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Committee 
Members: 

 
Councillor Tim Harrison (Chairman) 
Councillor Paul Wood (Vice-Chairman) 
 
Councillor Robert Leadenham, Councillor Bridget Ley, Councillor Habib Rahman, 
Councillor Rhea Rayside, Councillor Paul Stokes, Councillor Mark Whittington, 
Councillor Sue Woolley and Alan Bowling 
 

Agenda 
  

 This meeting can be watched as a live stream, or at a later date, via the 
SKDC Public-I Channel 
 

 

 
1.   Apologies for absence 

 
 

 
2.   Disclosure of interests 

Members are asked to disclose any interests in matters for 
consideration at the meeting. 
 

 

 
3.   Minutes of the meeting held on 21 January 2026 

 
(Pages 3 - 9) 

 
4.   Updates from previous meeting 

To consider updates on Actions agreed at the meeting held on 21 
January 2026. 
 

(Page 11) 

 
5.   Year-end report (ISA 260) 2024-25 

Year end report from Council External Auditors regarding the statement 
of accounts for 2024-25. 
 

(Pages 13 - 50) 

 
6.   Auditors Annual Report 2024-25 

External Auditor’s Annual Report providing a summary of the findings 
and key issues arising from our 2024-25 audit of South Kesteven 
District Council. 

(Pages 51 - 71) 
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7.   Statement of Accounts 2024-25 

The Statement of Accounts 2024/25 is presented to the Governance 
and Audit Committee for approval. 
 

(Pages 73 - 208) 

 
8.   Work Programme 2025 - 2026 

To consider the Committee’s Work Programme for 2025 – 2026. 
 

(Pages 209 - 211) 

 
9.   Any other business, which the chairman, by reasons of 

special circumstances, decides is urgent. 
 

 

 



 

Meeting of the 
Governance and Audit 
Committee 
 
Wednesday, 21 January 2026, 2.00 
pm 

 

 

 
 

Committee Members present 
 

Cabinet Members present 

Councillor Tim Harrison (Chairman) 
Councillor Robert Leadenham 
Councillor Bridget Ley 
Councillor Habib Rahman 
Councillor Rhea Rayside 
Councillor Paul Stokes 
Councillor Mark Whittington 
Councillor Elvis Stooke 
Alan Bowling 
 

Councillor Ashley Baxter 
Councillor Philip Knowles 
 
Other Members present  
 
Councillor Anna Kelly 
Councillor Ian Selby 

Officers  
 
Richard Wyles, Deputy Chief Executive and Section 151 Officer 
Emma Whittaker, Assistant Director (Planning & Growth) 
David Scott, Assistant Director of Finance and Deputy Section 151 Officer 
Jeremy Barlow, Building Control Manager 
James Welbourn, Democratic Services Manager 
Joshua Mann, Democratic Services Officer 
Gurpreet Dulay, Internal Auditor 
Matt Humphrey, RSM Partner 

 
52. Apologies for absence 

 
Apologies for absence were received from Councillors Paul Wood and Sue 
Woolley. 
 
Councillor Paul Wood was substituted by Councillor Elvis Stooke.  
 

53. Disclosure of interests 
 
No interests were disclosed. 
 

54. Minutes of the meeting held on 13 November 2025 
 
The minutes of the meeting held 13 November 2025 were AGREED as an 
accurate record.  
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55. Internal Audit Progress Report 
 
The Internal Audit Progress Report was introduced by the Internal Auditors.  
 
The report covered the following: 
 
  Design Opinion Effectiveness Opinion 
Treasury Management  - Moderate  Substantial 
Building Control - Substantial Moderate 
IT Strategy - Moderate Moderate 
 
Treasury Management 
 
Areas of strength identified included – oversight and reporting of prudential 
indicators and policy thresholds. 
 
Areas of weakness identified included – governance approval of Treasury 
Management practices.  
 
Building Control  
 
Areas of strength identified included – mature and embedded performance 
monitoring arrangements with robust and transparent financial management. 
 
Areas of weakness identified included – a lack of documented improvement 
processes following EMBC survey results.  
 
IT Strategy 
 
Areas of strength identified included – the adoption of a streamlined ICT 
strategy allowing innovative working. 
 
Areas of weakness identified included - the individual themes of the Strategy 
did not set out how they are linked to the wider corporate objective. 
 
During discussions, Members commented on the following: 
 

- A Member requested greater detail about SKDC’s response to issues 
identified by the audits in future progress reports. 

- It was confirmed that the relationship between the new IT Strategy and 
the Corporate Plan was still being developed to ensure that all actions 
were aligned as the IT Strategy was still in its infancy. 

- Following the Building Control audit, it was confirmed that the 
Developers’ Forum was in the process of being developed.  

- A Member did note concern that excessive resources would be spent 
chasing building control feedback. The Assistant Director (Planning and 
Growth) confirmed that SKDC were looking at options requiring fewer 
resources.  
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The Internal Audit Progress Report was noted by the Committee.  
 

56. Indicative Internal Audit Plan 2026/27 
 
The Indicative Internal Audit Plan 2026/27 was introduced by the Internal 
Auditor. 
 
The Indicative Internal operational plan 2026/27 covered the following areas, 
outlining which quarter they would be reviewed in, a description of the review 
and a reason for its inclusion: 
 
Core Assurance - 

- Accounts receivable 
- Asset management strategy – general fund 
- Planning services 
- Procurement cards 
- Rent collection 
- Sickness and absence management 
- Renters’ Right Act – Response to new 
- Statutory Responsibilities 

 
Soft Controls –  

- Equality, diversity, and inclusion 
 
Future Focused Assurance - 

- LGR Programme Governance and Readiness Review 
 
Flexible Audit Resource - To be allocated during the year as required but 
could include the examples shown below –  

- Contingency/ Flexible resource 
 
Contract Management –  

- Planning / liaison / management 
- Recommendation follow ups 
- Governance & Audit Committee. 

 
During discussions, Members commented on the following: 
 

- A Member queried whether there were plans for the Internal Auditors to 
complete a cyber security review. It was confirmed this review was 
completed in March 2024 and the matter remained on the Risk Register 
for review.  

- Clarification was sought as why 20 days had been allocated to the 
procurement cards review. The Section 151 Officer confirmed that 
these timeframes were set by the Internal Auditors and the scoping was 
still in its infancy.  
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- Reassurance was given by the Internal Auditors about the flexibility of 
the plan. Contingency days had been built in and regular progress 
reports would continue to update the Committee.  

 
The Indicative Internal Audit Plan 2026/27 was noted by the Committee.  
 

57. 2026/27 Treasury Management Strategy Statement 
 
The 2026/27 Treasury Management Strategy Statement (TMSS) was 
presented by the Leader of the Council.  
 
The Council was required to produce an annual Treasury Management 
Strategy Statement, outlining the Council’s borrowing and investment policies 
that SKDC would follow during 2026/27. 
 
Appendix 3 confirmed there were no proposed changes to the current limits or 
specified counterparty investment strategies and outlined the Council’s Ethical 
Investment Strategy, following its review.   
 
As part of ongoing monitoring, the treasury management practices were 
reviewed and updated during the year to reflect operational changes. These 
were undertaken by senior finance officers to reflect current working practices 
with the exception of those which were formally included within the annual 
TMMS and require member approval. 
 
The Council’s Capital Strategy was to be considered by Full Council as part of 
the annual budget setting process on 26 February 2026. 
 
During discussions, the following points were made: 
 

- The Section 151 Officer confirmed that the Strategy Statement was 
written to set out the indicative programme outlined at the 13 January 
2026 Budget OSC rather than setting reserve levels. Within the 
Strategy Statement the Section 151 Officer noted that SKDC had been 
advised to borrow from internal resources rather than the higher-
interest external rates.  

- A Member requested a written response from officers in response to his 
concerns about reserve levels. The Leader also offered to meet with 
the Member and the Section 151 officer to discuss the concerns. 
ACTION 

 
Following discussions, it was proposed, seconded, and AGREED to 
recommend that Full Council approves the Treasury Management Strategy 
Statement 2026/27. 
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58. Review of the Financial Regulations 
 
The review of Financial Regulations was presented by the Cabinet Member 
for Corporate Governance and Licensing.  
 
The proposed changes to the Financial Regulations included: 
 
Revenue Reserves - Discretionary and Governance 
 
Clarification was provided on the definition of reserves between discretionary 
and governance reserves.  This clarification was provided in section 11.2 of 
the revised Financial Regulations. 
 
Authorised Limits – Appendix A of the Financial Regulations 
 
Due to the number of changes including levels and authorisations, the current 
approved Financial Regulations was provided at Appendix A for comparative 
purposes. 
 
Virements – the process whereby unallocated budgets could be  
moved between cost centres where additional costs may be incurred during  
the year.  In respect of revenue, it was only permissible to move budgets  
between staffing costs or other expenditure to avoid salary budgets being  
adversely affected.  In respect of capital, the virement levels were  
updated to reflect the levels of budgeted expenditure levels for capital  
schemes. The authorisation levels were updated to ensure there was  
no service disruption whilst virements requests are being considered.  
 
Additions to Budget Framework – this authority allowed for in-year budget  
framework changes where a proposal arose outside of the annual  
budget setting process. Authority for these changes were either a Cabinet or  
a Council decision subject to the financial amendment levels.  
 
Approval to use the Reserves – this section was updated to allow  
for the use of the discretionary reserves in accordance with the criteria of  
each reserve. The authorisation and financial levels were updated  
and included consultation with the Leader, Cabinet Member for Finance and  
Chief Executive.  
 
Authorised Signatories – this section was in respect to raising order and  
approving invoices.  This was a key internal control and ensures there are  
clear segregation of duties between officers.    
 
Bad Debt levels – these levels were updated to enable Team Leaders to 
authorise write offs of specific debt levels before the write off  
request was escalated to the Head of Service. 
 
During discussions, Members commented on the following: 
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- A Member noted concerns about the accessibility of reserves that 

section 11 of the regulations granted. The Section 151 Officer 
confirmed that officer delegation reports were published for any 
delegated spending from discretionary reserves.  

- It was queried why the emergency payments plan had not been 
updated, but it was confirmed by the Section 151 Officer that this was 
because the current level still worked efficiently. 

- In response to concern about the risk to the Council of increasing the 
responsibility of certain high-ranking officers, the Leader responded 
that this reflects the seniority of the positions and shows trust in the 
staff.  

- It was confirmed that bad debt was regularly audited by the Internal 
Auditors and write offs were undertaken in accordance with the 
Financial Regulations levels. 

- The Section 151 Officer agreed to produce an update about the 
effectiveness of the Financial Regulations following a six-month period.  
 

Following discussions, it was proposed, seconded, and AGREED to 
recommend that Full Council approves the updated Financial Regulations. 
 

59. Strategic Risk Register 
 
The Review of the Strategic Risk Register was introduced by the Cabinet 
Member for Corporate Governance and Licencing.  
 
The Corporate Management Team had undertaken an assessment of the  
effectiveness of the strategic risk controls as identified in the Strategic Risk  
Register. The assessment led to the following judgements with regards the 
strategic risk controls: 
 
Effective – Controls and enablers were deemed to exist, be consistently 
applied, and achieve the outcome expected. 
 
Partially Effective – There were improvements that could be made with 
regards to strengthening the controls and enablers, with improvement actions 
at a macro level identified. 
  
Not Effective – Controls were not performing as required and improvement  
actions at a more detailed level identified. 
 
In completing the exercise all strategic risk controls were deemed effective or  
partially effective. None were deemed ineffective.   
 
Appendix A outlined specific details of the individual risks and these were 
ranked on a risk matrix. 
 
During discussions, Members commented on the following: 
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- A Member noted concern about the two red-rated risks and suggested 

that devolution should be classed as red too. The Member also noted 
concern about the volume of risks. The Chairman interjected that Full 
Council was a more appropriate forum to analyse this.  

- Support was given for the process of risks being assigned actions 
within the register. 
 

Following discussions, it was proposed, seconded, and AGREED to approve 
the updated Strategic Risk Register.  
 

60. Work Programme 2025 - 2026 
 
It was noted that the 18 February 2026 meeting had been confirmed.  
 
Members noted the Work Programme 2025-26. 
 

61. Any other business, which the chairman, by reasons of special 
circumstances, decides is urgent. 

 
Following a funding dispute between SKDC and Lincolnshire County Council, 
the Chairman requested assurances about the following questions and 
suggested a review by the Internal Auditors: 
 

1. Whether SKDC had adequate governance and documentation in place 
where SKDC relied on funding commitments from partner authorities? 

2. Whether reliance on external partner funding was appropriately 
identified and managed as a risk? 

3. Whether there were clear controls to ensure that member decisions 
and public communications were not based on funding that was not 
formally secured?  

4. Whether any lessons should be taken for future partnership or 
devolution related agreements? 

 
The Section 151 Officer confirmed that an Internal Audit review was not 
necessary and reassurance could be given from officer level. The Committee 
indicated support for this.  
 
The meeting concluded at 15.44. 
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Action Sheet 
To provide members with an update on actions agreed at the 21 January 2026 meeting of the Governance and Audit Committee.  

Min 
no.  

Agenda Item Action(s) Assigned to Comments/status Deadline 

57 2026/27 Treasury 
Management 
Strategy Statement 
 

A Member requested a 
written response from officers 
in response to his concerns 
about reserve levels. The 
Leader also offered to meet 
with the Member and the 
Section 151 officer to discuss 
the concerns. 

Section 151 Officer CLOSED  
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South Kesteven 
District Council

Year end report for the year ended 31 March 2025

DRAFT

9 February 2026

Year End Report to the Governance & Audit 
Committee
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To the Governance & Audit Committee of
South Kesteven District Council
We are pleased to have the opportunity to meet with you on the
18th February 2026 to discuss the results of our audit of the
consolidated financial statements of South Kesteven District
Council (the ‘Council’) as at and for the year ended 31 March
2025.

We are providing this report in advance of our meeting to
enable you to consider our findings and hence enhance
the quality of our discussions. This report should be read in
conjunction with our audit plan and strategy report,
presented on the 18th June 2025. We will be pleased to elaborate
on the matters covered in this report when we meet.

We are committed to providing you with a high quality
service. If you have any concerns or are dissatisfied with 
any part of KPMG’s work, in the first instance you should 
contact Salma Younis (Salma.Younis@KPMG.co.uk), the 
engagement lead to the Authority, who will try to resolve 
your complaint. If you are dissatisfied with the response, 
please contact the national lead partner for all of KPMG’s 
work under our contract with Public Sector Audit 
Appointments Limited, Tim Cutler. 
(tim.culter@kpmg.co.uk). After this, if you are still 
dissatisfied with how your complaint has been handled 
you can access KPMG’s complaints process here: 
Complaints.

The engagement  team 
Subject to the approval of the statement of accounts, we 
expect to be in a position to sign our audit opinion on the 
approved statement of accounts and auditor’s 
representation letter by 27 February 2026, provided that 
the outstanding matters noted on page 4 of this report 
are satisfactorily resolved.

There have been no significant changes to our audit plan 
and strategy other than those described on page 5.

We expect to issue an unmodified Auditor’s Report.

We draw your attention to the important notice on page 3 
of this report, which explains:

• The purpose of this report

• Limitations on work performed

• Restrictions on distribution of this report

Yours sincerely,

Salma Younis

9 February 2026

How we deliver audit quality
Audit quality is at the core of everything we do at KPMG and we 
believe that it is not just about reaching the right opinion, but how 
we reach that opinion. 

We consider risks to the quality of our audit in our engagement 
risk assessment and planning discussions.

We define ‘audit quality’ as being the outcome when:

• Audits are executed consistently, in line with the 
requirements and intent of applicable professional standards 
within a strong system of quality management; and,

• All of our related activities are undertaken in an environment 
of the utmost level of objectivity, independence, ethics and 
integrity.

Introduction 
Contents Page

Introduction 2

Important notice 3

Our audit findings 4

Key changes to our audit plan 5

Significant risks and Other audit risks 6

Audit risks and our audit approach                                                                                           7-15

Key accounting estimates and management 
judgement

16

Group audit scope 18

Other matters 19

Value for money 21-22

Appendix 23-37
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This Report has been prepared for the Council’s Governance & 
Audit Committee, a sub-group of those charged with governance, 
in order to communicate matters that are significant to the 
responsibility of those charged with oversight of the financial 
reporting process as required by ISAs (UK), and other matters 
coming to our attention during our audit work that we consider 
might be of interest, and for no other purpose. To the fullest 
extent permitted by law, we do not accept or assume 
responsibility to anyone (beyond that which we may have as 
auditors) for this Report, or for the opinions we have formed in 
respect of this Report. 

Limitations on work performed
This Report is separate from our audit report and does not 
provide an additional opinion on the Council’s financial 
statements, nor does it add to or extend or alter our duties and 
responsibilities as auditors. 

We have not designed or performed procedures outside those 
required of us as auditors for the purpose of identifying or 
communicating any of the matters covered by this Report.

The matters reported are based on the knowledge gained as a result 
of being your auditors. We have not verified the accuracy or 
completeness of any such information other than in connection with 
and to the extent required for the purposes of our audit.

Status of our audit
Our audit is not yet complete and matters communicated in this Report 
may change pending signature of our audit report. We will provide an 
oral update on the status. Page 4 ‘Our Audit Findings’ outlines the 
outstanding matters in relation to the audit. Our conclusions will be 
discussed with you before our audit report is signed.

Restrictions on distribution
The report is provided on the basis that it is only for the information of 
the Governance & Audit Committee of the Council; that it will not be 
quoted or referred to, in whole or in part, without our prior written 
consent; and that we accept no responsibility to any third party in 
relation to it.

Important notice 

Purpose of this report
This Report has been prepared in connection 
with our audit of the consolidated financial 
statements of South Kesteven District Council 
(the ‘Council), prepared in accordance with 
[International Financial Reporting Standards 
(‘IFRSs’) as adapted Code of Practice on Local 
Authority Accounting in the United Kingdom 
2024/25, as at and for the year ended 
31 March 2025.

This report is presented under 
the terms of our audit under 
Public Sector Audit 
Appointments (PSAA) contract..
The content of this report is based solely 
on the procedures necessary for our audit.
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Our audit findings

Significant audit risks Page 6-17

Significant audit risks Our findings

Valuation of land and buildings We critically assessed the key underlying assumptions 
underpinning the valuation on which the carrying value 
of land and buildings is based. We have concluded that 
the assumptions used in the valuation of land and 
buildings are balanced.

Valuation of investment property We critically assessed the key underlying assumptions 
underpinning the valuation on which the carrying value 
of investment properties is based. We have concluded 
that the assumptions used in the valuation of 
investment properties are balanced.

Management override of controls From our testing we have not identified any instances 
of management override of control. 

Valuation of post retirement 
benefit obligations

No issues identified from the testing over the valuation. 
KPMG actuaries have assessed the assumptions used 
and concluded these are within our reasonable range.

Uncorrected Audit 
Misstatements

Page 
29

Understatement/ 
(overstatement) £’000 %

Revenues 0 0

Surplus for the
year

189 1.47

Total assets 0 0

Total taxpayers' equity 189 0.04

Number of Control deficiencies
Page 
31-33

Significant control deficiencies

Other control deficiencies

Prior year control deficiencies 
remediated

0

1

3

Outstanding matters

Our audit is substantially complete, 
except for the following outstanding 
matters:

• Internal quality review of testing

• Review of updated statement of 
accounts 

• Receipt of signed management 
representation letter

• Finalise audit report and sign

We do not expect any significant changes 
to conclusions of the audit however. 
Where necessary, we will communicate 
these to Governance and Audit 
Committee.

Misstatements 
in respect of 
Disclosures

Page 29-30

Misstatement in 
respect of 
Disclosures

Our findings

Leases Council as a Lessor - 
Operating leases note 
omitted from first draft 
of the accounts.

Officers’ 
Remuneration

Identified the need to 
disclose Head of HR 
salary in note. 

Other audit risks Page 15

Other audit risks Our findings

IFRS 16 adoption We have performed procedures over IFRS 16 adoption 
and we have noted no issues.

16
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We have not made any changes to our audit plan as communicated to you on 18 June 2025, other than as follows:

Key changes to our audit plan

Risk Effect on audit plan Effect on audit strategy and plan

Significant Risk – 
Valuation of Land and 
Buildings 

In our Audit Plan, we communicated that the significant risk for land and 
buildings valued on a DRC basis was over the BCIS indices assumptions. 
However, after reviewing valuer calculations and assumptions used, we have 
revised this approach as we do not believe there is a significant risk over BCIS 
assumption as these are derived from independent, externally available data 
sources. We have identified a significant risk linked to the obsolescence 
assumption which is driven by useful economic life and remaining useful 
economic life. There is a higher level of estimation uncertainty with these 
assumptions that requires valuer judgement. 

In our Audit Plan, we communicated that the significant risk for valuation of 
Council Dwellings focused on the assumption of beacon groupings. However, 
after further consideration of methods, assumptions and data used in the 
valuation, we have assessed the application of beacon methodology as 
significant due to the high degree of estimation uncertainty. For example, if the 
valuer applies the beacon value to the incorrect value beacon group, all assets 
within the beacon may be misstated which may lead to material misstatement 
depending on the size of the beacon group.

• We have agreed performed an assessment over the obsolescence method 
and useful economic lives of assets and challenged management on judgements 
made, where necessary.

• We have confirmed that the application of the methods, assumptions and data used 
in appropriate and in line with the CIPFA Code.

• See page 7-8 which outlines the significant risk, response and findings to explain the 
effect of this change.17
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Significant risks and Other audit risks
We discussed the significant 
risks which had the greatest 
impact on our audit with you 
when we were planning our audit.
Our risk assessment draws upon our 
historic knowledge of the business, the 
industry and the wider economic 
environment in which South Kesteven 
District Council operates. 

We also use our regular meetings with 
senior management to update our 
understanding and take input from local 
audit teams and internal audit reports.
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Likelihood of material misstatementLow

High

High

1

4

2
# #Key: Other audit riskSignificant financial 

statement audit risks

a A significant risk that auditing standards require us to assess on all audit 
engagements. Not always included in the graph except where we have 
also identified an entity-specific risk of management override of controls 

Significant risks

1. Valuation of land and buildings

2. Valuation of investment property

3. Management override of controlsa

4. Valuation of post retirement benefit 
obligations

Other audit risks

5. Adoption of IFRS 16
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See the following slides for the cross-
referenced risks identified on this slide.

5
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Audit risks and our audit approach

1

The Code requires that where assets are subject to 
revaluation, their year end carrying value should reflect the 
appropriate current value at that date. The Code requires that 
where assets are subject to revaluation, their year end 
carrying value should reflect the appropriate current value at 
that date. The Council has adopted a rolling revaluation 
model which sees all land and buildings revalued over a five 
year cycle, with land and buildings outside the full revaluation 
subject to a desktop review. 

This creates a risk that the carrying value of assets not 
revalued in year differs materially from the year end current 
value.

A further risk is presented for those assets that are revalued 
in the year, which involves significant judgement and 
estimation on behalf of the District Valuer Services (DVS) 
which is the specialist property arm of the Valuation Office 
Agency (VOA).

Total value of council dwellings and other land and buildings 
as at 31 March 2025 was £350.9m and £68.3m respectively.

See page overleaf.

We have performed the following procedures designed to specifically address the significant risk 
associated with the valuation:

• We critically assessed the independence, objectivity and expertise of District Valuer Services (DVS), 
the valuers used in developing the valuation of the Council’s properties at 31 March 2025;

• We inspected the instructions issued to the valuers for the valuation of land and buildings to verify 
they are appropriate to produce a valuation consistent with the requirements of the CIPFA Code.

• We compared the accuracy of the data provided to the valuers for the development of the valuation 
to underlying information;

• We evaluated the design and implementation of controls in place for management to review the 
valuation and the appropriateness of assumptions used;

• We challenged the appropriateness of the valuation of land and buildings; including any material 
movements from the previous revaluations. We challenged key assumptions within the valuation as 
part of our judgement; 

• We agreed the calculations performed of the movements in value of land and buildings and verified 
that these have been accurately accounted for in line with the requirements of the CIPFA Code; and

• We considered the adequacy of the disclosures concerning the key judgements and degree of 
estimation involved in arriving at the valuation.

Significant 
audit risk

Our 
response

Key:
 Prior year Current year

Cautious Neutral Optimistic
Valuation of land and buildings 
The carrying amount of revalued Land & Buildings differs materially from the fair value

19
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Audit risks and our audit approach (cont.)

Valuation of land and buildings (cont.)
The carrying amount of revalued Land & Buildings differs materially from the fair value

1

• We concluded that the assumptions used in the valuation of land and buildings are balanced and did 
not identify any indications of management bias within the valuations.

• Auditing Standards requires auditors to identify a management review control (MRC) where there isa 
significant audit risk. There is a significant threshold that needs to be met in order to have a 
satisfactory MRC in place – particularly around the precision of the control. We note that although the 
Council has processes in place to help ensure that the valuation of land and buildings is based on 
best estimate, supported by reasonable assumptions, these processes do not meet the required 
threshold of an MRC. We raised this as a recommendation in the prior year - management accepted 
the residual risk and no further action was taken. Therefore, we have not re-raised the 
recommendation this year.

• During 2024/25, management identified several assets that had incorrect floor areas after a review 
was performed by the property manager. For example, voids above swimming pools were being 
counted as operational floor area. Hence incorrect floor areas had been used by the valuer in their 
calculation of the asset valuations. Management performed a wider assessment of their property 
portfolio to ensure no similar issues which could give rise to material misstatement in the valuation. 
We have reviewed this assessment and we are comfortable that there is no risk of material error as a 
result of inaccurate floor areas. 

• We note that management have also implemented a rolling review programme of floor areas of all 
assets.

• We did not identify any audit misstatements as a result of the remaining audit procedures performed.

Our 
findings

Key:
 Prior year Current year

Cautious Neutral Optimistic

Significant 
audit risk

Continued from previous page.

We have focused our significant risk over the obsolescence 
and useful economic lives for land and buildings valued on a 
DRC basis (specialised assets) and the rental rate & yield 
assumptions used for the EUV valuations (non-specialist 
assets).

For valuation of Council Dwellings, we have identified a 
significant risk over the application of the methods, 
assumptions and data. 
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Audit risks and our audit approach

2

The Code defines an investment property as one that is used 
solely to earn rentals or for capital appreciation or both. 
Property that is used to facilitate the delivery of services or 
production of goods as well as to earn rentals or for capital 
appreciation does not meet the definition of an investment 
property. As at 31 March 2025, the value of investment 
properties was £12.158m (31 March 2024: £12.785m) 

There is a risk that investment properties are not being held 
at fair value, as is required by the Code. At each reporting 
period, the valuation of the investment property must reflect 
market conditions. Significant judgement is required to 
assess fair value and management experts are often 
engaged to undertake the valuations.

From our risk assessment of the elements within the 
valuations estimate we have focused our audit effort in 
relation to the significant risk over the income approach 
methodology and the yield assumptions.

We have performed the following procedures designed to specifically address the significant risk 
associated with the valuation:

• We critically assessed the independence, objectivity and expertise of District Valuer Services 
(DVS), the valuer used in developing the valuations at 31 March 2025;

• We inspected the instructions issued to the valuers to verify they are appropriate to produce a 
valuation consistent with the requirements of the CIPFA Code.

• We compared the accuracy of the data provided to the valuers for the development of the 
valuation to underlying information;

• We evaluated the design and implementation of controls in place for management to review the 
valuation and the appropriateness of assumptions used;

• We challenged the appropriateness of the valuation; including any material movements from the 
previous revaluations. We challenge key assumptions within the valuation as part of our 
judgement; 

• We agreed the calculations performed of the movements and verify that these have been 
accurately accounted for in line with the requirements of the CIPFA Code; and

• We considered the adequacy of the disclosures concerning the key judgements and degree of 
estimation involved in arriving at the valuation.

Significant 
audit risk

Our 
response

Key:
 Prior year Current year

Cautious Neutral Optimistic
Valuation of investment property 
The carrying amount of revalued investment property differs materially from the fair value
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Audit risks and our audit approach (cont.)

Valuation of investment property (cont.)
The carrying amount of revalued investment property differs materially from the fair value

2

• We concluded that the assumptions used in the valuation of investment properties are balanced and 
did not identify any indications of management bias within the valuations.

• Auditing Standards requires auditors to identify a management review control (MRC) where there is 
a significant audit risk. There is a significant threshold that needs to be met in order to have a 
satisfactory MRC in place – particularly around the precision of the control. We note that although 
the Council has processes in place to help ensure that the valuation of investment properties is 
based on best estimate, supported by reasonable assumptions, these processes do not meet the 
required threshold of an MRC. We raised this as a recommendation in the prior year - management 
accepted the residual risk and no further action was taken. Therefore, we have not re-raised the 
recommendation this year.

• We did not identify any audit misstatements as a result of the remaining audit procedures performed.

Our 
findings

Key:
 Prior year Current year

Cautious Neutral Optimistic

Significant 
audit risk

The Code defines an investment property as one that is used 
solely to earn rentals or for capital appreciation or both. 
Property that is used to facilitate the delivery of services or 
production of goods as well as to earn rentals or for capital 
appreciation does not meet the definition of an investment 
property. As at 31 March 2025, the value of investment 
properties was £12.158m (31 March 2024: £12.785m) 

There is a risk that investment properties are not being held 
at fair value, as is required by the Code. At each reporting 
period, the valuation of the investment property must reflect 
market conditions. Significant judgement is required to 
assess fair value and management experts are often 
engaged to undertake the valuations.

From our risk assessment of the elements within the 
valuations estimate we have focused our significant risk over 
the income approach methodology and the yield 
assumptions.
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3

• Professional standards require us to communicate 
the fraud risk from management override of controls 
as significant. 

• Management is in a unique position to perpetrate 
fraud because of their ability to manipulate 
accounting records and prepare fraudulent financial 
statements by overriding controls that otherwise 
appear to be operating effectively.

• We have not identified any specific additional risks of 
management override relating to this audit.

Our audit methodology incorporates the risk of management override as a default significant risk. We 
performed the following:

• Assessed accounting estimates for biases by evaluating whether judgements and decisions in 
making accounting estimates, even if individually reasonable, indicate a possible bias.

• Evaluated the selection and application of accounting policies.

• In line with our methodology, we have evaluated the design and implementation of controls over 
journal entries and post closing adjustments.

• Assessed the appropriateness of changes compared to the prior year to the methods and 
underlying assumptions used to prepare accounting estimates.

• Assessed the business rationale and the appropriateness of the accounting for significant 
transactions that are outside the Council’s normal course of business or are otherwise unusual.

• We analysed all journals through the year and focus our testing on those with a higher risk, for 
example any journals posted by seldom users, on weekends or unusual combinations with revenue 
and borrowing accounts.

Significant 
audit risk

Our 
response

Key:
 Prior year Current year
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Management override of controls(a)

Fraud risk related to unpredictable way management override of controls may occur

Note: (a) Significant risk that professional standards require us to assess in all 
cases. 

Audit risks and our audit approach
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• Auditing Standards requires auditors to identify a management review control (MRC) where there is 
a significant audit risk and we identified a control deficiency in relation to journal posting. There is 
no approval process within the finance team and so any person with access to the ledger system 
(though this is limited to a subset of the finance team) can create and post journals to the ledger 
without the review of any other member within the team. This creates the opportunity for fraudulent 
expenditure to be posted to the ledger. We raised this as a recommendation in the prior year -
management accepted the residual risk and no further action was taken. Therefore, we have not re-
raised the recommendation this year.

• We identified 14 journal entries and other adjustments meeting our high-risk criteria – our 
examination identified 3 journals that were miscoded to the wrong account code but concluded 
these were isolated and had no net impact on the reported surplus.

• We have not identified any issues in relation to the Council’s accounting policies and accounting 
estimates

• We evaluated accounting estimates and did not identify any indicators of management bias – see 
page 16.

• Our procedures did not identify any significant unusual transactions.

Our 
findings

Key:
 Prior year Current year
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Note: (a) Significant risk that professional standards require us to assess in all 
cases. 

Management override of controls(cont.)(a)

Fraud risk related to unpredictable way management override of controls may occur

Significant 
audit risk

Audit risks and our audit approach (cont.)

• Professional standards require us to communicate 
the fraud risk from management override of controls 
as significant. 

• Management is in a unique position to perpetrate 
fraud because of their ability to manipulate 
accounting records and prepare fraudulent financial 
statements by overriding controls that otherwise 
appear to be operating effectively.

• We have not identified any specific additional risks of 
management override relating to this audit.
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Audit risks and our audit approach

4

• The valuation of the post retirement benefit obligations 
involves the selection of appropriate actuarial assumptions, 
most notably the discount rate applied to the scheme 
liabilities, inflation rates and mortality rates. The selection of 
these assumptions is inherently subjective and small changes 
in the assumptions and estimates used to value the Council’s 
pension liability could have a significant effect on the financial 
position.

• The effect of these matters is that, as part of our risk 
assessment, we determined that post-retirement benefits 
obligation has a high degree of estimation uncertainty. The 
financial statements disclose the assumptions used by the 
Council in completing the year end valuation of the pension 
deficit and the year on year movements.

• We have identified this in relation to the following pension 
scheme memberships: Local Government Pension Scheme

• Also, recent changes to market conditions have meant that 
more councils are finding themselves moving into surplus in 
their Local Government Pension Scheme (or surpluses have 
grown and have become material). The requirements of the 
accounting standards on recognition of these surplus are 
complicated and requires actuarial involvement.

We have performed the following procedures :

• Understood the processes the Council have in place to set the assumptions used in the valuation;

• Evaluated the competency, objectivity of the actuaries to confirm their qualifications and the basis for 
their calculations;

• Performed inquiries of the accounting actuaries to assess the methodology and key assumptions made, 
including actual figures where estimates have been used by the actuaries, such as the rate of return on 
pension fund assets;

• Agreed the data provided by the audited entity to the Scheme Administrator for use within the 
calculation of the scheme valuation;

• Evaluated the design and implementation of controls in place for the Council to determine the 
appropriateness of the assumptions used by the actuaries in valuing the liability;

• Challenged, with the support of our own actuarial specialists, the key assumptions applied, being the 
discount rate, inflation rate and mortality/life expectancy against externally derived data;

• Confirmed that the accounting treatment and entries applied by the Group are in line with IFRS and the 
CIPFA Code of Practice; 

• Considered the adequacy of the Council’s disclosures in respect of the sensitivity of the deficit or 
surplus to these assumptions; 

• Where applicable, assessed the level of surplus that should be recognised by the entity; 

Significant 
audit risk

Our 
response

Key:
 Prior year Current year

Cautious Neutral Optimistic
Valuation of post retirement benefit obligations (cont.)
An inappropriate amount is estimated and recorded for the defined benefit obligation
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Audit risks and our audit approach (cont.)

Valuation of post retirement benefit obligations (cont.)
An inappropriate amount is estimated and recorded for the defined benefit obligation

4

• We concluded that controls in place to review the valuation were ineffective. Auditing 
standards requires controls to be designed with a certain level of recurrency and precision 
which is not part of management’s process. We raised this deficiency in the prior year and 
noted that management accepted the residual risk. We have therefore not raised a formal 
recommendation for the current year, but note the deficiency remains.

• We have assessed the overall assumptions used by management as balanced relative to our 
central rates and within our reasonable range. All individual assumptions were assessed as 
balanced and within our reasonable range except for CPI inflation which is assessed as 
cautious but within our reasonable range.

• We have confirmed that the Fund’s appointed actuaries, both individual and firm, hold 
appropriate professional qualifications, being Fellows of the Institute of Actuaries, and are 
therefore qualified to perform actuarial valuations and prepare IAS19 disclosure reports.

• We evaluated the appropriateness of the accounting treatment of the surplus in accordance 
with IFRIC 14. We agree with management’s conclusion and the application of the asset 
ceiling. Combined with all of the above, we are satisfied with the net liability reported.

• We tested key input data used in the Defined Benefit Obligation (DBO) valuation, including 
benefits paid and contributions, no material variance noted.

• We have recommended the Council to update the narrative disclosure on Virgin Media case, 
where previously it was unclear whether the ruling would apply to LGPS. Following the 
publication of draft legislation, we do not now expect the ruling to give rise to any additional 
liabilities.

Our 
findings

Key:
 Prior year Current year

Cautious Neutral Optimistic

• The valuation of the post-retirement benefit obligations 
involves the selection of appropriate actuarial assumptions, 
most notably the discount rate applied to the scheme 
liabilities, inflation rates and mortality rates. The selection of 
these assumptions is inherently subjective and small changes 
in the assumptions and estimates used to value the Council’s 
pension liability could have a significant effect on the financial 
position of the Council.

• The effect of these matters is that, as part of our risk 
assessment, we determined that post-retirement benefits 
obligation has a high degree of estimation uncertainty. The 
financial statements disclose the assumptions used by the 
Council in completing the year end valuation of the pension 
deficit and the year on year movements.

• We have identified this in relation to the following pension 
scheme memberships: Local Government Pension Scheme

• Also, recent changes to market conditions have meant that 
more councils are finding themselves moving into surplus in 
their Local Government Pension Scheme (or surpluses have 
grown and have become material). The requirements of the 
accounting standards on recognition of these surplus are 
complicated and requires actuarial involvement.

Significant 
audit risk
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Audit risks and our audit approach

Adoption of IFRS 16
An inappropriate amount is estimated and recorded for lease liabilities and right of use assets

5

The Council adopted IFRS 16 as per CIPFA’s Code of 
Practice on Local Authority Accounting in the United 
Kingdom (2024/25) with an implementation date of 1 
April 2024.

We anticipate the following impact in the first year of 
implementation.

• Completeness of lease listing used in transition 
computations.

• Inadequate lease disclosures as per IFRS 16.

• Inaccurate computation of lease liabilities and right of 
use assets.

• Training needs for new/existing staff

We performed the following procedures in order to respond to the other audit risk identified:
• Obtained the full listings of leases and reconciled to the general ledger.

• Reviewed a sample of the lease agreements to determine the terms of the leases and confirmed 

correct classification.

• Reviewed the appropriateness of the discount rate used in the lease computations.

• Reviewed the transition adjustments posted by the Council.

• Reviewed the disclosures made on the financial statements against requirements of IFRS 16.

Our audit findings were as follows:
• We confirmed the lease register reconciled back to the general ledger.

• We confirmed that the lease classification per the register is accurate.

• We confirmed that the discount rate used is appropriate.

• We did not identify any audit misstatements as a result of the procedures performed.

Other audit 
risk

Our 
response

Key:
 Prior year Current year

Cautious Neutral Optimistic

Our 
findings
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Our view of management judgement
Our views on management judgments with respect to accounting estimates are based solely on the work performed in the 
context of our audit of the financial statements as a whole. We express no assurance on individual financial statement captions.

Key accounting estimates and management judgements– 
Overview

Asset/liability class
Our view of management 
judgement

Balance 
(£m)

YoY change 
(£m)

Our view of disclosure of 
judgements & estimates Further comments

Council 
Dwellings 350.9 11.4 No issues identified from our testing, the assumptions used 

by the Council’s valuer were considered balanced. The year-
on-year change is driven by overall movement of 3.54% 
across the Council’s housing portfolio. 

Other Land & 
Buildings 68.3 2.71 No issues identified from our testing, the assumptions used 

by the Council’s valuer were considered balanced. The year-
on-year change is driven by additions of £1m and general 
increase in valuations.

Investment 
Properties 12.2 -0.63 No issues identified from our testing, the assumptions used 

by the Council’s valuer were considered balanced.

LGPS  gross 
Liability

112.4 -14.4 We have assessed the overall assumptions used by 
management as balanced relative to our central rates and 
within our reasonable range (Refer KPMG assessment on 
next page). Disclosures are inline with the requirements of 
the standard. Only a few presentation recommendations 
were sent to management to update narratives.

Cautious Neutral Optimistic
Needs 
improvement Neutral

Best 
practice

Key:
 Prior year Current year

Cautious Neutral Optimistic
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Group Full audit / Audit of Balances

South Kesteven District Council (Parent) Full audit

LeisureSK Limited Our group risk assessment procedures did not identify a 
significant risk attached to the account balances related to this 
subsidiary. 

Therefore, our audit procedures focused on risk assessment 
including a review of the trial balance, testing of cash and 
agreeing the consolidation of the subsidiary into the Group 
accounts.

Group audit scope
The table below details the group components and level of audit work performed to support the group audit opinion.
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Narrative report
We have read the contents of the Narrative Report and checked compliance with the 
requirements of the Annual Report and financial statements with the Code of Practice on Local 
Authority Accounting in the United Kingdom 2024/25 (‘the Code’). Based on the work performed:

• We have not identified any inconsistencies between the contents of the Narrative Report and 
the financial statements.

• We have not identified any material inconsistencies between the knowledge acquired during 
our audit and the statements of the Council. As Governance and Audit Committee members 
you confirm that you consider that the Narrative Report and financial statements taken as a 
whole are fair, balanced and understandable and provides the information necessary for 
regulators and other stakeholders to assess the Council’s performance, model and strategy.

Annual Governance Statement
We have reviewed the Council’s 2024/25 Annual Governance Statement and confirmed that:

• It complies with Delivering Good Governance in Local Government: A Framework published 
by CIPFA/SOLACE; and

• It is not misleading and is consistent with other information we are aware of from our audit of 
the financial statements.

Whole of Government Accounts
As required by the National Audit Office (NAO) we carry out specified procedures on the Whole 
of Government Accounts (WGA) consolidation pack.

We have confirmed that, for South Kesteven District Council, the threshold at which detailed 
testing is required has not been exceeded. We have therefore completed our work on the Whole 
of Government Accounts and have no issues to report to the Governance and Audit Committee. 

We will submit an updated assurance statement on completion of the audit and following review 
the final financial statements.

We are aware that we will not be able to issue the Audit Completion certificate until the WGA has 
been signed by the National Audit Office so this will continue to be outstanding.

Independence and Objectivity
ISA 260 also requires us to make an annual declaration that we are in a position of sufficient 
independence and objectivity to act as your auditors, which we completed at planning and no 
further work or matters have arisen since then.

Audit Fees
Our scale fee for the 2024/25 audit, as set by PSAA is £165,842 plus VAT (£150,979 in 2023/24).

We have agreed scope variations with management, for IFRS 16 and ISA 600r amounting to 
£3,890 and £8,627 relating to delays and quality of evidence submitted for audit. In the prior year, 
we agreed a scope variation in relation to ISA315R (£11,790) and in relation to the delays in the 
VFM and audit work (£5,830). 

We have also completed non audit work at the Council during the year on South Kesteven 
District Council on Housing Benefit Grant and Pooling Audits and have included on page 27 
confirmation of safeguards that have been put in place to preserve our independence. 
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We are required under the Audit Code of Practice to confirm whether we 
have identified any significant weaknesses in the Council’s arrangements 
for securing economy, efficiency and effectiveness in its use of resources. 
In discharging these responsibilities we include a statement within the opinion on your accounts to 
confirm whether we have identified any significant weaknesses. We also prepare a commentary 
on your arrangements that is included within our Auditor’s Annual Report, which is required to be 
published on your website alongside your annual report and accounts.

Commentary on arrangements
We have prepared our Auditor’s Annual Report and a copy of the report is included within the 
papers for the Committee alongside this report. The report is required to be published on your 
website alongside the publication of the annual report and accounts.

Response to risks of significant weaknesses in 
arrangements to secure value for money
As noted on the right, we have identified one risk of a significant weakness in the Council’s 
arrangements to secure value for money. Within our Auditor’s Annual Report, we have set out our 
response to those risks.

We have no recommendations to report.

Summary of findings
We have set out in the table below the outcomes from our procedures against each of the 
domains of value for money:

Further detail is set out in our Auditor’s Annual Report.

Performance improvement observations
As part of our work we have identified one Performance Improvement Observation, 
which are suggestions for improvement but not responses to identified significant weaknesses – 
see page 22.

Value for Money

Domain Risk assessment Summary of arrangements

Financial sustainability No significant risks identified No significant weaknesses 
identified

Governance One significant risk identified No significant weaknesses 
identified

Improving economy, 
efficiency and effectiveness

No significant risks identified No significant weaknesses 
identified
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The performance improvement observations raised as a result of our work in respect of identified or potential significant value for money risks in the 
current year are as follows:

Value for Money: Performance improvement observations

Priority rating for observations

 Priority one: Observations linked to issues where, if 
not rectified, these issues might mean that you do not 
meet a system objective or reduce (mitigate) a risk.

 Priority two: Observations linked to issues that have 
an important effect on internal controls but do not need 
immediate action. You may still meet a system 
objective in full or in part or reduce (mitigate) a risk 
adequately, but the weakness remains in the system. 

 Priority three: Observations linked to issues that 
would, if corrected, improve the internal control in 
general but are not vital to the overall system. These 
are generally issues of best practice that we feel would 
benefit you if you introduced them.

# Risk Issue, Impact and Recommendation Management Response/Officer/Due Date

1  Accounts preparation 

In 2023/24 and 2024/25 the draft statement of accounts were not produced in accordance with the reporting deadline.

Recommendation

We recommend management review the accounts production processes and timetable for 2025/26 to ensure they 
have necessary capacity to meet the regulatory deadline and reporting timetable.

Whilst the Council recognises the potential risk in missing the 
draft accounts deadline it has meet the statutory back stop dates 
for final accounts alongside having fully audited, unqualified 
accounts. 

The 2024/25 closedown was impacted with the changeover in 
financial systems so difficult decisions were taken in balancing 
resource requirements which did impact on draft accounts 
publication.

2025/26 will be the first closedown on the new finance system 
and with new members of the finance team will bring its 
challenges. Management are putting in place additional support 
with the system implementation experts to help the team through 
this process.

Officer and due date

Assistant Director of Finance 

June 2026
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Required communications
Type Response

Our draft management 
representation letter

We have not requested any specific representations in addition to 
those areas normally covered by our standard representation letter 
for the year ended 31 March 2025.

Adjusted audit 
differences

There was 1 adjusted audit differences with no net impact on the 
surplus. See page 30.

Unadjusted audit 
differences

The aggregated surplus impact of unadjusted audit differences 
would be -£189k. In line with ISA 450 we request that you adjust for 
these items. However, they will have no effect on the opinion in the 
auditor’s report, individually or in aggregate. See page 29

Related parties There were no significant matters that arose during the audit in 
connection with the entity's related parties. 

Other matters warranting 
attention by the Governance 
and Audit Committee

There were no matters to report arising from the audit that, in our 
professional judgment, are significant to the oversight of the 
financial reporting process.

Control deficiencies We communicated to management in writing all deficiencies in 
internal control over financial reporting of a lesser magnitude than 
significant deficiencies identified during the audit. See page 31-33.

Actual or suspected fraud, 
noncompliance with laws or 
regulations or illegal acts

No actual or suspected fraud involving management, employees 
with significant roles in internal control, or where fraud results in a 
material misstatement in the financial statements identified during 
the audit.

Issue a report in the public 
interest

We are required to consider if we should issue a public interest 
report on any matters which come to our attention during the audit. 
We have not identified any such matters.

Type Response

Significant difficulties No significant difficulties were encountered during the audit.

Modifications to auditor’s 
report

None

Disagreements with 
management or scope 
limitations

The engagement team had no disagreements with management 
and no scope limitations were imposed by management during 
the audit.

Other information No material inconsistencies were identified related to other 
information in the statement of accounts.

Breaches of independence No matters to report. The engagement team have complied with 
relevant ethical requirements regarding independence.

Accounting practices Over the course of our audit, we have evaluated the 
appropriateness of the Group’s accounting policies, accounting 
estimates and financial statement disclosures. In general, we 
believe these are appropriate. 

Significant matters discussed 
or subject to correspondence 
with management

There were no significant matters identified.

Certify the audit as complete We will not be able to issue the Audit Completion certificate until 
the WGA has been signed by the National Audit Office so this will 
continue to be outstanding.
There are no other issues delaying this being issued.
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Audit fee 
Our fees for the year ending 31 March 2025 are set out in the PSAA Scale Fees communication 
and are shown below.

Management have agreed scope changes of £3,890 for ISA 600r (Group standard) and IFRS 16 
(leases standard) and overruns of £8,627 relating to delays and quality of evidence submitted for 
audit.

These will need to go to the PSAA for approval.

Billing arrangements
• Fees have been billed in accordance with the milestone completion phasing that has been 

communicated by the PSAA.

Fees

Entity 2024/25 (£’000) 2023/24 (£’000)

Scale fee as set by PSAA 166 151

Fee variation approved by PSAA - 18

Fee variation for financial statements 
audit agreed with management but 
subject to PSAA approval

13 -

TOTAL 179 169
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To the Governance and Audit Committee members
Assessment of our objectivity and independence as auditor of South Kesteven District 
Council

Professional ethical standards require us to provide to you at the planning stage of the audit a 
written disclosure of relationships (including the provision of non-audit services) that bear on 
KPMG LLP’s objectivity and independence, the threats to KPMG LLP’s independence that 
these create, any safeguards that have been put in place and why they address such threats, 
together with any other information necessary to enable KPMG LLP’s objectivity and 
independence to be assessed. 

This letter is intended to comply with this requirement and facilitate a subsequent discussion with 
you on audit independence and addresses:

• General procedures to safeguard independence and objectivity;

• Independence and objectivity considerations relating to the provision of non-audit services; 
and

• Independence and objectivity considerations relating to other matters.

General procedures to safeguard independence and objectivity

KPMG LLP is committed to being and being seen to be independent. As part of our ethics and 
independence policies, all KPMG LLP partners/directors and staff annually confirm their 
compliance with our ethics and independence policies and procedures including in particular that 
they have no prohibited shareholdings. Our ethics and independence policies and procedures are 
fully consistent with the requirements of the FRC Ethical Standard. As a result we have underlying 
safeguards in place to maintain independence through:

• Instilling professional values.

• Communications.

• Internal accountability.

• Risk management.

• Independent reviews.

We are satisfied that our general procedures support our independence and objectivity

Independence and objectivity considerations relating to the provision of non-audit services 

Summary of non-audit services

Facts and matters related to the provision of non-audit services and the safeguards put in place 
that bear upon our independence and objectivity, are set out on the table overleaf.

Confirmation of Independence

We confirm that, in our professional judgement, KPMG LLP is independent within the meaning of regulatory and professional requirements and that the 
objectivity of the Director and audit staff is not impaired. 
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Confirmation of Independence (cont.)

Disclosure
Description of scope 
of services

Principal threats to 
Independence Safeguards Applied

Basis of 
fee

Value of Services 
Delivered in the year 
ended 31 March 2025 
£000

Value of Services 
Committed but not yet 
delivered
£000

1 Housing Benefit Grant 
Certification

Management

Self review

Self interest

• Separate teams

• Standard language on non-assumption of management 
responsibilities is included in our engagement letter.

• The engagement contract makes clear that we will not 
perform any management functions.

• The work is performed after the audit is completed and 
the work is not relied on within the audit file.

• Our work does not involve judgement and are 
statements of fact based on agreed upon procedures.

Fixed 27.9 -

2 Pooling of Local 
Authority Housing 
Receipts audit

Management

Self review

Self interest

• Separate teams

• Standard language on non-assumption of management 
responsibilities is included in our engagement letter.

• The engagement contract makes clear that we will not 
perform any management functions.

• The work is performed after the audit is completed and 
the work is not relied on within the audit file.

• Our work does not involve judgement and are 
statements of fact based on agreed upon procedures.

Fixed 6 7.2

39



DRAFT

28Document Classification: KPMG Confidential© 2026 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent member firms 
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Summary of fees
We have considered the fees charged by us to the Group and its affiliates for professional services 
provided by us during the reporting period. 

Fee ratio
The ratio of non-audit fees to audit fees for the year is anticipated to be 0.2: 1. We do not consider 
that the total non-audit fees create a self-interest threat since the absolute level of fees is not 
significant to our firm as a whole.

Application of the FRC Ethical Standard 2019

Your previous auditors will have communicated to you the effect of the application of the FRC 
Ethical Standard 2019. That standard became effective for the first period commencing on or after 
15 March 2020, except for the restrictions on non-audit and additional services that became 
effective immediately at that date, subject to grandfathering provisions.

AGN 01 states that when the auditor provides non-audit services, the total fees for such services to 
the audited entity and its controlled entities in any one year should not exceed 70% of the total fee for 
all audit work carried out in respect of the audited entity and its controlled entities for that year.

We confirm that as at 15 March 2020 we were not providing any non-audit or additional services 
that required to be grandfathered.

Independence and objectivity considerations relating 
to other matters 
There are no other matters that, in our professional judgment, bear on our independence which 
need to be disclosed to the Audit and Risk Committee.

Confirmation of audit independence
We confirm that as of the date of this letter, in our professional judgment, KPMG LLP is 
independent within the meaning of regulatory and professional requirements and the objectivity of 
the partner and audit staff is not impaired. 

This report is intended solely for the information of the Audit and Risk Committee of the Group and 
should not be used for any other purposes.

We would be very happy to discuss the matters identified above (or any other matters relating to 
our objectivity and independence) should you wish to do so.

Yours faithfully

KPMG LLP

Confirmation of Independence (cont.)

2024/25 

£’000

Total audit fee (including fee variations) 179

Other Assurance Services 34

Total Fees 213
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Under UK auditing standards (ISA (UK) 260) we are required to provide the Governance & Audit Committee with a summary of uncorrected audit differences (including disclosure misstatements) 
identified during the course of our audit, other than those which are ‘clearly trivial’, which are not reflected in the financial statements. In line with ISA (UK) 450 we request that you correct uncorrected 
misstatements. However, they will have no effect on the opinion in our auditor’s report, individually or in aggregate. As communicated previously with the Governance & Audit Committee, details of all 
adjustments greater than £90K are shown below:

Uncorrected audit misstatements
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Uncorrected audit misstatements (£’000s)

No. Detail CIES Dr/(cr) Balance Sheet Dr/(cr) Comments 

1 Dr Other service expenses

Cr Creditors

189

-

-

189

We have identified 1 item of expenditure recorded in April 2025 which relate to 2024/25 and were 
incorrectly not accrued for.

2 Dr Cash

Cr Debtors

-

-

144

144

Debtors balances not cleared to reflect cash in transit as at 31 March 2025.

Total 189 189
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Under UK auditing standards (ISA (UK) 260) we are required to provide the Governance & Audit Committee with a summary of corrected audit differences (including disclosures) identified during the 
course of our audit. The adjustments below have been included in the financial statements.

Disclosure adjustments: 

• Pension Audit Adjustments - Small number of presentational disclosure changes relating to defined benefit pension scheme disclosures

• Officers’ Remuneration – Various presentational adjustments including the Head of HR to be added into the senior officer note following the permanent appointment of the role. Other adjustments 
were required to main table and the banding table.

• Leases – Council as a Lessor – Operating leases – Note was omitted from the first draft of accounts 

• Narrative Report - Various presentational adjustments

Corrected audit misstatements
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Corrected audit misstatements (£’000s)

No. Detail SOCI Dr/(cr) SOFP Dr/(cr) Comments 

1 Dr Long-term Capital Grants 
Receipts in Advance

Cr Short-term Capital Grants 
Receipts in Advance

-

-

1,754

(1,754)

Classification error between long- and short-term liabilities, £1.754m moved from long-term 
liabilities to short term, no net impact.

Total £0 £042
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The recommendations raised as a result of our work in the current year are as follows:

Control Deficiencies
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Priority rating for recommendations

 Priority one: issues that are fundamental and material to 
your system of internal control. We believe that these 
issues might mean that you do not meet a system 
objective or reduce (mitigate) a risk. 

 Priority two: issues that have an important effect on 
internal controls but do not need immediate action. You 
may still meet a system objective in full or in part or 
reduce (mitigate) a risk adequately but the weakness 
remains in the system. 

 Priority three: issues that would, if corrected, improve the 
internal control in general but are not vital to the overall 
system. These are generally issues of best practice that 
we feel would benefit you if you introduced them.

# Risk Issue, Impact and Recommendation Management Response/Officer/Due Date

1  Incorrect floor area measurements on DRC Assets

During 2024/25, management identified a number of assets that had incorrect floor plans 
due to voids above swimming pools being counted as operational floor area, for example. 
Management performed a wider assessment of their property portfolio to ensure no similar 
issues which could rise to material misstatement of the valuation.

There is a risk that the incorrect floor area measurements lead to incorrect valuation of PPE.

Recommendation

We note that management have performed an analysis to identify any assets as mentioned 
above and have implemented a rolling review programme of floor areas of all assets. We 
recommend management continue review floor areas in line with assets to ensure 
measurements are accurate.

Council Officers identified the issue regarding floor plans and pro-actively commissioned 
work to undertake the required assessments to ensure accurate plans were in place. A 
rolling programme is in place for all assets.

Officer and due date

Head of Property Services & ICT / Senior Financial Accountant

March 2026
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Control Deficiencies
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# Risk Issue, Impact and Recommendation Management Response/Officer/Due Date

2  Approval process of sale of employee annual leave entitlement

We identified transactions which related to the sale of senior officer annual leave 
entitlement. At the time of our audit work, there was no formal policy in place which outlined 
the required approval process in place for this type of request. 

There is a risk of not having appropriate governance and oversight in relation to 
remuneration / leave requests relating to senior postholders. 

Recommendation

We recommend management review their pay policy to ensure processes to be followed are 
clear in the scenario of an employee selling their annual leave entitlement in exceptional 
circumstances.

The Pay Policy Statement for 2026/27 includes a specific reference regarding the 
process for employees selling their annual leave entitlement in exceptional 
circumstances.

This updated policy was approved by Council at their meeting on 29th January 2026.

Officer and due date

Senior HR Officer

Completed

3  Quality of evidence and project management

We encountered various delays during the audit due to insufficient evidence being provided 
for sample selected for testing, as well as delays due to Council staffing constraints. 

This led to audit delays and inefficiencies as additional time was required to obtain sufficient 
appropriate evidence. 

Recommendation

We have proposed to hold a de-brief session with key members of the finance team to 
improve understanding of what the external audit involves, and the criteria to apply when 
providing audit evidence to support account balances. 

The finance team have worked closely with audit colleagues to work through evidence 
requirements in a timely manner as much as possible to ensure the statutory backstop 
date is achieved. 

During the audit work there have been some delays regarding certain audit requests 
involving key members of staff across the organisation as a whole, which we are aware 
of and will be working closely with those teams to avoid this in the future. 

The council is committed to continuous improvement and working with KPMG so would 
welcome the opportunity to hold a lessons learnt debrief as we move into the 2025/26 
closedown process. 

Officer and due date

Assistant Director of Finance 

March 2026
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We have also followed up the recommendations from the previous years audit, in summary:

Control Deficiencies (cont.)
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Total number of recommendations Number of recommendations implemented Number outstanding (repeated below):

4 3 1

# Risk Issue, Impact and Recommendation Management Response/Officer/Due Date Current Status (February 2026)

1  Review of bank reconciliations

We have performed a walkthrough of the bank reconciliation 
process and have identified that the monthly reconciliation is 
performed by the Senior Systems Accountant within the 
exchequer team. Given his seniority within the team, there is 
no appropriate personnel within the team to review the 
reconciliation he has performed. 

The reconciliation was therefore reviewed by the deputy 
director of Finance when necessary and therefore the review is 
not performed each month.

We recommend that reconciliations are reviewed each month 
by an appropriately senior reviewer

Management accept this recommendation and will ensure 
all monthly bank reconciliations with be reviewed and 
approved by a senior officer.

Officer: s151 Officer

Due Date: March 2025

The recommendation was not implemented by 31 March 
2025, but following the move to Unit 4 the Council have 
put in place a sign off process for bank reconcliliations 
since August 2025.

We will review this as part of the 2025/26 audit.
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FRC’s 
areas of 
focus
The FRC released their Annual 
Review of Corporate Reporting 
2024/25 (the ‘Review’) in 
September 2025 which also 
incorporated the outcomes of 
two limited scope thematics (the 
‘thematics’). 

The Review and thematics 
identify where the FRC believes 
companies can improve their 
reporting.  These slides give a 
high-level summary of the key 
topics covered. We encourage 
management and those charged 
with governance to read further 
on those areas which are 
significant to their entity.

Overview 

The Review identifies that the quality of reporting across FTSE 350 
companies has been maintained however, there remains a quality gap 
between FTSE 350 and other companies.. The FRC continue to focus 
on proportionality and materiality in their work and fewer substantive 
queries and restatements have been identified in the current year.

For the 2025/26 reporting season, the reporting areas the FRC believe 
companies should focus on remain consistent with recent years, given 
stable reporting requirements and recurring themes.

The FRC’s top three focus areas remain consistent with the previous 
period including ‘Impairment of assets’, ‘Cash Flow Statements’ and 
‘Financial Instruments’. The FRC also note that the lack of internal 
consistency within the annual report and accounts continues to be a key 
driver of queries.

Pre-issuance checks and restatements

The FRC expects companies to have in place a sufficiently robust self-
review process to identify common technical compliance issues. Fewer 
queries would also be raised if there were clear, company-specific 
accounting policies for these key accounting matters.

The reviewer should take a step back and consider whether the annual 
report tells a consistent and coherent story throughout the narrative 
reporting and financial statements. 
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Key expectations for 2025/26 annual reports

Risks and uncertainties

Geopolitical and economic risks remain high and, in this context, the 
FRC continue to push for clear and consistent disclosures about 
judgements, risks and uncertainties. Disclosures should be sufficient 
to allow users to understand the position taken in the financial 
statements, and how this position has been impacted by the wider 
risks and uncertainties discussed elsewhere in the annual report. 

Narrative reporting

The FRC reminds preparers to consider the overarching requirements 
of the UK financial reporting framework in determining the information 
to be presented, particularly in relation to narrative reporting. 
Companies should focus on the requirement for a true and fair view, 
along with a fair, balanced, and comprehensive review of the 
company’s development, position, performance, and future prospects. 

The FRC does not expect companies to provide information that is not 
relevant and material to users, however, they should ensure that they 
carefully comply with all applicable requirements, including climate-
related reporting requirements.

Companies should also consider including disclosures beyond the 
specific requirements of the accounting standards where this is 
necessary to enable users to understand the impact of particular 
transactions or other events and conditions on the entities financial 
position, performance and cash flows. 
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FRC’s areas of focus (cont.)

Impairment remains a key topic for 
the FRC. There have been no 
restatements in the current year, but 
many disclosures have been 
identified as requiring improvement. 

Disclosures should provide 
adequate information about key 
inputs and assumptions, and these 
should be consistent with events, 
operations and risks 
noted elsewhere in the annual 
report and accounts (the ‘ARA’). 
These should be supported by a 
reasonably possible sensitivity 
analysis as required.

Forecasts should reflect the asset in 
its current condition when using a 
value in use approach and forecasts 
should not extend beyond five years 
without explanation. 

Preparers should also ensure that 
goodwill is allocated to a monitored 
CGU or group of CGUs that is no 
larger than an operating segment.

Impairment of assets

Cash flow statements remain the 
most common cause of prior year 
restatements.

Companies must carefully consider 
the classification of cash flows and 
whether cash and cash equivalents 
meet the definitions and criteria in 
the standard. The FRC encourage a 
clear disclosure of the rationale for 
the treatment of cash flows for key 
transactions.

Cash flow netting is a frequent 
cause of restatements, and this was 
highlighted in the previous 
‘Offsetting in the financial 
statements’ thematic. Further, 
materially dissimilar classes of cash 
flows (e.g. purchases of tangible vs. 
intangible assets) should be 
presented separately.

Preparers should ensure the 
descriptions and amounts of cash 
flows are consistent with those 
reported elsewhere and that non-
cash transactions are excluded but 
reported elsewhere if material.

Cash flow 
statements

The number of queries on this topic 
remains high, with inappropriate 
application of offsetting 
requirements resulting in all 
identified restatements.

Companies are reminded that cash 
and overdraft balances should only 
be offset when they meet the 
qualifying criteria, including the 
intention to settle net or realise 
assets and liabilities simultaneously.

Companies should ensure sufficient 
explanation is provided of material 
financial instruments, including 
company-specific accounting 
policies. 

Disclosures on risks should show 
the nature and extent of material 
risks, including credit risk, arising 
from financial instruments and the 
related risk management. 

Expected credit loss provisions 
should explain the significant 
assumptions applied, including 
concentrations of risk where 
material. 

Financial 
instruments
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Companies should provide clear, 
company-specific material accounting 
policy information so users can 
understand unusual or complex 
transactions. Information on these 
transactions should be consistent with 
information elsewhere in the ARA.
Common restatement areas such as the 
classification of receivables as current or 
non-current, or the presentation of 
material financial asset impairment 
losses on the face of the income 
statement, should be identified by a 
thorough self-review. 

Presentation

Questions raised in this area focussed 
on the clarity of the accounting policy 
and significant judgement disclosures. 
For each material revenue stream, the 
accounting policy should cover the timing 
of revenue recognition, the basis for 
recognising revenue over time and the 
methodology. If the application of the 
accounting standards required significant 
judgement, this should also be disclosed.

Revenue

Strategic report and 
Companies Act

The Strategic report must provide an 
unbiased discussion of all aspects of a 
company’s development, position, 
performance and future prospects. In the 
case of a quoted company there should 
also be a clear description of it’s strategy 
and business model.
Companies should ensure they comply 
with all the statutory requirements for 
making distributions.

Judgements and 
estimates

Disclosures over judgements and 
estimates are particularly important 
during periods of economic and 
geopolitical uncertainty. Disclosures 
should include sufficient, appropriate 
detail and be written in simple language. 
Sensitivities or ranges of possible 
outcomes should be provided to allow 
users to understand these judgement 
and estimates.

Areas of estimation uncertainty with a 
significant risk of a material adjustment 
within one year should be distinguished 
from other estimates.

47

https://media.frc.org.uk/documents/Thematic_Review_on_Offsetting_in_the_financial_statements_W8voeL6.pdf
https://media.frc.org.uk/documents/Thematic_Review_on_Offsetting_in_the_financial_statements_W8voeL6.pdf


DRAFT

36Document Classification: KPMG Confidential© 2026 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent member firms 
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

FRC’s areas of focus (cont.)
Income taxes

Evidence supporting the recognition of deferred tax assets 
should be disclosed in sufficient detail and be consistent 
with information reported elsewhere in the ARA.
Where applicable, the effect of Pillar Two income taxes 
should be disclosed.

Consolidated financial statements
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Disclosures of the factors affecting control judgements 
should be consistent with other disclosures in the ARA. 
The disclosure must meet the requirements of IFRS 10. 

Thematic reviews

The FRC has issued five thematic reviews this year. ‘Climate-related Financial Disclosures by AIM and Large Private Companies’ was issued 
in January 2025 and is considered further on slide [X]. The key findings of the other thematics are outlined below. The FRC expect to issue a 
further thematic on ‘Reporting by the UK’s smaller listed companies’ before the end of 2025.

Supplier finance arrangement disclosures 

The key recommendations from this limited-scope review are: 

• Provide high quality disclosures on the use of supply-chain 
financing (SCF) proportionate to the risks faced. 

• Explain how SCF impacts liabilities and cash flows disclosing 
any judgements if relevant. 

• Describe how SCF impacts liquidity risk and how liquidity risk 
is managed.

Review of disclosures of a pension accounting surplus

Pension surplus disclosures may be of heightened interest if 
proposed changes to employer’s access to surpluses go ahead. 

This review identified divergent practice in whether to recognise 
an asset when pension scheme trustees have the right to 
enhance benefits or wind up the scheme without the company’s 
consent. Companies should: 

• Clearly describe the basis on which the surplus is recognised 
(or restricted) including the impact of any trustees power. 

• Consider whether disclosures around the technical funding 
position would be helpful to users’ understanding of the 
amounts recognised in the financial statements and future 
contributions. 

• Describe the nature and scale of bulk annuity policies or 
insurance transactions and the accounting treatment applied.

Compliance with Taskforce for Climate-related Financial 
Disclosures (TCFD) has improved. The FRC reviewed 
compliance with Companies Act 2006 Climate-related 
Financial Disclosures (UK-CFD) for the first time this 
period. As a result, companies are reminded that UK-CFD 
disclosures are mandatory and cannot be ‘explained’ or 
included in another document.

Disclosures should focus only on material climate-related 
information and should be concise and company specific. 
The impact of material climate factors should also be 
addressed within the financial statements.

Climate 

Share-based payments
This thematic focussed on listed companies with significant share-based 
payment (SBP) arrangements. Companies are encouraged to:
• Clearly explain the valuation technique used and assumptions made, in 

determining the fair value of instruments granted.
• Disclose the accounting policy and judgements regarding the choice of 

settlement, including the implications of any cash-settlement.
• Provide material disclosures which are clear and concise, cross-

referencing and aggregating to avoid duplication.
• Assess if excess tax deductions have been recognised directly in equity.
• Consider the effect of group arrangements on individual companies and 

distributable reserves.

Investment trusts, venture capital trusts and similar closed-ended 
entities
The accounting for these entities is typically straightforward, however this 
thematic asks these entities to:
• Explain valuation techniques and provide sufficient meaningful 

disclosures on unobservable inputs to level 3 measurements e.g. 
weighted averages when the range of inputs is wide.

• Disclose sensitivities for level 3 measurements, when required.
• Ensure that APMs are appropriately used, reconciled to the nearest 

GAAP measure or otherwise explained.
• Clearly explain the basis for significant judgements on whether the 

IFRS 10 investment entity definition is met.
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Audit quality is at the core of everything we do at KPMG and we believe that it is not just about reaching the right opinion, but how we reach that opinion. 
To ensure that every director and employee concentrates on the fundamental skills and behaviours required to deliver an appropriate and independent opinion, we have developed our global Audit 
Quality Framework. 

Responsibility for quality starts at the top through our governance structures as the UK Board is supported by the Audit Oversight (and Risk) Committee, and accountability is reinforced through the 
complete chain of command in all our teams. 

KPMG’s Audit quality framework 

Commitment to continuous improvement 
• Comprehensive effective monitoring processes
• Significant investment in technology to achieve consistency and enhance audits
• Obtain feedback from key stakeholders
• Evaluate and appropriately respond to feedback and findings

Performance of effective & efficient audits
• Professional judgement and scepticism 
• Direction, supervision and review
• Ongoing mentoring and on the job coaching, including 

the second line of defence model
• Critical assessment of audit evidence
• Appropriately supported and documented conclusions
• Insightful, open and honest two way communications

Commitment to technical excellence & quality 
service delivery
• Technical training and support
• Accreditation and licensing 
• Access to specialist networks
• Consultation processes
• Business understanding and industry knowledge
• Capacity to deliver valued insights

Association with the right entities
• Select clients within risk tolerance
• Manage audit responses to risk
• Robust client and engagement acceptance and 

continuance processes
• Client portfolio management

Clear standards & robust audit tools
• KPMG Audit and Risk Management Manuals
• Audit technology tools, templates and guidance
• KPMG Clara incorporating monitoring capabilities 

at engagement level
• Independence policies

Recruitment, development & assignment 
of appropriately qualified personnel
• Recruitment, promotion, retention
• Development of core competencies, skills and 

personal qualities
• Recognition and reward for quality work
• Capacity and resource management 
• Assignment of team members employed KPMG 

specialists and specific team members 

Association with 
the right entities

Commitment 
to technical 

excellence & quality 
service delivery

Audit 
quality 

framework
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Our audit report is made solely to the members of South Kesteven District Council (‘the Council’), as a body, in 
accordance with Part 5 of the Local Audit and Accountability Act 2014. Our audit work has been undertaken so 
that we might state to the members of the Council, as a body, those matters we are required to state to them in an 
auditor’s report and for no other purpose.

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

External auditors do not act as a substitute for the Council’s own responsibility for putting in place proper 
arrangements to ensure that public business is conducted in accordance with the law and proper standards, and 
that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.

Contents

Key Contacts

Salma Younis
Director
salma.younis@KPMG.co.uk

Robert Fenton 
Senior Manager
robert.fenton@kpmg.co.uk

Ellie Andrews
Assistant Manager
ellie.andrews1@kpmg.co.uk

Page

01 Executive Summary 4

02 Audit of the Financial Statements 7

03 Value for Money 11

a) Financial Sustainability

b) Governance 

c) Improving economy, efficiency and effectiveness 

13

15

18

52



01

Executive 
Summary

53



4Document Classification: KPMG Public

DRAFT

© 2026 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent member firms 
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Purpose of the Auditor’s Annual Report
This Auditor’s Annual Report provides a summary of the findings and key issues arising from our 2024-
25 audit of South Kesteven District Council (the ‘Council’). This report has been prepared in line with 
the requirements set out in the Code of Audit Practice published by the National Audit Office (the ‘Code 
of Audit Practice’) and is required to be published by the Council alongside the annual report and 
accounts. 

Our responsibilities 

The statutory responsibilities and powers of appointed auditors are set out in the Local Audit and 
Accountability Act 2014 (the Act). Our responsibilities under the Act, the Code of Audit Practice and 
International Standards on Auditing (UK) (‘ISAs (UK)’) include the following:

Financial Statements - To provide an opinion as to whether the financial statements give a 
true and fair view of the financial position of the Council and of its income and expenditure 
during the year and have been properly prepared in accordance with the CIPFA/LASAAC 
Code of Practice on Local Authority Accounting 2024/25 (‘the CIPFA Code’).

Other information (such as the narrative statement - To consider, whether based on our 
audit work, the other information in the Statement of Accounts is materially misstated or 
inconsistent with the financial statements or our audit knowledge of the Council.

Value for money - To report if we have identified any significant weaknesses in the 
arrangements that have been made by the Council to secure economy, efficiency and 
effectiveness in its use of resources. We are also required to provide a summary of our 
findings in the commentary in this report. 

Other powers - We may exercise other powers we have under the Act. These include 
issuing a Public Interest Report, issuing statutory recommendations, issuing an Advisory 
Notice, applying for a judicial review, or applying to the courts to have an item of expenditure 
declared unlawful.

In addition to the above, we respond to any valid objections received from electors.

Findings
We have set out below a summary of the conclusions that we provided in respect of our 
responsibilities.

Executive Summary
South Kesteven District Council

Financial 
statements and 
other information

We issued an unmodified opinion on the Council’s financial statements 
on [Date]. This means that we believe the financial statements give a 
true and fair view of the financial performance and position of the 
Council.

Other information We did not identify any material inconsistencies between the content of 
the other information, the financial statements and our knowledge of 
the Council

Value for money We identified no significant weaknesses in respect of the arrangements 
the Council has put in place to secure economy, efficiency, and 
effectiveness in the use of its resources. Further details are set out on 
page 11.

Whole of 
Government 
Accounts

We are required to perform procedures and report to the National Audit 
Office in respect of the Council’s consolidation return to HM Treasury in 
order to prepare the Whole of Government Accounts.

As the National Audit Office has not yet informed us that we are not 
required to perform any further procedures, we are unable to confirm 
that we have concluded our work in this area.

Other powers See overleaf. 
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There are several actions we can take as part of our wider powers under the Act:

In addition to these powers, we can make performance improvement observations to make helpful suggestions to the Council. Where we raise observations we report these to management and the 
Governance & Audit Committee. The Council is not required to take any action to these, however it is good practice to do so and we included any responses that the Council has given us in the Audit 
Plan presented at the June 2025 Governance and Audit Committee.

Executive Summary
South Kesteven District Council

Public interest reports
We may issue a Public Interest Report if we believe there are 
matters that should be brought to the attention of the public.

If we issue a Public Interest Report, the Council is required to 
consider it and to bring it to the attention of the public.

We have not issued a Public Interest Report this year.

Advisory notice
We may issue an advisory notice if we believe that the Council 
has, or is about to, incur an unlawful item of expenditure or 
has, or is about to, take a course of action which may result in 
a significant loss or deficiency.

If we issue an advisory notice, the Council is required to stop 
the course of action for 21 days, consider the notice at a 
general meeting, and then notify us of the action it intends to 
take and why.

We have not issued an advisory notice this year.

Judicial review/Declaration by the courts
We may apply to the courts for a judicial review in relation to 
an action the Council is taking. We may also apply to the 
courts for a declaration that an item of expenditure the Council 
has incurred is unlawful.

We have not applied to the courts.

Recommendations
We can make recommendations to the Council. These fall into 
two categories:

1. We can make a statutory recommendation under 
Schedule 7 of the Act. If we do this, the Council must 
consider the matter at a general meeting and notify us of 
the action it intends to take (if any). We also send a copy 
of this recommendation to the relevant Secretary of State.

2. We can also make other recommendations. If we do this, 
the Council does not need to take any action, however, 
should the Council provide us with a response, we will 
include it within this report.

We have not raised any other recommendations.
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KPMG provides an independent opinion on whether the Council’s financial statements: 
• Give a true and fair view of the financial position of the Council as at 31 March 2025 and of its income and expenditure for the year then ended; and

• Have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2024/25. 

We conduct our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. We also fulfil our ethical responsibilities under, and ensure we are independent of the 
Council in accordance with, UK ethical requirements including the FRC Ethical Standard. We are required to ensure that the audit evidence we have obtained is a sufficient and appropriate basis for our 
opinion.

Our audit opinion on the financial statements
We have issued an unqualified opinion on the Council financial statements on [Date].

The full audit report is included in the Council’s Annual Report and Accounts for 2024/25 which can be obtained from the Council’s website.

Further information on our audit of the financial statements is set out overleaf.

Audit of the financial statements
South Kesteven District Council
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The table below summarises the key financial statement audit risks that we identified as part of our risk assessment and how we responded to these 
through our audit.

Audit of the financial statements: Council

Valuation of land and buildings
The carrying amount of revalued land and buildings differs materially from the fair value

Our procedures

We critically assessed the independence, objectivity and expertise of the internal valuers;

We inspected the instructions issued to the valuers for the valuation of land and buildings to 
verify they are appropriate to produce a valuation consistent with the requirements of the CIPFA 
Code.

We compared the accuracy of the data provided to the valuers for the development of the 
valuation to underlying information;

We evaluated the design and implementation of controls in place for management to review the 
valuation and the appropriateness of assumptions used;

We challenged the appropriateness of the valuation of land and buildings; including any material 
movements from the previous revaluations and challenge of key assumptions; 

We discussed with our own valuation specialists to review the valuation report prepared by the 
Council’s valuers to confirm the appropriateness of the methodology utilised; and

Disclosures: We considered the adequacy of the disclosures concerning the key judgements and 
degree of estimation involved in arriving at the valuation

Our findings

We completed the procedures as described and we did not identify any material misstatements 
relating to this area.

Valuation of investment properties
The carrying amount of revalued investment property differs materially from the fair value

Our procedures

We critically assessed the independence, objectivity and expertise of the internal valuers;

We inspected the instructions issued to the valuers for the valuation of land and buildings to 
verify they are appropriate to produce a valuation consistent with the requirements of the 
CIPFA Code.

We compared the accuracy of the data provided to the valuers for the development of the 
valuation to underlying information;

We evaluated the design and implementation of controls in place for management to review 
the valuation and the appropriateness of assumptions used;

We challenged the appropriateness of the valuation of land and buildings; including any 
material movements from the previous revaluations and challenge of key assumptions; 

We discussed with our own valuation specialists to review the valuation report prepared by 
the Council’s valuers to confirm the appropriateness of the methodology utilised; and

Disclosures: We considered the adequacy of the disclosures concerning the key judgements 
and degree of estimation involved in arriving at the valuation

Our findings

We completed the procedures as described and we did not identify any material 
misstatements relating to this area.

South Kesteven District Council
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Audit of the financial statements: Council

Management override of controls
Fraud risk related to unpredictable way management override of controls may occur

Our procedures

We assessed accounting estimates for biases by evaluating whether judgements and decisions 
in making accounting estimates, even if individually reasonable, indicate a possible bias.

We evaluated the selection and application of accounting policies.

In line with our methodology, we evaluated the design and implementation of controls over 
journal entries and post closing adjustments.

We assessed the appropriateness of changes compared to the prior year to the methods and 
underlying assumptions used to prepare accounting estimates.

We assessed the business rationale and the appropriateness of the accounting for significant 
transactions that are outside the Council’s normal course of business or are otherwise unusual.

We analysed all journals through the year using data and analytics and focus our testing on 
those with a higher risk, such as unusual combinations with revenue and cash accounts. 

Our findings

We completed the procedures as described and we did not identify any material misstatements 
relating to this area.

South Kesteven District Council

Valuation of post-retirement benefit obligations
An inappropriate amount is estimated and recorded for the defined benefit obligation

Our procedures

We obtained an understanding of the pensions process for setting and approving the 
assumptions used in the DBO valuation;

We assessed Management’s controls that ensure the appropriateness of actuarial 
assumptions for the preparation of the DBO accounting estimate;

We evaluated the competency, objectivity of the Fund actuaries and confirmed their 
qualifications and the basis for their calculations;

We performed inquiries of the Fund actuaries to assess the methodology and key 
assumptions used;

We challenged, with the support of KPMG pensions actuarial specialists, the key 
assumptions applied, the discount rate, inflation rate and mortality/life expectancy against 
externally derived data;

We vouched data provided by the audited entity to the Fund Administrator for use within the 
DBO accounting estimate calculation; and

We confirmed that the pensions disclosures adopted by the Council are in line with IAS19 
and the SORP.

Our findings

We completed the procedures as described and we did not identify any material 
misstatements relating to this area
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Introduction
We are required to be satisfied that the Council has made proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources or ‘value for money’. We consider 
whether there are sufficient arrangements in place for the Council for the following criteria, as 
defined by the Code of Audit Practice: 

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

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

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

We do not act as a substitute for the Council’s own responsibility for putting in place proper 
arrangements to ensure that public business is conducted in accordance with the law and proper 
standards, and that public money is safeguarded and properly accounted for, and used 
economically, efficiently and effectively. We are also not required to consider whether all aspects 
of the Council’s arrangements are operating effectively, or whether the Council has achieved 
value for money during the year.

Approach
We undertake risk assessment procedures in order to assess whether there are any risks that 
value for money is not being achieved. This is prepared by considering the findings from other 
regulators and auditors, records from the organisation and performing procedures to assess the 
design of key systems at the organisation that give assurance over value for money.

Where a significant risk is identified we perform further procedures in order to consider whether 
there are significant weaknesses in the processes in place to achieve value for money. 

We are required to report a summary of the work undertaken and the conclusions reached against 
each of the aforementioned reporting criteria in this Auditor’s Annual Report. We do this as part of 
our commentary on VFM arrangements over the following pages.

We also make recommendations where we identify weaknesses in arrangements or other matters 
that require attention from the Council.

Summary of findings
Our work in relation to value for money is complete. However, we may make some minor changes 
to the commentary prior to issuing the final version of this report.

Value for Money
South Kesteven District Council

Financial 
sustainability

Governance Improving 
economy, 
efficiency and 
effectiveness

Commentary page 
reference

13 15 18

Identified risks of 
significant 
weakness?

 No  Yes  No

Actual significant 
weakness 
identified?

 No  No  No

2023-24 Findings No significant 
weakness identified

No significant 
weakness identified

No significant 
weakness identified

Direction of travel   
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National context
We use issues affecting Councils nationally to set the scene for our work. We assess if the issues below apply to this Council.

Local Government Reorganisation

The Government has announced proposals to restructure local government throughout England. County and District councils 
(and, in some cases, existing Unitary authorities) will be abolished and replaced with new, larger Unitary authorities, which 
will (in many cases) work together with peers in a regional or sub-regional Combined Authority. Authorities which are 
unaffected by these proposals may still see changes in local police and fire authorities and in the Councils they already work 
in collaboration with.

Restructuring has, in some cases, resulted in differing views on how services should be provided in their regions – with little 
consensus on how previously separate organisations will be knitted together. Councils will need to ensure that investment 
decisions are in the long-term interest of their regions, and that appropriate governance is in place to support decision 
making.

Financial performance

Over recent years, Councils have been expected to do more with less. Central government grants have been reduced, and 
the nature of central government support has become more uncertain in timing and amount. This has caused Councils to cut 
services and change the way that services are delivered in order to remain financially viable.

Whilst the Government has indicated an intention to restore multi-year funding settlements, giving Councils greater certainty 
and ability to make longer-term investment decisions, the Government has also proposed linking grant funding to deprivation. 
For some authorities this presents a significant funding opportunity, whereas for others this reinforces existing financial 
sustainability concerns and creates new financial planning uncertainties.

Housing

Landlords, including Councils, are required to take action to ensure homes are compliant with fire safety legislation and new 
regulations to improve building safety. These regulations have increased the costs faced by landlords, caused loss of income 
where properties were void for repairs, and increased the risk of regulatory action should improvements not be made. The 
Regulator of Social Housing has also raised frequent concerns regarding the ability of Councils to comply with their consumer 
standards, in particular around treating tenants fairly and ensuring homes are safe. This has increased the cost of 
compliance, whilst housing budgets remain under significant financial strain. At the same time, Councils are also experiencing 
significant financial pressure in temporary accommodation budgets, due to high demands on services and difficulty in 
obtaining suitable accommodation.

Local context
South Kesteven District Council employs more than 500 staff and 
manages a combined revenue and capital budget exceeding £100m. 
The Council delivers services across four main areas: Corporate, 
Governance and Public Protection; Finance, Property and Waste; 
Growth and Culture; and Housing and Projects.

The Council met its 2024/25 financial plan without drawing on the 
Budget Stabilisation reserve, supported by higher investment income 
and lower-than-expected fuel and utility costs. The Council maintains a 
healthy level of general fund reserves, helping to safeguard its financial 
position throughout the year.

Looking ahead to 2025/26, the Council expects cost and demand 
pressures to continue. Nevertheless, it aims to achieve a balanced 
budget without using the Budget Stabilisation reserve but requiring 
savings of £1.1m across 2025/26 and 2026/27.

At the end of March 2025, the General Fund reported a surplus of 
£1.1m, with reserves totalling £26.7m. The Housing Revenue Account 
recorded a surplus of £5.8m, with reserves of £8.8m.

Under its Capital Plan (including HRA), the Council spent £36.5m 
against an adjusted budget of £41.6 million, resulting in an underspend 
of £5.1m, mainly due to project delays.

No adverse findings from inspectorates have been reported during the 
year.

The Council submitted its proposal for LGR in November which 
included support for two new council areas, resulting in North Kesteven, 
South Kesteven and South Holland combining as one council and East 
and West Lindsey, Boston and Lincoln in the other. 

A public consultation was launched in February 2026 and will last until 
the 26th March 2026.

Value for Money
South Kesteven District Council
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2024/25 Outturn

In February 2024, the Council approved a general fund revenue budget for the financial year 2024/25 of £19.744m, a balanced 
budget without planned use of the Budget Stabilisation Reserve. 

Overall, there was an underspend on the General Fund of £1.1m. Key factors contributing to this positive outcome included additional 
planning fee (£303k) and car parking (£182k) income, underspends on fuel cost (£350k), as well as improved investment income 
(£444k) due to higher interest rates. At year-end, the Council’s General Fund reserves remained above the stated prudent minimum.

We note that the Council has continued to underspend against its capital plan (excluding HRA) through 2024/25 due to phasing of the 
work, for example on the new depot project. The year end underspend was £3.424m. This has led to planned capital budget being 
carried forward into 2025/26. Capital performance has been reported to Cabinet and Finance and Economic Overview and Scrutiny 
committee through the year. 

Process of identifying cost pressures

A comprehensive timetable is established by both the Executive and Council to facilitate robust scrutiny and challenge throughout 
each stage. Initial budgets are developed at the service level, with budget holders estimating requirements based on their directorate 
knowledge and regular planning meetings. These proposals are then submitted to the Finance team, who reviews and challenges 
underlying assumptions. Finance conducts a detailed analysis of individual budget lines, examining trends over the previous three 
years and discussing these with budget holders to identify early pressures or potential savings. 

Identified savings are incorporated into the financial plan. Discussions with the Finance team and service areas confirm that 
demographic and inflationary pressures for each directorate are considered during the initial budget preparation. Prior to finalising 
budgets, communications are held to enable review and challenge of assumptions. The Budget Joint Overview and Scrutiny 
Committee provides cross-party oversight and challenge of both the budget and its proposals.

For 2024/25, the Council’s budget did not require any savings to be delivered. Savings plans are typically developed as part of the 
wider budget setting process and are subject to the same level of scrutiny, challenge, and approval as the overall budget. Throughout 
the year, actions are identified where financial performance risks arise within individual services. While savings are not reported 
separately, significant in-year savings—such as those resulting from the corporate restructure—are detailed in reports on budget 
variances. This reflects the effectiveness of the Council’s financial management arrangements.

Financial Sustainability

How the Council plans and manages its 
resources to ensure it can continue to deliver 
its services. 
We have considered the following in our work:

• How the Council ensures that it identifies all the significant 
financial pressures that are relevant to its short and 
medium-term plans and builds these into them;

• How the Council plans to bridge its funding gaps and 
identifies achievable savings;

• How the Council plans finances to support the sustainable 
delivery of services in accordance with strategic and 
statutory priorities;

• How the Council ensures that its financial plan is 
consistent with other plans such as workforce, capital, 
investment, and other operational planning which may 
include working with other local public bodies as part of a 
wider system; and 

• How the Council identifies and manages risks to financial 
resilience, e.g. unplanned changes in demand, including 
challenge of the assumptions underlying its plans.

South Kesteven District Council
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2025/26 planning

Within the medium-term financial plan, the Council has identified outstanding savings targets for 2025/26 and 2026/27. According to 
the Corporate Plan to 2028, a total savings requirement of £1.1m has been set. The objectives of the Corporate Plan, including major 
capital projects, are incorporated into the budget setting process to ensure alignment.

The Council’s Risk Management Policy outlines a clear process and reporting structure for managing risks. Key risks to financial 
sustainability have been identified, including potential future deficits, ongoing inflationary pressures, and the need for borrowing to 
fund capital projects. Mitigating actions include regular monitoring of overspends and sensitivity analysis to assess worst-case 
inflation scenarios. The Council also continues to develop savings plans and is modelling the impact of any future borrowing.

Leisure SK Ltd

The Council continues to provide support to its wholly owned subsidiary, Leisure SK Ltd. During 2023/24, LeisureSK operated at a 
deficit due to increased staffing costs, higher utility expenses, and issues related to irrecoverable VAT. For 2024/25, management 
prepared a budget that included an increased management fee of £450k from the Council. As a condition set by the Culture and 
Leisure Overview and Scrutiny Committee, LeisureSK was required to submit a recovery and mitigation plan to demonstrate that the 
management fee would be sufficient to maintain the company’s cashflow. This plan was received and approved in September 2024.

In response to LeisureSK’s financial difficulties, the Committee also reviewed options for a new contract and recommended to 
Cabinet that LeisureSK continue to deliver services under an agency model to help stabilise its finances. Cabinet approved this 
recommendation in September 2024, and the new contract took effect on 1 April 2025.

Conclusion

We have not identified a significant weakness associated with the arrangements in place to secure financial sustainability.

Financial Sustainability
South Kesteven District Council

HRA: Housing Revenue Account, a ring-fenced fund relating to 
social housing

Gross debt compared to the capital financing requirement: 
Authorities are expected to have less debt than the capital 
financing requirement (i.e. a ratio of under 1 : 1) except in the 
short term, else borrowing levels may not be considered prudent.

Key financial and 
performance metrics:

2024-25 2023-24

Planned 
surplus/(deficit), 
excluding HRA

£0k £0k (using 
£1,534k reserves)

Actual 
surplus/(deficit), 
excluding HRA

£1.1m £1.3m

Planned HRA surplus £7.0m £3.1m

Actual HRA 
surplus/(deficit)

£5.8m £5.7m

Usable reserves £66.9m £75.9m

Gross debt compared 
to the capital 
financing requirement

0.67:1 (CFR 
£100m)

0.82:1
(CFR: £101m)

Year-end borrowings £79.8m £83m

Year-end cash 
position

£11.8m £18.3m
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Risk Management

Risks are managed in accordance with the Council’s Risk Management Strategy, which distinguishes between Strategic, Service, and 
Project levels. Each level is subject to regular review by register owners, the Corporate Management Team (CMT), Heads of Service, 
and the Governance and Risk Officer. Risks are assessed using a matrix that evaluates both likelihood and impact, resulting in a risk 
score assigned according to the strategy’s guidance. Officer involvement through project boards provides additional challenge, and 
the Risk Management Group offers further support when needed.

The Strategic risk register is submitted to the Governance and Audit Committee twice annually for review. As of 31 March 2025, the 
register included 15 risks: 12 rated as high (almost certain/critical) and 3 as medium (probable/major). Actions to address risks are 
developed using the risk management framework and evaluated using the Treat, Tolerate, Transfer, Terminate matrix, depending on 
severity and likelihood. Ongoing monitoring is carried out by project management teams or boards. When the register is reported to 
the Governance and Audit Committee, members are invited to provide feedback, which is then shared with CMT and Cabinet. For all 
key decisions, committee reports are required to clearly outline the principal risks associated with the proposed actions

Prevention and detection of fraud

The Council undertake several measures to prevent and detect fraud. There is a Counter Fraud policy and strategy which complies 
with the requirements of the Code, this sets out key actions for the Council to ensure compliance. We note a review is currently 
underway of the policy and strategy. The Council also receives assurance through the work of internal audit, and all staff are required 
to complete the e-learning on fraud which is held centrally. An annual fraud report is presented to the Governance and Audit 
Committee including the counter fraud action plan and fraud risk register. 

Budget Setting

The budget setting process is a rolling process as part of the medium-term financial plan, this usually starts in the autumn of the 
previous year. For 2025/26, the preparation of the budget began in October 2024 with draft budgets approved in January 2025. A 
detailed timetable is agreed by Executive and Council to ensure appropriate scrutiny and challenge can occur throughout the process

The 2025/26 budget was approved by Council on 27 February 2025 which set out a three-year position detailing the funding 
challenges alongside the changes to the national funding arrangements. The most significant medium-term pressure reflected in the 
Medium-Term Financial Strategy is the anticipated business rate reset.

Governance

How the Council ensures that it makes 
informed decisions and properly manages its 
risks. 
We have considered the following in our work:

• how the Council monitors and assesses risk and how the 
body gains assurance over the effective operation of 
internal controls, including arrangements to prevent and 
detect fraud;

• how the Council approaches and carries out its annual 
budget setting process;

• how the Council ensures effective processes and systems 
are in place to ensure budgetary control; to communicate 
relevant, accurate and timely management information 
(including non-financial information where appropriate); 
supports its statutory financial reporting requirements; and 
ensures corrective action is taken where needed, including 
in relation to significant partnerships;

• how the Council ensures it makes properly informed 
decisions, supported by appropriate evidence and allowing 
for challenge and transparency; and

• how the Council monitors and ensures appropriate 
standards, such as meeting legislative/regulatory 
requirements and standards in terms of management or 
Board members’ behaviour.

South Kesteven District Council
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Financial performance is reported quarterly to the Finance and Economic Overview and Scrutiny Committee before being presented 
to Cabinet. Forecasts are developed collaboratively with budget holders, using year-to-date performance and commitments to inform 
projections. The Finance team meets with budget holders to agree forecast outturns, which are then confirmed with Directors and 
detailed in quarterly monitoring reports. 

Informed Decision making

We also reviewed key decisions made by the Council during the year to assess the effectiveness of governance arrangements. 
Decision-making is subject to discussion and scrutiny at the executive team level and relevant sub-committees, such as Governance 
and Audit and Overview and Scrutiny, followed by formal Council approval. All records of key decisions are available on the Council’s 
website.

A notable decision during the year was the sale of land at St Martin’s Park. Following options appraisal in 2023/24, the Council 
approved the sale to address the financial shortfall and in October 2024, sales contracts had been exchanged, committing developers 
to the scheme at prices agreed by the Council. As at 31 March 2025, landowners and developers were continuing to work through the 
next stage of the planning process for the individual part of the development and an overall scheme to deliver joint infrastructure 
works on the site. 

The Council also made important decisions regarding the implementation of a new Finance system. Initially planned for April 2024, 
the rollout was postponed to April 2025 due to changes in key finance staff and the need for specialist support to reduce risks. It was 
considered safer to introduce the new system at the start of a financial year. The Council extended the licence for its existing system, 
with the additional cost included in the 2024/25 budget.

In February 2025, the Council further delayed the ‘go live’ date to July 2025, following additional changes in finance team personnel 
and to avoid higher costs from specialist support. This delay also allowed the finance team to better manage year-end close and 
accounts preparation. We will consider the project management and implementation of the new system as part of the VFM 
assessment in 2025/26.

The Government introduced amendments to the Accounts and Audit Regulations which required the Authority to publish its unaudited 
2024/25 Statement of Accounts and accompanying information on or before 30 June 2025. The Authority missed this deadline and 
published unaudited 2024/25 Statement of Accounts on 7th October 2025. By not publishing the unaudited Statement of Accounts by 
the required deadline, the Authority has breached its laws and regulations. As a result, we identified a  risk of significant weakness 
over governance on the Authority’s Preparation and Publication of the Statement of Accounts. The authority also missed this deadline 
in the prior year.

Governance

How the Council ensures that it makes 
informed decisions and properly manages its 
risks. 
We have considered the following in our work:

• how the Council monitors and assesses risk and how the 
body gains assurance over the effective operation of 
internal controls, including arrangements to prevent and 
detect fraud;

• how the Council approaches and carries out its annual 
budget setting process;

• how the Council ensures effective processes and systems 
are in place to ensure budgetary control; to communicate 
relevant, accurate and timely management information 
(including non-financial information where appropriate); 
supports its statutory financial reporting requirements; and 
ensures corrective action is taken where needed, including 
in relation to significant partnerships;

• how the Council ensures it makes properly informed 
decisions, supported by appropriate evidence and allowing 
for challenge and transparency; and

• how the Council monitors and ensures appropriate 
standards, such as meeting legislative/regulatory 
requirements and standards in terms of management or 
Board members’ behaviour.

South Kesteven District Council
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There have been changes in senior finance staffing during 2024/25, including the departure of the 
Interim Deputy Director of Finance in February 2025, who was replaced by a permanent 
appointment. These changes, alongside the upgrade to the financial ledger system contributed to 
the delay. Whilst there are mitigating circumstances for the delay in 2024/25 accounts production, 
management must ensure appropriate arrangements are in place to ensure timely publication and 
preparation for the audit in 2025/26. This is particularly important as the audit backstop deadline 
for 2025/26 is January 2027, compared to February 2026 for 2024/25 audited accounts. 

Compliance with laws and regulations

The Monitoring Officer oversees compliance with all relevant legal requirements. All Executive 
reports undergo mandatory consultation with the Chief Executive, Section 151 Officer, and 
Monitoring Officer, and, where necessary, are supported by Equality Impact Assessments. 
Management has confirmed that there were no breaches of legislation or regulatory standards 
resulting in investigations by any legal or regulatory body during the year.

We note the Monitoring Officer left in April 2025 with interim arrangements put in place for several 
months. Following a comprehensive recruitment exercise a permanent Monitoring Officer was 
appointed and approved by Council on 18th September 2025. We will consider this further in the 
VFM risk assessment for 2025/26.

The Council’s Code of Conduct sets out the values and expected behaviours for staff and Council 
members, as detailed in the Code of Conduct and Disciplinary Policy. This is communicated 
during recruitment and is accessible via the staff intranet. The policy also covers requirements for 
gifts, hospitality, and the register of interests. Additional policies are available on the Council’s 
website, along with the Constitution, which outlines committee terms of reference and key officer 
responsibilities.

During our review, we noted an increase in member complaints under the Code of Conduct policy 
in 2023/24. These complaints required initial investigation by officers, and in several cases, the 
Council engaged independent legal experts to complete investigations. In 2024/25, this led to 
additional legal costs of approximately £70k, and the high volume of complaints required 
significant senior officer time.

Conclusion

Whilst we identified a risk regarding the Council not meeting the draft accounts production 
deadline, we are satisfied this does not amount to a significant weakness in arrangements over 
governance at the Council.

Governance
South Kesteven District Council

2024-25 2023-24

Control deficiencies reported in the Annual Governance Statement None None

Head of Internal Audit Opinion Moderate Assurance Adequate and Effective

Local Government Ombudsman findings None None

Housing Ombudsman findings None None
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Financial and performance monitoring

The Council reviews its corporate performance measures as part of the three-year Corporate Plan through a target setting process. 
The process is co-ordinated by the Corporate Management team, with input from all directorates. Target setting incorporates 
benchmarking, assessment of local conditions, and national indicators/reporting requirements. 

The Council’s performance framework is driven by the Corporate Plan priorities: Healthy & Strong Communities, Growth & Our 
economy and High Performing Council. We reviewed the quarter two performance report, which evidenced monitoring of actions split 
across the different Overview and Scrutiny Committees. The Finance and Economic committee had 20 actions. Of those actions with 
updates, 12 actions were on target and 2 were below target. The below target actions related to the delay in the implementation of the 
new finance system and ensuring all contract awards under £25k are fully compliant with procurement policy.

The Finance and Economic Overview and Scrutiny committee also reviews financial performance on a quarterly basis and this covers 
key services, helping to identify any services off target and what actions are being taken to address/mitigate the financial risks. 
Quarterly reports are also presented to the Cabinet. 

Our review of the Social Housing Decarbonisation Fund internal audit report (moderate assurance rating) identified the need to 
strengthen arrangements for performance monitoring of KPIs and recording lessons learnt with the contractor. We are satisfied 
management have appropriate arrangements in place to respond to the recommendations identified.

We note that the Council takes part in national benchmarking exercises but does not routinely use benchmarking in reviewing 
performance. The Council does have processes in place to support it in using information about costs, through financial monitoring, 
and performance to improve the way services are managed and delivered, with a focus on the level of value for money being 
achieved. This is reported quarterly through Overview and Scrutiny Committee and Cabinet. 

Partnership working

The Council has a number of key partnerships to help deliver support and services, such as the Building Control Partnership with 
Newark and Sherwood District Council and Rushcliffe Borough Council, where a partnership agreement is in place and performance 
is monitored through this arrangement. The Council also has a collaboration agreement in place with Burghley Land Ltd in relation to 
the land at St Martin’s park. There is a partnership policy that details the governance framework for partnership working and all 
partnerships are recorded in the partnerships register held by Governance team. Monitoring is performed via reporting through 
relevant Overview and Scrutiny committees. 

Improving economy, efficiency and effectiveness

How the Council uses information about its 
costs and performance to improve the way it 
manages and delivers its services
We have considered the following in our work:

• how financial and performance information has been used 
to assess performance to identify areas for improvement;

• how the Council evaluates the services it provides to 
assess performance and identify areas for improvement;

• how the Council ensures it delivers its role within 
significant partnerships and engages with stakeholders it 
has identified, in order to assess whether it is meeting its 
objectives; and 

• where the Council commissions or procures services, how 
it assesses whether it is realising the expected benefits.

South Kesteven District Council
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The Council engages with key stakeholders to help develop the Council as an organisation. There 
have been numerous consultation with the public around Community Governance in year and 
council tax and rate payers were consulted on proposed changes. In preparing the Council’s 
Corporate Plan, residents are encouraged to comment on the Council’s priorities, for example in 
relation to sustainability. Response rates are published in the plan and the 2024/25 narrative 
report to the accounts. 

The Council has appropriate arrangements in place to deal with residents’ complaints, Freedom 
Of Information requests, Subject Access Requests, data breaches and whistleblowing allegations. 
The Council also engages with other local partners such as Legal Services Lincolnshire, 
Lincolnshire Police, Lincolnshire County Council. We note there has been no outsourcing of 
services in year.

We note that in response to the Government White Paper on Local Government Reorganisation, 
the Council examined several options within its submission after working with neighbouring District 
Councils. The Council submitted its proposal in November 2025 which included support for two 
new council areas; with North Kesteven, South Kesteven and South Holland combining as one; 
and East and West Lindsey, Boston and Lincoln in the other. A public consultation was launched 
in February 2026 and will last until 26th March 2026, with a final decision expected by July.

Conclusion

We have not identified a significant weakness associated with the Council’s arrangements in 
relation to improving economy, efficiency and effectiveness.

Improving economy, efficiency and effectiveness
South Kesteven District Council
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Significant Value for Money Risk

Governance on the Authority’s Preparation and Publication of the Statement of Accounts
Risk that value for money arrangements may contain a significant weakness linked to Governance

1

The Government introduced amendments to the Accounts and 
Audit Regulations which required the Authority to publish its 
unaudited 2024/25 Statement of Accounts and accompanying 
information on or before 30 June 2025. The Authority missed this 
deadline and published the unaudited 2024/25 Statement of 
Accounts on 7th October 2025. 

By not publishing the unaudited Statement of Accounts by the 
required deadline, the Authority has breached a statutory 
requirement.

There is a risk management do not have appropriate 
arrangements in place to prepare and publish their accounts in 
line with the required timetable.

We have inquired with management as to their preparedness 
for the 2025/26 audit cycle and suggested they produce a 
paper to outline the proposed timetable and any risks to this 
timetable. This is particularly important as the audit backstop 
deadline for 2025/26 accounts is January 2027, compared to 
February 2026 for 2024/25 audited accounts. 

Findings
In May 2025, management confirmed there was a risk that it 
may not issue its statement of accounts by 30 June 2025. 
This was reported in our Audit Plan that was presented at the 
June 2025 Governance and Audit Committee We are 
therefore satisfied this does constitute a significant weakness 
in arrangements over preparation and publication of the 
financial statements.

However, we recommend members are made aware of any 
risks, if any, to the timetable for 2025/26. This has been 
raised as a performance improvement observation.

Conclusion
Based on the findings above we have not identified any 
significant weaknesses in arrangement.

Our response Our findingsSignificant Value for Money Risk
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Governance and 
Audit Committee 
Wednesday, 18 February 2026 
 

 
 
       

Report of Councillor Ashley Baxter 
Leader of the Council, Cabinet Member 
for Finance, HR and Economic 
Development 
 

 

Statement of Accounts and Annual Governance 
Statement 2024/25 

Report Author 

David Scott, Assistant Director of Finance/Deputy Section 151 Officer 

 David.Scott@southkesteven.gov.uk 
 
Purpose of Report 
 
To approve the Statement of Accounts and Annual Governance Statement for 2024/25.  
 

Recommendations 
 

It is recommended that the Governance and Audit Committee:  
 
1. Notes the outcome of the audit work undertaken by the Council’s external 

auditors KPMG. 
2. Delegates authority to the Deputy Chief Executive and s151 Officer (Chief 

Finance Officer) to make any final wording changes and accounting  
     adjustments following the conclusion of any outstanding audit queries.  
3. Delegates approval of the audited Statement of Accounts and the Letter of 

Representation to the Chairman on behalf of the Governance and Audit 
Committee in consultation with the Deputy Chief Executive and s151 
Officer (Chief Finance Officer) following the completion of the audit of the  
2024/25 Statement of Accounts. 

 
Decision Information 

Does the report contain any exempt or 
confidential information not for publication? No 

What are the relevant corporate priorities?  All 
Which wards are impacted? All Wards 
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1. Implications 
 
Taking into consideration implications relating to finance and procurement, legal and 
governance, risk and mitigation, health and safety, diversity and inclusion, safeguarding, 
staffing, community safety, mental health and wellbeing and the impact on the Council’s 
declaration of a climate change emergency, the following implications have been 
identified: 
 
Finance and Procurement  
 
1.1 The financial considerations are contained in the report and the Statement of 

Accounts for 2024/25.  
 
Completed by: Richard Wyles, Deputy Chief Executive and s151 Officer  

 
Legal and Governance 
 
1.2 In accordance with the Accounts & Audit (Amendment) Regulations 2022 the 

target date for the Statement of Accounts to be approved by the Governance and 
Audit Committee is 27th February 2026. 
 
Completed by: James Welbourne, Democratic Services Manager 

 
2. Background to the Report 
 
 
2.1 The draft Statement of Accounts 2024/25 was published on 7 October 2025.  The 

external audit process has now been completed and the Statement of Accounts 
has been updated to reflect the changes identified by the Finance Team and those 
agreed with our external auditors, KPMG. 
 

2.2 The issues with delays to local government audits are well documented and have 
affected the whole sector.  The Government introduced back stop dates to try and 
create a resolution for those authorities with significant backlogs.  
 

2.3 The back stop deadline for completion of the audit of 2024/25 Statement of 
Accounts is 27 February 2026.  The completion of the Statements has meant that 
the Council has met the statutory deadline which is a positive achievement.   
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3. Key Considerations 
 
 Audit of the Accounts 
 

3.1 To comply with the provisions of the Accounts and Audit Regulations 2015, the 
Council’s Statement of Accounts for 2024/25 must be approved by the designated 
member body, which for the Council is the Governance and Audit Committee.   

3.2 The external auditor (KPMG) must complete their audit and issue the relevant 
audit opinion. KPMG’s draft report (ISA260) is a separate item on this Governance 
and Audit Committee agenda. The purpose of the external audit of the financial 
statements is to give an opinion on:  
 
• whether they present a true and fair view of the financial position of the 

audited body and its expenditure and income for the year in question.  
 

• whether they have been prepared properly in accordance with relevant 
legislation and applicable accounting standards.  
 

3.3 Auditors must provide reasonable assurance that, subject to the concept of 
materiality, the financial statements: 
 
• are free from material misstatements, whether caused by fraud or other 

irregularity or error. 
 

• comply with the statutory and other requirements applicable to the accounts of 
the audited body and  
 

• comply with all relevant requirements for accounting presentation and 
disclosure. 

 
Letter of Representation 
 

3.4 As part of the overall assurance provided to External Audit a letter of 
representation is supplied. This is presented at Appendix B. These are largely 
standard clauses to confirm the Council has fully disclosed all relevant 
information and acted with due care and reference to the relevant accounting 
practices in preparing the statements.  
 

Annual Governance Statement 
3.5 The Annual Governance Statement has to be published alongside the Statement 

of Accounts, although it does not form part of them. The Annual Governance 
Statement was endorsed by the Governance and Audit Committee on 23 July 
2025.  
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3.6 The Annual Governance Statement is reviewed by External Audit to ensure it is 
consistent with their knowledge of the Council and is in line with guidance around 
compilation and presentation.  
 

3.7 There are no substantive amendments in terms of identification of further 
significant governance issues. 
 
Statement of Accounts 
 

3.8 The ‘Narrative Report’ section of the Statement of Accounts provides a guide to 
the most significant matters reported. It explains the Council’s financial position 
and assists in the interpretation of the accounting statements. It provides 
information about the District, including; issues and challenges affecting the 
Council and its accounts, the political composition, the ambitions of the Council 
and an overview of the many achievements that have been made to improve 
quality of life for residents, businesses and visitors. 
 

3.9 The draft Statement of Accounts was published on 7 October 2025.  In addition to 
a small number of presentational changes, the Statement of Accounts has been 
amended to reflect the changes identified as listed in Table 1.  
 
Table 1 – Audit Adjustments 2024/25 
Page Note Description 
4 Balance 

Sheet 
Capital Grants Receipts in Advance. £1.754m Future High 
Street Funding has been moved to current liabilities because 
the expiry date of the funding is within one year of the balance 
sheet date. 

14 13 Various presentational adjustments including adding directors’ 
full titles and adding the Head of HR to the note to comply 
with disclosure requirements. 

36 31 Operating leases disclosure added in which were omitted 
from the original draft in error. 

 
3.10 These changes have been incorporated into the final Statements that are shown 

at Appendix A. 
 

3.11 As part of the audit work one uncorrected item identified. An accrual of £189K 
(1.47% of total surplus for 2024/25) was missed due to the close proximity to Year 
End and not highlighted by the service area to the finance team. It was agreed 
with audit that this would remain unadjusted as it was below our materiality 
threshold of £1.7m.   
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4. Other Options Considered 
 

4.1 Governance and Audit Committee could choose not to approve the Statement of 
Accounts but this would result in the Council missing the statutory backstop 
deadline for completion of the 2024/25 audit of 27 February 2026. 
 

5. Reasons for the Recommendations 
 

5.1 Section 21(2) of the Local Government Act 2003 requires the Statement of 
Accounts to be prepared in accordance with the statutory framework established 
by the Accounts and Audit Regulations (England) 2015. In accordance with the 
Accounts and Audit (Amendment) Regulations 2022 once the accounts have been 
audited, they must be published. 
 

6. Consultation 
 

6.1 The draft accounts were published on the Council’s website on 7 October 2025 
following which there was a statutory 30 working day consultation period.  
 

7. Appendices 
 

7.1 Appendix A – 2024/25 Statement of Accounts 
7.2 Appendix B – Letter of Representation  
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(Letterhead of the Entity we audit) 
 
KPMG UK LLP 
1 Sovereign Square 
Sovereign Street 
Leeds,  
LS1 4DA 
 
X February 2025  
 
Dear Salma 
 
This representation letter is provided in connection with your audit of the Group and 
Authority financial statements of South Kesteven District Council (“the Authority”), for 
the year ended 31 March 2025, for the purpose of expressing an opinion:  
 

i. as to whether these give a true and fair view of the financial position of the Group 
and the Authority as at year end and of the Group’s and the Authority’s income 
and expenditure for the year then ended; 

ii. whether the Group and the Authority’s financial statements have been properly 
prepared in accordance with the CIPFA/LASAAC Code of Practice on Local 
Authority Accounting in the United Kingdom 2024/25 (“CIPFA/LASAAC 
Code”). 

 
These financial statements comprise the following: the Group and the Council 
Comprehensive Income and Expenditure Statements, Group and the Council Balance 
Sheets, Group and the Council Movement in Reserves Statements, Group and the Council 
Statements of Cash Flows, Collection Fund, Housing Revenue Account and the notes, 
comprising material accounting policies and other explanatory information and the 
Expenditure and Funding Analysis.  
 
The Council confirms that the representations it makes in this letter are in accordance with 
the definitions set out in the Appendix to this letter. 
 
The Council confirms that, to the best of its knowledge and belief, having made such 
inquiries as it considered necessary for the purpose of appropriately informing itself:  
 
Financial statements 
 
1. The Council has fulfilled its responsibilities, as set out in the Accounts and Audit 

Regulations 2015 and the Accounts and Audit (Amendment) Regulations 2022, for 
the preparation of financial statements that: 

 
i. give a true and fair view of the financial position of the Group and the 

Council as at year end and of the Group’s and the Council’s income and 
expenditure for the year then ended; 

ii. have been properly prepared in accordance with the CIPFA/LASAAC 
Code of Practice on Local Authority Accounting in the United Kingdom 
2024/25. 

 
The financial statements have been prepared on a going concern basis.  
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2. The methods, the data and the significant assumptions used in making accounting 
estimates and their related disclosures are appropriate to achieve recognition, 
measurement or disclosure that is reasonable in the context of the applicable 
financial reporting framework.  
 

3. All events subsequent to the date of the financial statements and for which IAS 
10 Events after the reporting period requires adjustment or disclosure have been 
adjusted or disclosed. 
 

4. The effects of uncorrected misstatements are immaterial, both individually and in 
aggregate, to the financial statements as a whole. A list of the uncorrected 
misstatements is attached to this representation letter.  

 
 
Information provided 
 
5. The Council has provided you with: 
 

• access to all information of which it is aware, that is relevant to the preparation 
of the financial statements, such as records, documentation and other matters;  

• additional information that you have requested from the Council for the 
purpose of the audit; and 

• unrestricted access to persons within the Group and the Council from whom 
you determined it necessary to obtain audit evidence. 

 
6. All transactions have been recorded in the accounting records and are reflected in the 

financial statements. 
 
7. The Council confirms the following: 
 

The Council has disclosed to you the results of its assessment of the risk that the 
financial statements may be materially misstated as a result of fraud. 
 
Included in the Appendix to this letter are the definitions of fraud, including 
misstatements arising from fraudulent financial reporting and from misappropriation 
of assets. 

 
9.  The Council has disclosed to you all information in relation to: 
 

a) Fraud or suspected fraud that it is aware of and that affects the Group and 
Council and involves:  

• management; 
• members; 
• employees who have significant roles in internal control; or 
• others where the fraud could have a material effect on the financial 

statements; and 
b) allegations of fraud, or suspected fraud, affecting the Group and Council’s 

financial statements communicated by employees, former employees, 
members, analysts, regulators or others. 

 
In respect of the above, the Council acknowledges its responsibility for such internal 
control as it determines necessary for the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error. In particular, the 
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Council acknowledges its responsibility for the design, implementation and 
maintenance of internal control to prevent and detect fraud and error, and we believe 
we have appropriately fulfilled those responsibilities.  

 
10. The Council has disclosed to you all known instances of non-compliance or suspected 

non-compliance with laws and regulations whose effects should be considered when 
preparing the financial statements.  

 
11. The Council has disclosed to you and has appropriately accounted for and/or disclosed 

in the financial statements, in accordance with IAS 37 Provisions, Contingent 
Liabilities and Contingent Assets, all known actual or possible litigation and claims 
whose effects should be considered when preparing the financial statements.  

 
12. The Council has disclosed to you the identity of the Group and Council’s related parties 

and all the related party relationships and transactions of which it is aware. All related 
party relationships and transactions have been appropriately accounted for and 
disclosed in accordance with IAS 24 Related Party Disclosures. 

 

Included in the Appendix to this letter are the definitions of both a related party and a 
related party transaction as we understand them and as defined in IAS 24 and the 
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United 
Kingdom 2024/25.  

 
13. The Council confirms that: 
 

a) The financial statements disclose all of the matters that are relevant to the 
Council’s and the Group’s ability to continue as a going concern, including 
the key risk factors, assumptions made and uncertainties surrounding the 
Council’s and the Group’s ability to continue as a going concern as required 
to provide a true and fair view and to comply with IAS 1 Presentation of 
Financial Statements. 

b) No material uncertainties related to events or conditions exist that may cast 
significant doubt upon the ability of the Council and the Group to continue as 
a going concern. 
 

 
14. On the basis of the process established by the Council and having made appropriate 

enquiries, the Council is satisfied that the actuarial assumptions underlying the 
valuation of defined benefit obligations are consistent with its knowledge of the 
business and are in accordance with the requirements of IAS 19  Employee Benefits. 

 
The Council further confirms that: 

 
a) all significant retirement benefits, including any arrangements that are: 

• statutory, contractual or implicit in the employer’s actions; 
• arise in the UK and the Republic of Ireland or overseas; 
• funded or unfunded; and 
• approved or unapproved,  
have been identified and properly accounted for; and 

b) all plan amendments, curtailments and settlements have been identified and 
properly accounted for.  
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This letter was tabled and agreed at the meeting of the Governance and Audit 
Committee on 18 February 2025. 

 
Yours faithfully, 
 
 
 
 
 
Section 151 Officer 
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Appendix to the Council Representation Letter of South Kesteven District Council: 
Definitions 
 
Financial Statements 
 
A complete set of financial statements comprises: 
 

• A Comprehensive Income and Expenditure Statement for the period; 
• A Balance Sheet as at the end of the period; 
• A Movement in Reserves Statement for the period; 
• A Cash Flow Statement for the period; and 
• Notes, comprising a summary of significant accounting policies and other 

explanatory information and the Expenditure and Funding Analysis. 
 
A local authority is required to present group accounts in addition to its single entity 
accounts where required by chapter nine of the CIPFA/LASAAC Code of Practice on Local 
Authority Accounting in the United Kingdom 2024/25.  
 
A housing authority must present a Housing Revenue Account Statement. 
 
A billing authority must present a Collection Fund Statement for the period showing 
amounts required by statute to be debited and credited to the Collection Fund.  
 
An entity may use titles for the statements other than those used in IAS 1. For example, an 
entity may use the title 'statement of comprehensive income' instead of 'statement of profit 
or loss and other comprehensive income. Error! Reference source not found. 
 
Material Matters 
 
Certain representations in this letter are described as being limited to matters that are 
material. 
 
IAS 1.7 and IAS 8.5 state that: 
 
“Information is material if omitting, misstating or obscuring it could reasonably be 
expected to influence decisions that the primary users of general purpose financial 
statements make on the basis of those financial statements, which provide financial 
information about a specific reporting entity. 
 
Materiality depends on the nature or magnitude of information, or both. An entity assesses 
whether information, either individually or in combination with other information, is 
material in the context of its financial statements taken as a whole. 
 
Information is obscured if it is communicated in a way that would have a similar effect for 
primary users of financial statements to omitting or misstating that information. The 
following are examples of circumstances that may result in material information being 
obscured: 
 

a) information regarding a material item, transaction or other event is disclosed in the 
financial statements but the language used is vague or unclear; 

b) information regarding a material item, transaction or other event is scattered 
throughout the financial statements; 

c) dissimilar items, transactions or other events are inappropriately aggregated; 
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d) similar items, transactions or other events are inappropriately disaggregated; and 
e) the understandability of the financial statements is reduced as a result of material 

information being hidden by immaterial information to the extent that a primary 
user is unable to determine what information is material. 
 

Assessing whether information could reasonably be expected to influence decisions made 
by the primary users of a specific reporting entity’s general purpose financial statements 
requires an entity to consider the characteristics of those users while also considering the 
entity’s own circumstances. 
 
Many existing and potential investors, lenders and other creditors cannot require reporting 
entities to provide information directly to them and must rely on general purpose financial 
statements for much of the financial information they need. Consequently, they are the 
primary users to whom general purpose financial statements are directed. Financial 
statements are prepared for users who have a reasonable knowledge of business and 
economic activities and who review and analyse the information diligently. At times, even 
well-informed and diligent users may need to seek the aid of an adviser to understand 
information about complex economic phenomena.” 
  
Fraud 
 
Fraudulent financial reporting involves intentional misstatements including omissions of 
amounts or disclosures in financial statements to deceive financial statement users. 
 
Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied 
by false or misleading records or documents in order to conceal the fact that the assets are 
missing or have been pledged without proper authorisation. 
 
Error 
 
An error is an unintentional misstatement in financial statements, including the omission 
of an amount or a disclosure. 
 
Prior period errors are omissions from, and misstatements in, the entity’s financial 
statements for one or more prior periods arising from a failure to use, or misuse of, reliable 
information that: 
 

a) was available when financial statements for those periods were authorised for 
issue; and 

b) could reasonably be expected to have been obtained and taken into account in the 
preparation and presentation of those financial statements. 

 
Such errors include the effects of mathematical mistakes, mistakes in applying accounting 
policies, oversights or misinterpretations of facts, and fraud. 
 
Management 
 
For the purposes of this letter, references to “management” should be read as “management 
and, where appropriate, those charged with governance”.  
 
Related Party and Related Party Transaction 
 
Related party: 
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A related party is a person or entity that is related to the entity that is preparing its financial 
statements (referred to in IAS 24 Related Party Disclosures as the “reporting entity”). 
 

• A person or a close member of that person’s family is related to a reporting entity 
if that person: 
• has control or joint control over the reporting entity;  
• has significant influence over the reporting entity; or  
• is a member of the key management personnel of the reporting entity or of 

a parent of the reporting entity. 
• An entity is related to a reporting entity if any of the following conditions applies: 

• The entity and the reporting entity are members of the same group (which 
means that each parent, subsidiary and fellow subsidiary is related to the 
others). 

• One entity is an associate or joint venture of the other entity (or an 
associate or joint venture of a member of a group of which the other entity 
is a member). 

• Both entities are joint ventures of the same third party. 
• One entity is a joint venture of a third entity and the other entity is an 

associate of the third entity. 
• The entity is a post-employment benefit plan for the benefit of employees 

of either the reporting entity or an entity related to the reporting entity. If 
the reporting entity is itself such a plan, the sponsoring employers are also 
related to the reporting entity. 

• The entity is controlled, or jointly controlled by a person identified in (a). 
• A person identified in (a)(i) has significant influence over the entity or is 

a member of the key management personnel of the entity (or of a parent of 
the entity). 

• The entity, or any member of a group of which it is a part, provides key 
management personnel services to the reporting entity or to the parent of 
the reporting entity. 

 
 
A reporting entity is exempt from the disclosure requirements of IAS 24.18 in relation to 
related party transactions and outstanding balances, including commitments, with: 
 

• a government that has control or joint control of, or significant influence 
over the reporting entity; and 

• another entity that is a related party because the same government has 
control or joint control of, or significant influence over, both the reporting 
entity and the other entity. 

 
Related party transaction: 
 
A transfer of resources, services or obligations between a reporting entity and a related 
party, regardless of whether a price is charged. 
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Appendix – Uncorrected misstatements 
 
Uncorrected audit differences (£000s) 

No. Detail 
CIES 
Dr/(cr) 

Balance 
Sheet 
Dr/(cr) Comments  

1 Dr Other 
service 
expenses 
 
Cr Creditors 

189 
 
 
 

- 

- 
 
 
 

(189) 

We have identified 1 item of expenditure 
recorded in April 2025 which relate to 2024/25 
and were incorrectly not accrued for. 

2 Dr Cash 
 
Cr Debtors 

- 
 

- 

144 
 

(144) 

Debtors balance not cleared to reflect cash in 
transit as at 31 March 2025. 

Total  £189 (£189) 
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Governance and Audit Committee Work Plan 2025-2026 
 

Item Current Issues/Status Outcome Sought 

18 February 2026 

Statement of Accounts 2024/25 To be approved each year by the statutory 
deadline 

To approve the 2024/2025 Statement of Accounts 
and their publication on the Council’s website 

18 March 2026 

Annual Report on Grants and Returns External Audit’s report on grants and returns for 
the year 

To review and note the contents of the report 

Internal Audit Progress Report  Update from the Council’s Internal Auditors in 
respect of progress made against the plan 

To review and note the contents of the report 

Internal Audit Follow Up Report Update from the Council’s Internal Auditors in 
respect of progress made against the 
implementation of actions 

To review and note the contents of the report 

Indicative Internal Audit Plan 2026/27 Internal Audit to present the indicative Internal 
Audit Plan for 2026/2027 

To review and note the contents of the report 

Statement of Accounting Policies Annual report prior to the preparation of the 
Statement of Accounts to ensure that the policies 
are up to date and in line with the CIPFA Code of 
Practice 

To consider approving the Statement of 
Accounting Policies 

Treasury Management Q3 Report To update on the treasury management activities 
during quarter 3  

To be noted by the Committee 

Housing Benefit Subsidy Audit 2023-24 
 

To provide an update regarding the outcome of 
the audited subsidy claim and Department for 
Work and Pension sign-off 

To review and note the contents of the report 
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Item Current Issues/Status Outcome Sought 

Unscheduled 

Access to Information Working Group Update Update on the meeting of the Access to 
Information Working Group 

To review and note the contents of the report 

Financial Regulations Implementation Update An update following six months of the 
implementation of the Financial Regulations was 
requested at the 21 January 2026 meeting. 

To review and note the contents of the report 

Amendments to the Constitution To consider a number of amendments to the 
Constitution. 

Recommendation to Full Council 

Items to be allocated as and when required 

Code of Conduct 

Code of Corporate Governance 

Constitutional Amendments 

Contract Procedure Rules  

Financial Regulations  

Risk Management Framework – due in 2027/28 

Counter Fraud, Bribery, and Corruption Strategy – due 2026/27 

Anti Money Laundering Policy – due 2026/27 

Whistleblowing Policy – due 2026/27 

Review of Subject Access Requests 

Committee Members meeting with auditors 
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