a more “normal” level of
senvice provision we are aware that the pandemic remains a threat and the operational
environment can change rapidly. The experience we have gained over recent months has
given us confidence in our ability to provide sarvices under the challenges imposed by
coronavirus but we recognise that we need to remain alert and be prepared to face
unforeseen events. We will maintain the flexibility to respond quickly to changing
circumstances and adapt service delivery as necessary.

Whilst the financial impact of coronavirus on the Company has been largely cost neutral,
with additional costs baeing off-set by savings elsewhere, thara remains concern on the
impacts on the wider economy at a national level and how this will in tum affect the housing
sactor in general and the social and financial wellbeing of our tenants and communities. We
will continue to monitor the situation and respond to any challenges that arise through
evaluation of risk and the allocation or redirection of the resources available to us.

In the weeks following the end of the Brexit fransition period on 31 December 2020 we
expenenced shortages in some material supplies for responsive repairs. The problem has
bean axacarbated by increasing international demand and the effects of the global pandemic
on the supply chain. Any resulting delays in underaking repairs were short-lerm and we
were generally able to satisfactorily re-schedule appointments. More recently we are seesing
supply levels return and we have been able 1o establish small stocks of some materials as a
safeguard. Some conlractors undertaking planned maintenance under the HRA Capital
Programme that we manage on behalf of the Council have identified material shortages and
price préssure on some items. It is likely that the restricitons imposed by coronavirus have
masked the underlying problem to some extent and we can anticipate the possibility of
further shortages as restrictions are eased and activity within the economy increases. We
will monitor the position and prioritise emergency and urgent responsive repairs if necessary
and work with our contractors to agree actions if problems are encountered.

The Management Fee paid to the Company is set annually in advance and determines tha
financial resources available to us to deliver the requirements of the management
agreemeant. Beyond this pre-determined fee the Company has some scope to generate
additional income, but this is limited and doas not give the opportunity to significantly
increase the level of funding. The potential risk from this arrangement is that the Company
could be exposad to additional unbudgeted costs arising from events beyond our control. In
order to address this potential risk we give high priority to budgel control through manitoring
of performance against budgets and regular reporting to budget holders and the Board. Our
Financial Rules give the ability to re-direct our financial resources in light of changing
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circumsiances and emerging pressures. As a further safeguard we have a minimum retained
raserve aquivalent to 5% of our annual tumaover.

The conlinuing success of the Company is dependent on the ongoing viability of the
Council's Housing Revenue Account (HRA), and recent legislative changes have had a
significant impact on funding of the HRA. The move to self-financing in April 2012 removed
the annual uncertainties around the housing subsidy system and was a direct factor that
enablad the develapment of a new homes building programme that has seen the completion
of 140 new affordable homes as al 31* March 2021. However the ability to provide an
increase in HRA stock lavel is being adversely affected by a number of factors:

Right to Buy
Changes to the Right to Buy (RTB) discounts have resulted in a significant increase in
applications and RTB sales of Council homes in recent years. The number of RTB
completions during 2020/21 fall on the previous year (17 compared to 39 in 2018/20)
howeawver the number of applications has risen significantly. The indications are that the
fall in 2020421 is attributable to coronavirus and numbers will increase to more typical
leveals as the uncertainly created by the pandemic recedas, RTB losses not only directly
reduca rent income to the HRA, but the current level of sales means that stock numbears
are falling faster than our ability to provide new homes. We continue to seek development
land to enable the delivery of new housing supply and the Council's Capital Strategy
2020721 to 2024/25 identifies funding capacity within the HRA if new opportunities can be
identified.

Universal Credit

Universal Credit (UC) for new working age benefit claimants or those whose
circumslances change was introduced in Shropshire from May 2018. Evidence from pilot
schemas and cther organisations has shown thal there is potential for this 1o have a
significant adverse impact on rent collection rates and the level of rent arrears. During
2020721 we saw an increase in the number of new UC claimants, rising from 718 in April
2020 1o 924 in April 2021 however the average level of arrears per UC case has fallen
over this time from £350.15 to E305.37. There remains concern that the number of

claimanis and level of arrears could raise |ater in the year as Government support for job
ratention and salf-employed grant ends. We will continue to monitor the position and
implement further actions if necessary.

Retirement Benefit Obligations

The Company uses an independent actuary lo assess the pension scheme obligations and
plan assets. On 26" February 2020 the Board approved the actuary’s recommended
increase in employer's contribution rate from 14.6% 1o 18% from 1 April 2020 following the
|atest triennial valuation that was underlaken during 2019/20. This rate will apply for 3 years
until March 2023.

Approval
The Strategic Report was approved and authorised for issue under delegated authority by

the Board on 8 July 2021.

Tany Deakin
Chair """rr-. J
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DIRECTORS" REPORT

Board Structure

The Board structure comprises of 10 members drawn from constituent groups of tenant
representatives (3), Council appointees (3), independents (3) and 1 staff member, Tha
makeup of the Beard is such that no single group holds a majority. The Board is supported
by 2 co-opted members who participate at Board and sub-Commitlee meetings in an
advisory capacity but have no voling rights.

Working for the Company

We value our staff and recognise the need and benefit of good internal communication. To
help deliver this objective we have a staff forum drawn from employees in all operational
araas within the Company. Tha forum meet at least quarterly lo discuss issues raised by
staff. Members of our Senior Managemeant Team can be invited to altend a forum to
contribute or respond to specific matters as necessary.

Coronavirus restrictions prevented some of our traditional methods of staff engagemant
during 2020 and we were unable for hold our regular staff briefings or our annual staff away
day. However team meetings and 1-2-1's continued virtually using Skype or Microsoft teams.
Since 24" March 2020 the Managing Director has circulated a weekly Staff Update by email
to all staff to help maintain intermal communication and provide information on current
Company issues and latest coronavirus guidance. In 2020 we replaced our annual staff
salisfaction survey with a survey focusing on our response to the pandemic from the staff
parspeclive. This provided information and feedback from our staff on how we were
delivering services to lenants, the benefits and problems of home and remote working and
identified IT and equipment issues. Thizs helped enable us to understand the benefils and
addrass potential difficulties in our revised working practice.

Training needs are identified in light of legislative changes, service demands and through
one-lo-one and performance review meetings between staff and their line manager. In
addition to formal external training courses and seminars we organise internal training
events where appropriate. Duning 2020/21 we allocated £15,800 to support vocational
training schemes for our employees. Applications from our staff are considered for approval
by SMT as they arise throughout the year and we were able o continue this throughout
lockdown.

The Company has always been open to consider and adopt flexible and new methods of
working and utilise technology to enable this to happen whera mutual banefits o both the
employee and service delivery can be identified. Our willingness to work flexibly combinad
with our previous investment in our ICT infrastructure enabled us to quickly respond to the
restrictions imposed in the first lockdown as the majority of our office based staff switched to
remote working virtually overnight on 17" March 2020. As lockdown restrictions are eased
in 2021 we will take steps lowards adopting & hybrid model of office and remote working and
wa will increase the number of designated “hot-desks” in our office accommodation to
support this approach.

We provide relevant and up to date guidance and support to our staff and we maintain and
review a number of HR policies and these are freely available to all our staff on our infranet.

Qur commitment to involve our staff in all aspacts of our operations is reflected in the
Company's Articles of Association which states that one of our Board Members will be
selected from our emplovees.
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Insurance

The Company has independent insurance for Directors’ and Officers’ Liability and this cover
was in place throughout the 2020721 financial year. Other insurance policies are aranged
through Shropshire Council with the exceplion of buildings cover on the Shrewsbury Office
which is arranged by the landlord.

Statement of Directors’ Responsibility
The directors are responsible for preparing the annual report and the financial statements in
accordance with applicable law and regulations.

The direciors are responsible for the maintenance and integrity of the corporate and financial
information includad on the Company’s wabsite, Legislation in the United Kingdom
governing the preparation and dissemination of financial statements may differ from
legislation in other jurisdictions.

Company law requires the directors o prepare financial statemeants for each financial year.
Under that law the directors have elecied o prepare the financial statements in accordance
with International Financial Reporting Standards {IFRS) as adopted by the European Union.
Under Company law the directors must not approve the financial statements unkess they are
satisfied that they give a true and fair view of the state of affairs and profit or loss of the
company for that period.

In preparing those financial statements, the directors are required to:-
i)y select suitable accounting policies and then apply them consistently;

i} make judgements and estimales that are reasonable and prudent;

iif) state whather applicable intarnational accounting standards have been followed,
subject to any material deparfures disclosed and explained in the financial
statemnents;

iv) prepara the financial statements on the going concem 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 al 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 reascnable steps for the
prevention and detection of fraud and other irregularities.

Daclaration of Members® Interest
All Directors have signed a declaration of Board Members’ Interest and there are no malters
to report.

Directors’ Remuneration

Al the Annual General Meating held on 16" October 2014 it was approved that the post of
Chair and Vice Chair would be eligible to receive annual remuneration payments of £2,500
and £1,500 respectively from November of that vear. Payments of £1,500 were recognisad
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in the 2020/21 financial statements in regard of this. Full payment was not made during the
year as the Chair of the Board did not receive remunaration,

Digclosure of information to Auditors
The Directors who were in office on the date of signing this report confirm that:

i} so far as each director is aware, there is no relevant audit information of which
the Company's auditors are unaware;

i) the directors have taken all the steps thal they ocught o have laken as directors
in order to make themselves aware of any relevant audit information and to
establish that the Company’s auditor is aware of that information.

Auditor
A resolution to appoint the Company's auditor for the 2021722 financial year will be put to the
Board at the Annual General Meeting on 12* Oclober 2021,

Approval
The Directors’ Report was approved and authorised for issue under delegated authority by

the Board on 6% July 2021.
= _T’_- ' - -:}E_%Ci_/[(ruﬁﬁ

Tony Deakin
Chair
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STATEMENT OF INTERNAL CONTROL

Internal Control

The governance framework comprises the systems, processas and intermal controls in place
to give assurance to the Board, Shropshire Councll and the tenants of Shropshire Council
homes that the Company is fulfilling the requirements of the Management Agreement,
complying with the Articles of Association and meeting the Company's aims and objectives.

The system of internal control is intended to manage risk 1o a reasonable level. It cannot
give absolute assurance that the objectives of the Company will be met. The key systems of
internal control in operation comprise of the following:

Corporate Governance

The Board is respansible for the business of the Company subject to compliance with the
provisions of the Companies Act 2006 and the Articles of Association for Shropshire Towns
and Rural Housing Limited.

The Board comprises of 10 membears including representatives from tenants, Shropshire
Council elected Members and officers, independent members and an employee of the
Company. The structura of the Board is such that no single group holds a majority position.
The Board is supported by 2 co-opted members who act im an advisory capacity with no
voling nights.

The Board meet every two to three months in addition to the annual general meeting. The
Board is supported by two sub-committees; Finance, Audit & Risk and Development. Each
sub-committee comprises of up to 5 Members of the Board and meet on at least 4 occasions
during the year. Sub-commilttees have delegated powers relevant to their specific terms of
reference and report to the Board. In April 2020 the Board approved a resolution to allow
Board and sub-commitlee meetings 1o take place by electronic conferancing for an initial
period of 3 months in response to the coranavirus rastrictions. The resclution has since bean
extended throughout the lockdown and remains in place at the time of this report.

During 2015/16 we established a Remuneration Panel that has responsibility for reviewing
reamuneration for the Directors and Board Members, the process for appraisal of Board
Members and developing the process to appoint the Managing Director should thal be
necessary.

Review of Board Governance

The Company formally adopted the National Housing Federation (NHF) Code of
Governance on 24™ November 2016 which requires that a formal review of Board
Governance should be undertaken at least every 3 years, It was originally intended that a
raview would be conducted in 2019 howewvear this was postponed until spring 2020 as at that
time wa were still awaiting the outcome of the Council’s Housing Options appraisal. This was
further delayed as our pricrity in early 2020 was responding to the challenges imposed by
coronavirus. In late summer 2020 we commissioned Board Development Agency (BDA) to
undertake an independant review of Board Governace and their findings were presented lo
the Board in May 2021.

The review focused on 4 key areas, Governance Arrangements, Compliance wilh our Code
of Conduct, accountability to stakeholders and how well the Board meets the standards set
out in the NHF Code of Governance 2020. The review was underiaken in the context of the
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Social Housing While Paper, the NHF Code of Governance 2020 and the Housing
Ombudsman's new Complaint Handling Guide published in July 2020.

Overall the review concluded positive findings on our Governance arrangements however it
also highlighted a number of challangas where the Board may wish 1o seak assurance on a
range of topics. We have developed an action plan to establish working groups to consider
and respond to these matters and this was approved by the Board in May 2021.

We are not a member of the NHF and as such we are not required (o follow the Code of
Governance 2020, however the Board have agreed that we adopt the Code for 2021/22 and
undertake a review in the coming year o establish if an alternative Code may be more
appropriate for our Company.

Asset Assurance Board

The Assel Assurance Board was established by Shropshire Council on 1* October 2015 to
oversea he activities of the Company. The Board is comprised of Council elected members
including the Portfolio Holder and deputy Portfolio Holder for Housing and representatives of
the Council's finance, legal, housing and performance services. The Company is
reprasented by the Chair of the Board, the Managing Director and the Director of Finance
and Resources. The Assel Assurance Board meets on four occasions during the annual
cycle and considers reports on the strategic and performance management of the Company
to seak assurance that the key objectives are being delivered and align with the Council's
pricrities.

In addition to the Asset Assurance Board meetings, quarterly *Client” meetings between
officers of the Council and senior employees of the Company are held to review
performance data and discuss current and emerging issues relevant to the Company's
activities.

Business Plan

As a Council owned Company, our objectives are strongly aligned lo the Council's Housing
Strategy and its strategic priorities. Qur vision, values and key areas of focus are set out in
our Business Plan 2020 o 2024, which was considered and approved by the Board in
February 2020. This builds on the experience and success of our first 7-years and identifies
our aspirations and challenges as we move forward.

The Company’s objectives reflect a balanced approach focused on driving efficiency and
high perfformance whilst delivering quality homes and services to our tenants and the
communities we waork in,

The action plan attached to the business plan and other improvemeant activities ane
incorporated into the annual action plan agreed with the Council through the Asset
Assurance Board. The plan is monitored quarterly by managers and by the Board. This
approach is a key driver in helping to ensure wa maintain continuous improvement of our
senvices.

Qur Value for Money Strategy 2020 to 2023 was approved by the Board on 22™ September
2020. This runz alongside the Business Plan and identifies how we will approach and
measure the delivery of value for money in the services we provida.
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Senior Management Team

Day to day management of the Company is delivered under the direction of the five member
Senior Management Team (SMT). This Management Team includes suitably qualified and
experienced staff with relevant specialised skills and knowiedge to the key operational
activities of the Company. SMT meet monthly and are responsible for operational and risk
managemeant,

Members of SMT have completed declarations of related party relationships. There are no
malters to report.

Risk Assessment and Risk Management

The Company places high importance on the identification, monitoring and control of risk.
Fisk management iz reviewed on a regular basis by the Board, the Finance, Audit and Risk
sub-committee and by the Senior Management Team. The Opportunity Risk Strategy sets
out the Company's approach to risk management and was formally adopled by the Board in
March 2013. The Strategy is subject to ongoing review and any substantial changes would
be subject lo Board approval.

The Board has a fundamental role to play in oversesing the managemaent of risk in corporate
activity, They approve major decisions affecting the Company's risk exposure and monitor
the management of significant risks. They also salisfy themselves that the less significant
risks are being actively managed, with the appropriate controls in place and working
effactively.

The Finance, Audit and Risk Committe receives the annual review of Risk Managemant
carried out by Internal Audit and formally reviews the Company’s risk registers. Their
responsibility is also to ensure that there is a robust and efficient Opportunity Risk
Management process in operation across the Company.

Sanior managers have rasponsibility to maintain risk ragistars for their service areas and
identify risks that should be included in the Company’s high level risk register. Managers
also have responsibility to ensure that risks are being allccated to appropriate risk owners
and are managed accordingly. During 2020 we undertook a number of risk assessments
regarding safe working practices and use of buildings in light of coronavirus. We also
required our contractors to provide copies of their own risk assessmeants when working in our
properties.

Crvar recent months the Board have receivad regular reports and updates on our response
to the pandemic. In November 2020 a report was presented to the Finance, Risk and Audit
Commitiee on the impact of Covid-19 on the Company’s control environment. This report
was subsequently present lo the Board later that month to provide information of the risks
that had been identified and the measures put in place to mitigate them.

Audit

The activities of the Company are subject to review by external and internal auditors. The
Finance, Audit and Risk Committee approve the annual audit plans and receive internal
audit reports. During 2020/21 the internal audit plan included eight key service areas for
review, including Financial Management, Risk Management and Corporate Governance. Of
the eight reviews undertaken, 1 was assessed as having a "Reasonable” leveal of assurance
and 7 were assessed as "Good”. A total of 10 recommendalions were made and accepled
by management. On the basis of the work undertaken during the year the Head of Internal
Audit was able to deliver a positive year-end opinion on the Company’s internal contral
environment for 2020/21.
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The Head of Internal Audit has completed a declaration of related party relationships. There
are no malters o report.

Performance Management

The Company monitors performance against a number of indicators and formal performance
reports are produced on a quarterly basis for a range of audiences including the Board,
senior management, the Asset Assurance Board and our tenants. Wherever performance
falls below targets managers are required to explain the cause and, if necessary, identify
plans to meet the required standards. The three formal reports comprise of the following:

The Board receive quarerly reporis by exception that include the Management
Agreament indicators and other parformance data.

The Managemeant Agreament currently identifies 34 performance indicators that report on
the main business critical activities and aspirational improvement. Performance against
these indicators, together with the annual action plan prograss report, details of
complaints recaived and a capital monitoring report are pravided to the Council's Asset
Assurance Board to give an ovarview of the Company's performanca.

A subset of our performance indicators most relevant to our customers are published
each quarter on the Company's websile.

Financial Control and Budget Managemant

The Company has sound financial management policies in order to ensure that proper
safeguards and contrals are in place to manage money and assets. At the heart of this sits
the Financial Rules which set out the financial policies of the Company.

The Financial Rules provide the framework for managing the Company’s financial affairs and
wara approved by the Board in March 2013, The rules are subject 1o regular review and
minor amendments have been reported to the Board since that tima and most racantly in
September 2019, Thay apply to every Board Member, Committee and employee of the
Company and anyone acting on behalf of the Company. The rules identify the financial
responsibiliies of the Board, its Committees, Directors and staff members.

The Financial Rulas provide guidance on financial management and control, financial
planning. risk management and control of resources, systems and proceduras and axtarnal
arrangements.

Budgetary Control and Reporting

Manthly budget monitaring reports are prepared for Company managers and regular
meetings are hald with budget holders to monitor income and aexpenditure, forecast trends
and outturn projections and identify potential pressures or underspending. Whera a
significant budgetary variance is identified the responsible manager will meet with the
finance team lo identify corractive action.

The Company maintains flexibility with its financial resources and the Financial Rules parmit
viremanis betweean budget heads to enable the redirection of resources in light of emerging
pressuras or opporiunities.

Financial monitoring and update reports are presentad to the Board on a quarterly basis.
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Service Level Agreements

Where the scale of business or other operational considerations do not justify the Company
directly employing specialist staff, a number of support functions are purchased from
external suppliers. During 2020/21 most of these services were provided by Shropshire
Council under various Service Level Agreements (SLAs). In addition to the terms stated in
these SLAs, the Company places a level of assurance on the systems of internal control in
place within the Council in respect of these services. Our internal audit service is provided by
the Council's Internal Audit Team and it is anticipated that any significant control weaknass
identified by them in services provided to the Company would be brought to our altantion
subject to client confidentially.

Policies and Procedures

The Company’s praclices and activilies are defined in its policies and procedures. These
documents ansure that appropriate control and guidance is available to the Board, staff and
contractors when undertaking the business of the Company. Policies and proceduras are
subject to approval of either the Board or delegated authority to a sub-committee, SMT or
nominated employee.

All policies and procedures are available to Board Members and staff on the Company’s
intranat. In addition, relevant policies are published on the Company's websile,
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Independent auditor's report to the members of Shropshire Towns and Rural Housing
Limited

Opinion

We have audited the financial statements of Shropshire Towns and Rural Housing Limited
(the ‘company’) for the year ended 31 March 2021, which comprise Statement of
Comprehansive Income, Statement of Financial Position, Statement of Changes in Equity,
Statement of Cash Flows and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in
their preparation is applicable law and international accounting standards in conformity with
the requirements of the Companies Act 2006.

In our opinion, the financial statements:

« give a true and fair view of the state of the company’s affairs as at 31 March 2021 and of
its loss for the year then anded;

+ have been properly prepared in accordance with international accounting standards in
conformity with the requirements of the Companies Act 2008; and

» have been prepared in accordance with the requirements of the Companies Act 2006,

Separate opinion in relation to International Financial Reporting Standards (IFRSs) as issued
by the |IASE

As explained in Mole 1 to the financial statements, the company in addition to applying
international accounting standards in conformity with the requirements of the Companies Act
20086, has also applied IFRSs as issued by the International Accounting Standards Board
(IASB).

In our opinion the financial statemants give a true and fair view of the financial position of the
company as at 31 March 2021 and of its financial performance and its cash flows for the
year then ended in accordance with IFRSs as issued by the IASE.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (I1SAs
(UK)} and applicable law. Our responsibilities under those standards are further described in
the "Auditor's responsibilitias 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 o our audit of the financial statements in the UK, including the FRC's Ethical
Standard, and we have fulfilled our other athical responsibilities in accordance with these
requirements. We believe thal the audit evidence wa have obtainad is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concarn

We are responsible for concluding on the appropriateness of the direclors’ use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
company’s ability to continue as a going concam. If wa conclude that a material uncartainty
exisls, we are required to draw attention in our report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify the auditor's opinion.
Qur conclusions are based on the audit evidence obtained up to the date of our report.
However, future events or conditions may cause the company to cease 1o conlinue as a
going concern,

In our evaluation of the director's conclusions, we considered the inherent risks associated
with the company’s business model including effects arising from Covid-19, we assessed
and challenged the reasonableness of estimates made by the directors and the related
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disclosures and analysed how those risks might affect the company's financial resources or
ability to continue operations over the gaing concarn period.

Baszed 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 doubl 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.

In auditing the financial statements, we have concluded that the directors’ use of the going
concemn basis of accounting in the preparation of the financial statements is appropriate.

The responsibilities of the directors with respact to going concern are described in the
‘Responsibilities of directors for the financial statements’ section of this report.

Other information

The directors are responsibla for the other informafion. The other information comprises the
information included in the annual report, other than the financial statements and our
auditor's report thereon. Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in our repor, we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
infarmation and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otharwise appears 10
be materially misstated. If we identify such material inconsislencies or apparant material
misstatemenis, we are required to datermine whether there is a material misstatemeant in the
financial statements or a material misstatement of the other information. 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 hawve nothing to report in this regard.

Opinicns on other matters prescribed by the Companias Act 2008
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the strateqic report and the directors’ report for the financial year
for which the financial statements are prepared is consistent with the financial statements;
and

« the strategic report and the directors’ report have been prepared in accordance with
applicable legal requiremants.

Mattar on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the company and its environmeant
obtained in the course of the audit, we have not identified material misstatements in the
strategic report or the directors’ report.

Matters on which we are required to report by excepbon

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 bean received from branches not visited by us, or

= the financial statements are not in agreemant with the accounting records and retumns; or
« cartain disclosures of directors’ remuneration specified by law are not made; or

« wea have nol received all the information and explanations we raquire for our audit.
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Responsibilities of directors for the financial statements

As explained more fully in the directors’ responsibilities statement, the directors are
responsible for the preparation of the financial statemants and for baing satisfied that they
give a trua and fair view, and for such intérmal 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 concemn, disclosing, as applicable, matters related
te going concern and wsing the going concemn basis of accounting unless the directors either
intend to liquidate the company or 1o cease operations, or have no realistic alternative but to
do s0.

Auditor's responsibilities for the audit of the financial statements

Our objeclives are to oblain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due 1o 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 1SAs (LK) 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
ba axpacted to influence the economic decisions of users taken on the basis of these
financial statements.

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

Explanation as fo what extent the audit was considered capable of detecting
irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We
design procaduras in ling with our responsibilities, outlined above, to detect material
misstaternents in respect of irregularnities, including fraud. Owing to the inherent limitations
of an audit, there is an unavoidable risk that material misstatemeants in the financial
statements may nol be delecled, even though the audit is properly planned and performed in
accordance with the 15As (UK).

The extent to which our procedures are capable of detecling irregularities, including fraud is
detailed below:

» QOur audit ensured that the financial statements are prepared in accordance with the
International Financial Reporting Standards (IFRSs) and the Companies Act 2006

» We enguired of management concerning the company's policies and procedures relating
to;

- The identification, evaluation and compliance with laws and regulations
The detection and response 1o the risk of fraud: and

— The establishmeant of internal controls to mitigate risks related to fraud or non-
compliance with laws and regulations

+ The assessment of the appropriateness of the collective competence and capabilities of
the angagemaent team included consideration of the engagement team's:

- understanding of, and practical experience with, audit engagemenis of a similar nature
and complexity through appropriate training and participation;

- knowledge of the industry in which the client operates; and
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- understanding of the legal and regulalory requirements specific to the entity including,
the provisions of the applicable legislation, the regulators rules and related guidance,
including guidance issued by relevant authorities that interprets those rules and the
applicable statutory provision,

s The team communications in respect of potential non-compliance with laws and
requlations and fraud included the potential for fraud in revenue recognition and cut off of
income; and

« |n assessing the potential risks of material misstatement, we obtained an understanding
of:

— the company’s operations, including the natura of its revenue sources, products and
servicas to understand the classes of transactions, account balances, expectad
financial statement disclosuras and business risks that may result in risk of material
misstatement; and

- the company’s control environmeant, including:

- management's knowledge of relevant laws and regulations and how the company is
complying with those laws and regulations;

- the adequacy of procedures for authorisation of transactions; and

- procedures to ensura that possible breachas of law and regulations ara
appropriately resohved.

Use of our report

This report is made solaly 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 stale to the company’s members those matters we are required to siate 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.

Grat LR NI

William Devitt

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Charterad Accountants
Birmingham

411072021
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STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 March 2021

2020121 2019/20
Notes E000 E000
Revenue 2 8,506 8,268
Other income 2 4,265 7,349
Total revenue 12,771 15,617
Employee benefits expenses 17 {5,508) (4,653)
Depraciation & amortisation axpansas S5&6 (52) {101)
Other expenses 3 (6,628) (10,349)
Total expenses (12,188) (15,103)
Operating Profit 583 514
Finance costs 10 (179) (135)
Finance income 21 32 50
Profit before tax 436 429
Taxation 1 0 0
Profit for the year 436 429
Other Comprehensive Income
Remeasurament of pansion assels and 19 (1,.514) {1,267)
liabilities
Total Comprehensive Loss for the year (1,078) (838)

The notes on pages 25 - 43 form part of these financial statements.
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STATEMENT OF FINANCIAL POSITION
as at 31 March 2021

Company registration number 08289137

2021 2020
Motes £000 E£000
Assets
Mon-Current
Property, plant and equipment B 1] 5
Finance lease receivables 5] a7 144
Mon-current assets a7 149
Current
Inventories 33 31
Trade and other receivables 7 2,310 1,536
Cash and cash equivalent 8 5,493 5,169
Currant assets 7,836 6,736
Total assets 7,933 6,885
Equity and liabilities
Equity 13 3,003 1,925
Total equity 3.003 1,925
Liabilities
Mon-current
Pension liability 19 (8,989) (6,803)
Lease liabilities 22 (47) (94)
Mon-current liabilities (9,036) (6,897)
Current
Trade and other payables 8 (1.816) (1,855)
Employea banefits accrual 18 (84) (58)
Current liabilities (1,900) (1,913)
‘Total liabilities = {10,936) (8,810)
Total equity and liabilities (7,933) (6,885)

The notes on pages 25 - 43 form part of these financial statementis,

Authorised for issue under delegated authority by the Board at its meeting on 6 July 2021.

Tony Deakin )
Chair ‘ |

_—
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STATEMENT OF CHANGES IN EQUITY

for the year endad 31 March 2021

2020021 2019720
Other Retained  Total Other Retained Total
Components Earnings Equity Components Eamings  Equity
of Equity of Equity
Motes £000 E000 £000 E000 £000 E000
Balance at 1 April (3,640) 1,715 (1,925) [2,373) 1,236 (1,137)
Adjustment from the 13 . . - 50 50
adopfion of IFRS16 1
(3,640) 1,715 (1,925) (2,373) 1,286  (1,087)
Profit for the year 436 436 4.9 429
Other Comprehenshve
income
Remeasurement of 18 {1,514} (1,514) {1,267 (1,267}
pension assels and
liakilities
Total Comprehensivea (1,078) (838)
Expenditure for the year
Balance at 21 March (5,154) 2151 (2,003) (3,640) 1,715 (1,925)

' The adjustment to the opening balance of ‘Refained Earnings’ in 201920 relates to the impact
of the adoption of IFRS16.

The notes on pages 25 - 43 form part of these financial statements
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STATEMENT OF CASH FLOWS
for the year ended 31 March 2021

2020/21 2019/20
Notes £000 E00D

Cash flows from operating activities
Profit before tax 436 429
Adjustments (non-cash itams) 12 727 600
Nel changes in working capital 12 (789) 699
Cash generated from operations 374 1,728
Cash flows from financing activities
Repayment of leasing liabilities 22 (47) (46)
Interest paid 22 (3) (4)
Cash used in financing activities {50) (50)
Cash flows from investing activities
Purchase of property, plant & 5 0 0
equipment
Right of use asset & 0 (144)
Cash used in investing activities 0 (144)
Met change in cash or cash equivalents 324 1,534
Cash and cash equivalents at the
beginning of the year a 5.169 3,635
Cash and cash aquivalents at the
end of the year 8 5,493 5,169

The notes on pages 25 - 43 form part of thesa financial statemenis,
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NOTES TO THE FINANCIAL STATEMENTS

1.

1.1

1.2

1.3

1.4

1.5

1.6

Summary of Accounting Policies

Basis of Accounting
These financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) under the historical cost basis.

Revenue and Other Income Recognition
Revenua is recognisad whan the amount and associated costs can be measurad
raliably nat of VAT.

Revenue is measured at the fair value of consideration received or receivable for
sarvices provided by the Company and defined as the Service Fee in the Management
Agreament.

Other income relates to grant funding, interest received, other income generaling
activities and the Works Fee defined in the Management Agreement, and is
recognised in the accounts on the same basis as revenue.

Expenditure
Expenditure is recognisad in the accounts upon receipt of goods or services when the

associated costs can be measured reliably nat of VAT,

Income tax expense represents the sum of the tax currently payable and deferred lax,

HMRC have confirmed thal the activities and transactions between Shropshire Council
and Shropshire Towns and Rural Housing Limited, which is a wholly owned subsidiary
of Shropshire Council, do not amount to trading and as such any surpluses in respect
of these activities ara nol taxable nor any losses relievable for corporation tax
purposas. Taxable profits or losses should only arise on acliviies carried out with
external parties.

P riy, Plant and Equipment
Azsels are recognised at acquisition cost less subsequent depreciation and
impairment losses.

Assels are depreciated over their expected useful lives on a straight-line basis 10 writa
down the cost less the estimated residual value of the asset.

Gains or losses arising on the disposal of assels are determined as the difference
between the disposal proceeds and the carrying amount of the assets and are
recognised in profit or loss within Other Income or Other Expenses,

Financial Instruments
Financial assets and financial liabilities are recognised when the Company becomes a
party 1o the contractual provisions of the financial instrument.

Financial assels are derecognised when the contractual righis to the cash flows from
the financial asset expire, or when the financial asset and all substantial risks and
rewards are transferred. A financial liability is derecognised when it is extinguished,
discharged, cancelled or expires. Any gains and losses that arise on de-recognition of
an assetl are credited/debited to the Comprehensive Income and Expenditure Account.
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1.7

1.8

1.9

1.10

1.11

1.12

Inventories
Inventories are stated at cost and relate to van stocks for the responsive repairs
BEMVicE.

Trade and Other Receivables
All trade and offhear receivables are made on the basis of normal credit terms and do

not bear interast. The carrying amounts of trade and other receivables are reviewed to
determine whether thera is any objective evidence that the amounts are not
recoverable.

Cash and cash eqguivalen
Cash and cash equivalents comprise cash at the bank and in hand, and other short
lerm deposits held by the Company with maturities less than 3 months.

Tr nd
Trade payables are recognised at fair value.

Employee Benafils

Employee benefits such as wages, salaries, paid annual leave and sick leave are
considerad as an axpense in the year in which the employee renders the service to the
Company.

An accrual is made for the cost of holiday entitlement earmed by employees but not
taken before the year end, and which may be carried forward into the next financial
year. These are included in current liabilities under "employee benefits accrual®, An
accrual is measured al the undiscounted amount that the company expects to pay as a
rasult of the unused entitlement. Accruals are not made for costs in respect of
outstanding car mileage claims.

Termination banefils are amounls payable as a resull of a decision by the Company to
terminate an employee’s contract of employment before the normal retirement date.
These costs are required to be recognised immediately in the provision of service.

Intangible Assets

Intangible assets such as Computer Software are capitalised at the cost of acquisition
and amortised on a straight-line basis over the estimated useful economic life of three
VEArS,

Laazes
The Company has a number of low value leases in respect of photocopying

equipment.

On transition to IFRS16 on the 1% April 2018, leases previously accountad for as
operalting leases with a remaining lease term of less than 12 months and for leases for
low-value assets the Company has applied the optional exemptions to not recognise
right-of-use assets but to account for the lease expansea on a straight line basis over
the remaining lease term. Payments made under these agreements are charged under
other expenses in the Statement of Comprehensive Income.
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The Company adopted the new accounting standard IFR316 — Leases in 2019/20
which replaced IAS17 - Leases, The adoption of this new standard resulted in the
Company recognising a right-of-use asset and related lease liability on our Statement
of Financial Position in respect of our haad offica, Spruce Building.

Thea right-of-use asset has been maasured at cost and depreciated on a straight-line
basis from tha lease commeancemeant date to the end of the lease term,

The Company has measured the lease liability at the present value of the lease
payments unpaid at that date, discounted using the Company's incramental borrowing
rate of 2%.

On the Statement of Financial Position, right of use assals have been included under
non-current assets and short term lease liabilities have been included in trade and
other payables and long-term lease liabilities under non-current liabilities.

1.14 Estimation uncertainty

1.15

1.16

1.7

The Company oparates a defined benefit pension scheme for its employees and the
future obligations and assel returns are based on a number of eslimates and
assumptions. In recognising these liabilities we take advice from specialist consuliants,

We review the useful aconomic life of equipment and intangible assets and will base
depreciation and amortisation charges on thase assumptions.

Pensions

The Company operates a defined benefit schame and the accounts are prapared in
accordance with the requirements of 1AS 19, This requires the net pension liability or
asset to be disclosed on the Statement of Financial Position. The figures have been
prepared using the projected unit actuarial cost method. The pension's liability has
been determined using assumplions stated in note 19 to these financial statements.

(30ing concerm

The financial statements have been prepared on a going concem basis. Forecast
profile of income and expenditure for 2021/22 and a three year budgel presented to
the Board at the meeting on the 23" February 2021 indicate that cash flows will be
sufficient to meet all obligations as they become due. At the time of writing this report
wa hava no reason to believe that the financial consequences of responding to
coronavirus will have a significant impact on our projectad cash flows, however we will
continue to monitor developments and revise our forecast in light of any changing
circumstances. The paymant of thae Managament Fee is made quarterly in advance
and front loaded with 28% paid in qguarter one and three further instalments of 24%.
This payment profile helps ensure adequate cash flow is maintained throughout the
yaar, The Managemeant Agreement runs for 10 years to 31 March 2023 with the option
to extend in 5-year periods thereafter. Payment of the Works Fee can be made on an
immediate basis if necessary for cash flow purposas.

key Judgemenis

The Company has responsibility to project manage the planned repairs and new
building programmes for Council Homes. Where financial or operational benefits can
be identified, contracts are issued in the name of Shropshire Towns and Rural Housing
Ltd and the Company recharges the Council full reimbursement of these costs under a
Works Fee. We have reviewad the amendments to IFRS15-Revenue from Contracts
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with Customers and we consider that the Company continues to ba the principal in this
arrangement,

1.18 Government Grants
Grants income is recognised on receipt when the amount can be measured reliably.
Tha Company ensures that it meels any conditions associated with the grant funding.

2. Revenuea
Income is derived wholly from within the United Kingdom from the Company's principal
activity of housing management.
2020021 2019/20
E000 £000
Management Fee paid by Shropshire Council 8,506 8,268
Other income
Community Alarms 105 107
Intensive Housing Managemean! Charge 212 186
Misc. income & recharges to SC Capital & Revenue 3,619 6,672
Grant income 329 384
4 265 7.349
Total revenue 12,771 15.617

All grant incoma is in relation to Supporting People which is raceived from Shropshire
Council via the Sustain Consortium.

3. Other Expenses
Other expenses comprise of:

2020/21 2019/20

£000 £000

Management and Neighbourhoods {1,134) (1,377)
Repairs and Maintenance (5, 286) (8,700)
Community Support Services {208) (272)
Total other expenses (6,628) (10,349)

4,  Auditor's Remuneration
The operating profit is reported after Auditor's costs as follows:

2020/21 2019720
£000 £000
Auditor's Remuneration — Statutory Audit (19) (17)
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3.  Property, Plant and Equipment

The Company's property, plant and equipment comprised of telephone systems
purchased in respact of our office in Oswestry and Shrewsbury, Both items have now
been fully depreciated. All other items of equipment, fittings and fumiture were deamed
to be immatarial.

2020/21 2019/20

£000 £000

Cost (brought forward) at 1 April 26 26
Additions 0 0
Total cost 26 26
2020/21 2019/20

Depreciation £000 £000
Accumulated depreciation 1 April (21) {16)
Charge for the year (5) (5)
Total depreciation (286) (21)

31 March 31 March

2021 2020
£000 £000
Carrying amount at 31 March 0 5
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6. Right of use assets
The Company’s right-of-use asset on the balance sheet comprises of the Leasa
Agraement for our Head Office (Spruce Building). This is a 5 year lease starting in
2018. The new lease standard (IFRS516) states thal all leases which are nof of low
value and with a duration of more than 12 months should be capitalised, depreciated
owver the life if the lease and a corresponding assel and liability disclosed in the
Statement of Financial Position.

2020721 2019720

£000 £000

Cost (brought forward) at 1 April 240 0

Additions 0 240

Total cost 240 240

2020721 201920

Depreciation £000 £000

Accumulated depreciation 1% April (96) 1]

Charge in the year (47) (96)
Total depreciation (143) (96)

31 March 31 March

2021 2020

£000 £000

Carrying amount at 31 March a7 144
7.  Trade and Other Receivables

21 March 31 March

2021 2020

£000 £000

Sundry Debtors 215 55

Amounts due from Shropshire Council 2063 1,454

Payments in Advance 42 27

_‘FT:EI trade and other receivables 2,310 1,536
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8. Cash and Cash Equivalents
{Mote figures quoted in pounds not thousands) 31 March 31 March
2021 2020
E £
Bank current account 5,492 660 5,168,839
Petty cash 250 250
Total cash and cash equivalents 5,492,910 5,169,189
8. Trade and Other Payables
31 March 31 March
2021 2020
£000 £000
Trade payables (1,041) {1.162)
Amount owed to Shropshire Council (247) (413)
Other Creditors (HMRC VAT) (375) (128)
Tax and Social Security (82) (84)
Other Creditor — LGPS Pension (71) (61)
Total trade and other payables (1,816) {1,855)
10. Finance Cost
2020021 2019/20
- E000 £000
Interast on pension liabilities (440) (402)
Interest on pension plan assets 285 289
Pension administration expeanses (21) {18)
Interest on leases (3) (4)
Total finance cost (179) (135)

11. Taxation
HMRC have confirmed that the aclivilies and fransactions between Shropshire Council
and Shropshire Towns & Rural Housing Limited, which is a wholly owned subsidiary of
Shropshire Council, do not amount to trading and as such any surpluses in respect of
thesa activities are not taxable nor any losses relievable for corporation tax purposes.
It follows that taxable profits or losses should only arise on activities carried out with
external organisations.

The Community Alarms Service is the enly activity carried out by the Company which
relatas to transactions with external parties, Any surplus made in this accounting
period for corporation tax purposes will be off-set against losses camied forward from
prior years,
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12. Cash Flow adjustments and changes in working capital

2020021 2019420
Adjustments {non-cash items) £000 £000
Depraciation & amortisation 52 1
Current service costs 496 584
Past service cost 0 236
Past service cost adjustment for McCloud (2018/19) 0 (456)
Pension administration expenses 21 18
Net pension interest cosis 155 113
Lease interest costs - 3 4
Total adjustments 727 600
2020121 201920
Met changes im working capital £000 E£000
Change in trade and other receivables (774) (222)
Change in trade and other payables (38) 826
Change in employee benefits accrual 26 8
Mowvement in Stock (Increase) (2) (7
Change in lease payables (1) o4
Net changes in working capital (789) 699
13. Equity/Reserves
31 March 21 31 March 20
E£000 £000
1 April 1,925 1,137
Adjustment on the adoption of IFRS16 0 (50)
Equity 1 April 1,925 1,087
Profit for the year (436) (429)
Remeasurement of pansion assels & 1.514 1,267
liabilities
Total Comprehensive Loss for the 1,078 838
year
Total equity 31 March 3,003 1,925
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14.

Analysis of Reserves 31 March 31 March
2021 Z020
£000 EOOD

{Profit¥Loss (usable) (5,986) (4,878)

Pension deficit (Mote 19) 8,989 6.803

31 March 3,003 1,925

Usable reserves are funds held which are available for reinvestment in the furtherance
of tha Company objaclives. The pansion deficit relates to the Company's retirement
benefit obligations and is as calculated by the Actuary (see note 19),

Related Party Transactions

Shropshire Towns and Rural Housing is an Arms-Length Management Company
wholly owned by Shropshire Council. The Company was established with no share
capital and is limited by guarantee.

In thie event that the Company is wound up, Shropshire Council underlakes to
contribute such amounts as may be required for the payment of the debts and
liabilities of the Company. After the satisfaction of all debts and liabilities, the
remaining assets will be transferred lo the Council’'s Housing Revenue Account.

The Council has delegated the responsibility for overseeing the management and
maintenance of its Housing stock to Shropshire Towns and Rural Housing in
accordance with a Management Agreement with effect from 1 April 2013.

Details of the status of the company and the composition of the Beard of Directors are
given on page 2.

Dwring the year tha Company charged the Council £12,751k (£15,604k in 2019/20).
This included £8,506k (£8,268k in 2019720) for the annual Management Fee and a
further £3,421k (£6,401k in 2019/20) in respect of the Works Fee for planned works
paid for by the Company on behalf of the Council. The Works Fee represents full
racovery of direct expenditure incurred by the Company in paymeants to contractors
undertaking works on the Council's planned repairs and new bulld programmes, Al 31
March 2021 the Company had no contractual commitments.

During the year the Council charged the Company E799k (£1,094k in 2019/20) for
goods and services including support services (SLA's), accommaodation costs, IT
equipment and telaphany recharges.

The net balance owed to the Company by the Council at the end of the year ks £1,806k
(ET3Tk in 2018/20). The balance is payable on normal commercial terms and does not
bear any interest and the Company makes no bad debt provision in respect of this
amount.
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Transachons with key management personnal
Keay management of the Company comprise of the Senior Management Team
identified on page 2. Key managemeant parsonnel remunaration includes the following

expenses;
2020/21 201920
£000 £000
Wages and salaries 339 329
Social security cost 41 40
Pension cost 61 48
Total 441 417

Directors’ remuneration

The Directors of the Company are identified on page 2. From Movember 2014 the
posts of Chair and Vice Chair were aligible for remuneration. Expanses during the
reporiing year are:

2020/21 2019/20

£000 £000

Wages and salaries 2 3
Total 2 3

15. Ultimate Parent Undertaking

The company is a wholly owned subsidiary of Shropshire Council and the accounts
hava been consolidated into the Council’s financial statemenis.

16. Contingent Liabilities
The company has no conlingent assets or contingent liabilities.
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17. Employee Remuneration
Expenses recognised for employae benefits are analysed as follows:

2020/21 2019/20

£000 £000

Wages and salanes 3,888 3,550
Social securily cost 348 205
Pension cost 1,162 808
Total 5,508 4,653

The average number of employeeas for the year was 136 which equated to an average
number of full time equivalants of 129,

Analysis of the avarage number of employees by operational area is as follows:

2020721 2019/20

Employees Employees

Management and Neighbourhoods 43 45
Repairs and Maintenance 75 67
Communily Support Services 18 15
Total 136 127

18. Employee Related Benafits

The current liabilities recognised for employee remuneration in the Statement of
Financial Position consisis of tha following:

31 March 31 March

2021 2020

£000 £000

Employes related benefil accruals (84) (58)

The accrual relates to untaken holiday entittiement as at 31 March 2021.
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19.

Retirement Benefit Obligations

The Company is a member of the Local Government Pension Scheme (LGPS)
administered by Shropshire Council. This is a funded defined benefit scheme which
provides index linked retirement benefits o employees who choose to join.

Thi schama was opened on 1 April 2013 when employees of the Company
transfemed from Shropshire Council under Transfer of Undertakings (Protection of
Employment) (TUPE). Al the time of admission the Company scheme was fully funded
under the actuarial valuation assumptions made. The figures presented in these
financial statements are reported under the requirements of 1A519, which are preparad
on a different basis to the actuarial valuation.

As at 31 March 2021 the Actuary's valuation of the fund's benefit obligation is
£23.534m (31* March 2020 £18.340m) and plan assets is £14.545m (31* March 2020
£11.537Tm) giving a deficit of £8,983m (31" March 2020 £6.803m), which is a
deterioration of £2.186m during the year.

In addition to staff that joined the Company in April 2013 under TUPE transfer from
Shropshire Council, the scheme is currently open to new employees. Employees and
the Company pay contributions (o the fund. A comprehensive actuarial valuation is
underiaken every three years and the latest review was undertaken on 31" March
2019 by the actuary Mercer Limited. This resulted in the employer's rate increasing
from 14.6% which had applied since April 2017, to 18.0% from April 2020. Employees
contribute variable rates which increase on banded salary ranges. At 31* March 2021
the scheme had 126 active members.

The decision of the Supreme Court on 27" June 2019 to deny the Government's
request to appaal the McCloud judgement resulted in a potential increase in the
pension Rability for Local Governmenl Pension Schemes. The MeCloud judgment ruled
that the transitional protections given to older members when the Public Service
Pension Schemes were amended constituted unlawful age discrimination against
these members who did not receive this protection. In June 2018 we asked the
Actuary to provide an estimate of the impact of the judgement on our scheme and this
identified a past service cost of £456k as at 31% March 2019. Our Financial Statements
for 201819 reflected this increased liability. The disclosure provided by the Actuary for
the year ended 31* March 2020 recognised the impact of the McCloud judgement as
at that date and as such the estimated figure included in 2018/19 was adjusted for in
2019/20. Mo further adjustment was required in 2020/21.
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Movements in the present value of the defined benefit obligation are as follows:

2020721 2019720
£000 E000
Opening balance at 1 April 18,340 16,351
Past service cost adjustment for McCloud (2018/19) 0 (456)
Current sarvice cost 1,139 1,018
Past service cosl 1] 236
Interest cost on pension labilities 440 402
Confributions by scheme participants 235 197
Remeasurements (labilities):
Experience (gain)loss (302) 1,757
{Gain)Noss on financial assumptions 3,873 {165)
{Gain)oss on demographic assumptions 1] {893)
Settlements 1] 0
Benefitsitransfers paid (181) (107)
Closing balance at 31 March 23,534 18,340

For determination of the pension obligation the following actuarial assumptions
have bean used:

Inflationary assumptions 2020021 2020/21
End of Start of
Period Period
T Yo
Rata of inflation {CPI) 27 2.1
Rate of increase in salaries 3.95 3.35
Rate of increase in pensions 2.8 2.2
Discount Rate 21 2.4
Mortality assumplions: 2020021 2020721
End of Start of
Period Period
years years
Life expeclancy for current pensioners aged 65:
Men 23.0 22.9
Women 25.1 25.0
Life expectancy for future pensioners aged 65 in 20
years' time:
Men 24.3 24,2
Women 26.7 26.6
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The waighted average duration of the defined benefit obligation for LGPS Scheme
Members is 20 years.

The estimalion of the defined benefit obligations is sensitive to the actuarial
assumptions sat out in the table above. The sensitivity analyses below have been
determined based on reasonably possible changes of the assumptions accurring at the
end of the reporting period and assumes for each change that the assumption
analysed changes while all other assumplions remain constant. The estimations in the
sensitivity analyses have followed the accounting policies for the scheme, i.e. on an
actuarial basis using the projected unit credit method. The methods and types of
assumptions used in preparing the sensitivity analysis below did not change from
those used in the previous pencd.

Sensitivity analysis of the scheme as at 31 March 2021 is as follows:

Central Sensitivity Sensitivity Sensitivity Sensitivity Sensltivity
1 F) 3 4 o
+0.1% +0.4% +0.1% 1 year +-1% changa in
p.a, poa, p.a increase in 2020021 investmeant
Discount Inflation Pay life returns
rate rate growth axpectancy
EOOD EDDD E000 EQDD £000 Eoon
+1% =1%

Liabilithes 23,534 23,075 24,002 23,614 24,205 23,534 23,534
Aszals (14,545} [14.545) {14,545) [14.545) (14.545) (14.694) ([14,306)
Craficiti{ Surplus) 8,583 8,530 9457 8,069 8,661 8,840 8,138
Projecied
service cost for 1.417 1.383 1.452 1447 1.463 1417 1417
naxt pasr
Projected net
inberost cost for 182 181 182 184 106 179 185
next year

Movements in the fair value of plan assets are as follows:

2020121 2019/20

£000 £000

Opening balance at 1 April 11,537 11,310
Interest on plan assels 285 289
Remeasurements (assats) 2.057 (568)
Administration expenses (21) (13)
Employer contributions 643 434
Confributions by members 235 197
Settlements 0 0
Benefits/transfers paid (191) {(107)
"Closing balance at 31 March 14,545 11,537
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Analysis of the plan assets is as follows:

31 March 31 March
2021 2020
Il i £000 E£000
Equities:
UK guoted 654 555
Global quoted 6,525 5215
Bonds:
Overseas — Global fixed income 1,040 1,661
Overseas — Global dynamic 997 0
Other class 2 - absolute retum bonds 969 911
Property Funds 556 496
Alternatives:
Privata Equity 1,267 G486
Infrastruciurs 456 415
Hedge Funds 912 738
BMO - LDI manager 499 392
Proparty Debt 399 173
Insurance Linked Securities 228 185
Cash accounts 3 150
Total 14,545 11,537

Amounts included in the Statement of Financial Position in respect of the
defined benefit scheme are as follows:

31 March 31 March

2021 2020

£000 EQOD

Fair valua of plan assets 14,545 11,537
Prasent value of funded obligation (23,534) (18,340)
(Deficit) in scheme {H'.EEE} (6,803)
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Amount reported in the Statement of Financial Position:

41 March 31 March

2021 2020

. rit Lizabiliti E000D EOOD
Pension lability (8,989) (6,803)
Total (8,989) (6,803)

Amounts reported in the Statement of Changes in Equity in respect of the
defined benefit scheme are as follows:

2020721 2019721
£000 £000
Remeasurment (liabilities):

Experience Gain/{loss) 302 {(1.757)
Gainf{loss) on financial assumptions (3,873) 165
Gainf{loss) on demographic assumplions 0 893
Remeasurement (assets) gainf{loss) 2,057 {565)

Actuarial loss recognised in the Statement of
Changes in Equity (1,514) (1,267)

Amounts recognised in the Statement of Comprehensive Income in respect of
the defined benefit scheme are as follows:

202021 2019720

E00D £000

Current service cosl {1,139} {1,018)

Past service cost 0 (236)

Past service cost adjustment for McCloud (2018/18) 0 456

Intarest cost on pension liabilites (440) {402}

Interest on plan assats 285 289

Administration expenses (21) (18)
Total charged to the Statement of

Comprehensive Income (1,315) (929)

Current service costs and past service cosls are recognised in Employee Benefit
Expenses. Interesl cosl and administration expenses are recognised in Finance Costs.

=
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Remeasurements are recognised in the Statement of Comprehensive Income as follows:

2020021 2019720

£000 E£000

Experiance Gain/{loss) 302 (1.757)

Gain/{loss) on financial assumptions {3,873) 165

Gainf{loss) on demographic assumptions 1] 893

Remeasurment (assels) gainfloss) 2,057 (568)
Net actuarial loss recognised in the Statement of

Comprehensive Income (1,514) {1,267)

The Actuary’s estimated employer's contribution for the year ended 31* March 2022 is

E642k.

20. Financial Instruments

Hzsals

The table below analyses the Company's financial assets held for managing liguidity
risk which are considered to be readily saleable or are expected to generate cash
inflows to meet cash outflows on financial liabilities. The financial assels disclosad all

fall within the amortised cost category.

Current Long Current Long
Term Term
| " 31 Ky
March March March  March
2021 2021 2020 2020
£000 £000 £000 £000
Trade and other receivables 2,268 0 1,508 0
Cash and cash equivalents 5,462 0 5,169 1]
Total 7,760 0 6,677 (1]
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21.

Liabilities

The table below analyses the Company's Current and Long-Term financial liabilities on
a confraclual gross undiscounted cash flow basis at the reporting date up to the
coniractual maturity date. Financial liabilities are all measured on an amortised cost
basis.

Current Long Current Long
Term Term
k| M Ky | 31
March March March March
2021 2021 2020 2020
£000 £000 £000 £000

Trade and other payables (1,288) 0 {1.581) 0

Employee benefits (B4) o {58) i

Total (1,372) 0 {1,639) 1]
Cash Flow

The Company’s primary source of revenue is Shropshire Council either through the
Management Fee (£8,506k 2020/21), the Housing Servica Support Service Grant
(£329k 2020/21) or the Works Fee (£3,421k 2020/21). The Management Fee is fixed
annually and paid quarterly in advance. The Works Fee is paid as the expenditure is
incurred and the Grant is paid in monthly instalments. The timing of these cash inflows
ensures the Company can meet its financial obligations.

it and Liguidity Risk
The Company ensuras that all liabiliies are met as thay fall dua. As stated above the
nature of cash inflows gives a safeguard that the Company is exposed to low credil
and liquidity risk.

The Company is exposed to liquidity and credit risk principally in the event that the
Council were to experiance cash flow difficulties. However, based on the Council's
own high credit rating this iz assessed to be a very unlikely scenario of low risk.

| ik

The Company has no borrowing and no long term investments. Short lerm deposils
are fimited to cash held at the bank and interest recelved from these short term
investrments (£32k 2020/21) s not critical o the Company's revenue. We therefore
consider that the Company Is not exposed to interest rate risk.

Finance Income

2020/21 2019/20

£000 E000

Interest income from cash and cash equivalents 32 50
Total : 32 50
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23.

ShM\

Towns and Rural Housing

Lease liabilities
The Company has a five year lease for its Head Office building in Shrewsbury. The
future minimum lease payments for this right-of-use assel are as follows:

Within 1 2to 5 Total
year years
E00D £000 £000
Lease payments 50 47 a7
Finance charges 2 1 3

Expenditure on right-of-use leases in the year lotalled E50k. Interest of £3k was
included in finance costs in the Statement of Comprehensive Income. Repayment of
the principal balance of £E47k was charged as a reduction in lease liabilities to the
Statement of Financial Position,

Lease payments not recognised as a liability

The Company has elected not to recognise a lease liability for short term leases
(leases of a termn of less than 12 months) or for leases for low value assets. Payment
made under such leases are expensad on a straight-line basis and the amount
expended in 2020/21 was £5k. As at 31* March 2020 the Company was committed {o
short term leases and the total commitment at that date was £6k per annum.

Post Reporting Date Events
Mo adjusting or significant non-adjusting events have occurred between the reporting
date and the date of authorisation.
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