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1 Key messages 
The internal audit plan for 2021/22 was approved by the Governance and Audit Committee at the 18 March 2021 meeting. As the developments around Covid-19 will continue 
to impact on all areas of the Council’s risk profile, we will work closely with management to deliver an internal audit programme which remains flexible and ‘agile’ to ensure it 
meets your needs in the current circumstances. 

This report provides an update on progress against that plan and summarises the results of our work to date. 
 

 

Since the Governance and Audit Committee last met, we have finalised three reports: Council Owned Companies, Medium Term Financial Planning and Follow 
Up 3. 
A summary of the outcomes of the Council Owned Companies and Medium Term Financial Planning Audit are included at Section 2 and further details are 
appended to this report. [To discuss and accept] 

 

The Follow Up 3 report is issued as a separate agenda item and this review resulted in a ‘little progress’ opinion being made to implement previously agreed 
actions. [To note] 

 

One change to the 2021/22 internal audit plan has occurred since the last committee meeting. The Street Scene – Stock review was unable to be completed 
due to RSM being informed that the Council no longer hold any stock and therefore the scope areas were no longer relevant. The follow up actions from the 
prior year’s audit will now be included within the Follow Up 4 audit to be conducted in December 2021. 
See Appendix B for further details. [To note] 
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2 Reports 
2.1 Summary of final report being presented to this committee 
This section summarises the report that has been finalised since the last meeting.  

Assignment Opinion issued Actions agreed 
H M L 

Council Owned Companies  
Objective of review: 

To assess the controls in place from the Council’s perspective on how the Council maintains 
adequate financial and governance arrangements for those companies operating on behalf of 
the Council.  

Our review focused on key areas of governance controls including contracts in place between 
the Council and its owned companies; approval of business plans and the detail documented 
within each plan; performance reporting mechanisms in place between each company; plus 
financial controls in place for any loans or grants provided by the Council and the Council’s 
Companies Committee who provide oversight of the companies or other venture business 
planning processes to ensure alignment with the Council’s overarching strategy. 

Overall conclusion and management actions:  

Overall, we found that there are controls in place for the governance and financial controls 
between the Council and the Council owned companies.  However, these controls were not 
always strictly adhered to and weaknesses were identified within the controls.  

We have agreed two ‘medium’ and three ‘low’ priority actions. The medium priority actions 
relate to: 

 Although a Work Programme is in place which is presented at each Companies Committee 
documenting the timeframes for each company to provide an update to the Committee and 

No opinions are issued for advisory reviews 0 2 3 
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Assignment Opinion issued Actions agreed 
H M L 

what they are required to report, this lacks detail and Directors of the Council owned 
companies feel that some information requested is not applicable to the Committee and not 
required. Furthermore, through review of Companies Committee minutes, there is an 
inconsistency and disparity in what documents are produced and reported by each company 
due to a lack of formal guidance. This leads to Members questioning why the other 
companies are not presenting the same and further requests for documentation.  

 A Companies Committee Workshop – Key Messages and Conclusions session was held on 
28 July 2020 with attendance from Companies Committee Members and Cabinet Members 
which included members with positions on the Company Boards and other Company 
Directors. The outcomes from the Committee were to define the reporting requirements and 
frequency for each company through to the Companies Committee.  

Now a year has passed since the workshop, a follow up should be conducted to ensure it 
has met its objectives, otherwise the Committee may not be operating as effectively as 
possible. It was also highlighted that there is currently no formal guidance in place to advise 
staff on how these registrations and amendments should be verified and logged, risking 
inconsistent practices across the team. 

Medium Term Financial Planning 
Objective of review: 

To provide assurance over the controls in place to ensure that there is effective management of 
finances and delivery of planned savings within the Council.  

Overall assurance rating and management actions:  

Overall, the review identified that the Council have a robust framework in place in which the 
Budget Proposals are developed and reviewed.  We have identified elements of the process 
which are not formally documented. 

 

0 0 2 
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Assignment Opinion issued Actions agreed 
H M L 

We have agreed two ‘low’ priority actions.  

These actions relate to: 

 It was confirmed at present, the Budget Proposals for 2021/22 are not directly linked to the 
Corporate Plan. The Corporate Plan was approved in October 2020 and will now be linked 
going forwards.  

 It was confirmed that there is currently no set policy within the Council in relation to validating 
savings as actual as opposed to aspirational or forecast. It was further confirmed that the 
built-in savings within the Budget Proposals for 2021/22 are not entirely documented and 
there is currently no savings programme to review. 
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Appendix A – Progress against the internal audit plan 2021/22 
Assignment  Status / Opinion issued Actions agreed Audit Date agreed with 

management 
Governance and Audit 

Committee meeting H M L 

Disabled Facilities Grant Final report issued / Substantial Assurance 0 0 0 20 May 2021 July 2021 
Continuous Assurance 1 Final report issued / No opinions are issued 

for Continuous Assurance reviews 
0 3 2 1 June 2021 July 2021 

Follow Up 1  Final report issued / Reasonable Progress 0 1 2   2 June 2021 July 2021 
Local Authority Searches Final report issued / Reasonable Assurance 0 2 1 21 June 2021 October 2021 
Income and Banking Final report issued / Partial Assurance 3 2 5 21 June 2021 October 2021 
Follow Up 2 Final report issued / Reasonable Progress 0 3 1 9 August 2021 October 2021 
Housing Compliance  Final report issued / Partial Assurance 2 4 0 16 August 2021 October 2021 
Continuous Assurance 2 Final report issued / No opinions are issued 

for Continuous Assurance reviews 
1 2 6 31 August 2021 October 2021 

Council Owned Companies Final report issued / No opinion issued for 
advisory reviews 

0 2 3 13 September 2021 December 2021 

Medium Term Financial Planning Final report issued / Substantial Assurance 0 0 2 27 September 2021 December 2021 
Follow Up 3 Final report issued / Little Progress 0 6 3 18 October 2021 December 2021 
Street Scene – Stock See changes to the audit plan below    22 November 2021 December 2021 
Continuous Assurance 3 Draft report issued    15 November 2021 March 2022 
Follow Up 4 Fieldwork Underway    13 December 2021 March 2022 
Continuous Assurance 4 Not yet commenced    7 February 2022 March 2022 
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Appendix B – Other matters 
Changes to the audit plan since the last Governance and Audit Committee meeting 
The current Covid-19 situation means that our clients and internal audit are working differently. We understand and recognise the Council’s strategic objectives, and that the 
developments around Covid-19 will continue to impact on all areas of the Council’s risk profile. We will work closely with management to deliver an internal audit programme 
which remains flexible and ‘agile’ to ensure it meets your needs in the current circumstances. 

The Street Scene – Stock review was unable to be completed in November 2021 as planned due to RSM being informed that the Council no longer hold any stock and 
therefore the scope areas were no longer relevant. The follow up actions from the prior year’s audit will now be included within the Follow Up 4 audit to be conducted in 
December 2021. 

Other assurance activity 
Note Activity Overview of output 
1 Housing Benefit Grant Validation We have completed the housing benefit grant validation testing and have provided the results to Management and the 

Council’s external auditors. 
This work was undertaken as a separate engagement and we do not see this as a conflict of interest. The work 
performed does not form part of the internal audit annual opinion. 
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rsmuk.com 
The matters raised in this report are only those which came to our attention during the course of our review and are not necessarily a comprehensive statement of all the 
weaknesses that exist or all improvements that might be made. Actions for improvements should be assessed by you for their full impact. This report, or our work, should not 
be taken as a substitute for management’s responsibilities for the application of sound commercial practices. We emphasise that the responsibility for a sound system of 
internal controls rests with management and our work should not be relied upon to identify all strengths and weaknesses that may exist. Neither should our work be relied 
upon to identify all circumstances of fraud and irregularity should there be any. 

Our report is prepared solely for the confidential use of South Kesteven District Council and solely for the purposes set out herein. This report should not therefore be 
regarded as suitable to be used or relied on by any other party wishing to acquire any rights from RSM UK Risk Assurance Services LLP for any purpose or in any context. 
Any third party which obtains access to this report or a copy and chooses to rely on it (or any part of it) will do so at its own risk. To the fullest extent permitted by law, RSM 
UK Risk Assurance Services LLP will accept no responsibility or liability in respect of this report to any other party and shall not be liable for any loss, damage or expense of 
whatsoever nature which is caused by any person’s reliance on representations in this report. 

This report is released to you on the basis that it shall not be copied, referred to or disclosed, in whole or in part (save as otherwise permitted by agreed written terms), without 
our prior written consent. 

 

For more information contact 
 
Rob Barnett, Head of Internal Audit  
Robert.Barnett@rsmuk.com  
07791 237 658 
 
Lisa Smith, Senior Manager   
Lisa.Smith@rsmuk.com   
07971 952 373 
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With the use of secure portals for the transfer of information, and through 
electronic communication means, remote working has meant that we have 
been able to complete our audit and provide you with the assurances you 
require. It is these exceptional circumstances which mean that 100 per cent of 
our audit has been conducted remotely. 

Why we completed this audit 
An Advisory Review of some of the Council Owned Companies was 
undertaken at South Kesteven District Council as part of the approved internal 
audit periodic plan for 2021/22.  

Over recent years, the Council has set up several wholly owned companies 
with the purpose of providing greater flexibility in how the Council can operate 
and deliver on their strategic objectives. The Council owned companies 
reviewed were: 

 EnvironmentSK Ltd;  

 InvestSK Ltd; 

 LeisureSK Ltd; and 

 Gravitas Housing Ltd. 

Our review aimed to assess the controls in place from the Council’s 
perspective on how the Council maintains adequate financial and governance 
arrangements for those companies operating on behalf of the Council. 

Our review focused on key areas of governance controls including contracts in 
place between the Council and its owned companies; approval of business 
plans and the detail documented within each plan; performance reporting 
mechanisms in place between each company; plus financial controls in place 
for any loans or grants provided by the Council and the Council’s Companies 
Committee who provide oversight of the companies or other venture business 
planning processes to ensure alignment with the Council’s overarching 
strategy. 

Conclusion  
Overall, we found that there are controls in place for the governance and 
financial controls between the Council and the Council owned companies.   
However, these controls were not always strictly adhered to and weaknesses 
were identified within the controls.  

Two medium and three low priority management actions have been agreed 
with the Deputy Chief Executive and Assistant Director of Finance and 
included within this report in relation to consistency of performance reporting, 
defining roles and responsibilities, updating service specifications, consistency 
of business plans across the Council owned companies and updating of the 
Companies Committee’s Terms of Reference. 

As this review was undertaken as an Advisory Review, no formal opinion has 
been provided. 

Key findings 

We identified the following findings: 

 

A formal Service Level Agreement (SLA) or Service Specification is in 
place between each company and the Council apart from Gravitas 
Housing Limited, which outlines the relationship in detail. Gravitas 
Housing Limited does not require an agreement due to the nature of the 
work with the company being in place to deliver on one housing project 
and no ongoing support being provided from the Council. 

 

For each company we were able to evidence that a tailored Articles of 
Association is in place, or the model Articles of Association provided 
by Companies House, which specifies the regulations for each 
company’s operations, details members rights and defines the 
company’s purpose. 

EXECUTIVE SUMMARY – COUNCIL OWNED COMPANIES 

Page 10 of 23



     

 
 

    3
 

 

 

Review of the Companies Committee’s Terms of Reference (TOR) 
confirmed that this outlines the frequency of the meetings to be 
conducted and review of minutes confirmed these were adhered to. 

 

We were able to obtain insurance documentation to evidence that 
sufficient insurances and liabilities are in place for each of the Council 
owned companies, to ensure adequate cover and security is in place 
for both the company and its Directors. These were confirmed as in 
date and valid at the time of the review. 

 

For each of the companies included within the review, it was 
confirmed that the Directors and Board Members had been approved 
by the Companies Committee. This is how the Council ensure there 
are no conflicts of interest, and an appropriate skills mix is in place to 
run the company. 

 

Review of Council, Cabinet and Companies Committee meeting 
minutes confirmed that funding provided to each company had been 
formally approved by the Council and for EnvironmentSK and Gravitas 
Housing Limited, a loan agreement is in place detailing repayment and 
rates. The remaining two companies have grants provided by the 
Council which are approved annually as part of the budget approval 
process. 

Further testing confirmed that the loans provided to the Council owned 
companies for starting up are repaid in line with the loan agreement to 
the Council by the two companies; and in all instances, financial 
information was reported through to the Companies Committee in line 
with frequencies documented within the work programme. 

However, we have identified the following findings which have led to two      
medium and three low priority actions: 

 

Although a Work Programme is in place which is presented at each 
Companies Committee documenting the timeframes for each company to 
provide an update to the Committee and what they are required to report,  

this lacks detail and Directors of the Council owned companies feel that 
some information requested is not applicable to the Committee and not 
required. Furthermore, through review of Companies Committee minutes, 
there is an inconsistency and disparity in what documents are produced 
and reported by each company due to a lack of formal guidance. This 
leads to Members questioning why the other companies are not 
presenting the same and further requests for documentation. 

 

A Companies Committee Workshop – Key Messages & Conclusions 
session was held on 28 July 2020 with attendance from Companies 
Committee Members and Cabinet Members which included members 
with positions on the Company Boards and other Company Directors. 
The outcomes from the Committee were to define the reporting 
requirements and frequency for each company through to the Companies 
Committee.  
Now a year has passed since the workshop, a follow up should be 
conducted to ensure it has met its objectives, otherwise the Committee 
may not be operating as effectively as possible. 

 

EnvironmentSK (ESK) have in place a Services Specification, which 
was in place between the previous grounds maintenance provider and 
South Kesteven District Council and was for the period 1 March 2014 to 
28 February 2018 with the option for 24-month extension. This requires 
updating to reflect the actual processes and requirements in place 
between the Council and ESK as opposed to the relationship between 
the Council and the previous provider. Some inconsistencies and 
inaccuracies have been identified by the Directors with the Services 
Specification such as the dimensions and boundaries of some of the 
areas covered for grounds maintenance and therefore these need 
further updating. 
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A comparison of the Service Specification for each of the four companies 
identified that reporting requirements had been documented for all 
companies, except for InvestSK; therefore, as good practice, InvestSK 
should document reporting requirements within their agreement of 
services.  

 

Documented Business Plans were in place for each of the four companies, 
however, these were not always consistent with the use of varied templates 
and inconsistent documenting of risks, and these plans require updating 
annually to ensure they reflect current plans and statuses of the companies.

 

The Companies Committee’s Terms of Reference (TOR) were reviewed, 
and feedback was provided from the Directors of the Council owned 
companies that the Committee can query operational matters which are 
outside their remit. As the Committee is still new, due to only being 
formed in November 2019, a review of the TOR would also be beneficial 
to confirm these are kept up to date with the roles and responsibilities 
and include quorum as good practice. 
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2. DETAILED FINDINGS AND ACTIONS 
 

This report has been prepared by exception. Therefore, we have included in this section, only those areas of weakness in control or examples of lapses in 
control identified from our testing and not the outcome of all internal audit testing undertaken. 

Area: Agreement of Services  

Control: A formal Service Level Agreement (SLA) or Contract is in place between the Council and the four Council 
owned companies which outlines the roles and responsibilities of both parties in detail. This is signed and 
dated by both parties. 

Assessment: 

Control 

Compliance 

 

 

x 

Findings / 
Implications 

InvestSK 

InvestSK (ISK) have in place an Agreement of Services which was created on 17 October 2018. This is a rolling agreement valid until 
terminated by either party and the conditions for termination have been included within the contract. The contract had also been signed by 
both parties. The agreement details the services and obligations that ISK are required to provide to the Council and adhere to. This states 
that funding has been provided, with the intention to enable ISK to deliver initiatives which drive significant growth in the economy of South 
Kesteven, as well as progressing an important programme of associated delivery such as enhancing the District’s town centres, 
developing the skills required for businesses to flourish, making the most of South Kesteven’s visitor economy and celebrating arts and 
heritage.  

The Council’s obligations are also detailed; these require that payments are made to ISK within 30 days upon receipt of an invoice unless 
the amount is disputed and, where this occurs, the Council will notify InvestSK immediately of the dispute giving full reasons. We were 
however unable to identify any reporting requirements within the agreement. 

LeisureSK 

LeisureSK (LSK) have in place a Leisure Services Specification which was created in November 2020. The contract has been signed by 
the Council and LSK. The Services Specification details the required performance standards LSK must meet such as maintaining 
accreditations and receiving customer feedback. It also details the services that LeisureSK must provide at the specified leisure facilities. 
The specific leisure facilities that the Services Specification cover have also been documented. The Services Specification has been 
specifically structured to provide a clear understanding on the required outcome, performance standards and reporting requirements.  

The required outcome structure provides LSK with a high-level view of the required outcome of each element of the services. Performance 
standards determine the level of performance that LSK are required to meet, and these establish whether LSK is meeting the Council’s 
requirements. The introduction section also makes clear that the monitoring of LSK’s achievement of the Performance Standards will be 
measured in accordance with the Specification Agreement, and LSK are obliged to report on their performance in accordance with and to 
meet the Performance Standards set out in this Specification Agreement. 

Specific reporting requirements have been specified as LSK being required to provide a Monthly Performance Monitoring Report to the 
Council containing evidence pertaining to the delivery of the Council’s outcomes and action points will be documented where non-
compliance is identified. 
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Area: Agreement of Services  

EnvironmentSK 

EnvironmentSK (ESK) have in place a Services Specification which was created between the previous grounds maintenance company 
and South Kesteven District Council for the period of 1 March 2014 to 28 February 2018 with the option for 24-month extension. 
Therefore, this requires updating to reflect the current requirements and relationship between ESK and the Council including reporting 
requirements. The Projects Officer for Corporate Operations confirmed there is a signed version of the contract, however, this had not 
been provided as part of the audit as it is in the Legal Deed Store. 

Prior to incorporation of ESK, grounds maintenance service was contracted to a private company. When ESK was incorporated, they 
adopted the existing service specification in order to not destabilise the teams in place and service being provided as staff also  TUPE 
transferred over. However, it was confirmed with the Directors of ESK that the specification is not wholly accurate in terms of the 
dimensions of some areas covered for grounds maintenance. The Council need to ensure that the specification is reviewed and updated 
to ensure it reflects its operational requirements.  This can then be presented to the Directors of ESK to determine whether there are any 
financial implications arising from any changes. Review also confirmed there are many areas within the document that are now not valid or 
out of date and require updating such as requirements to report to Shareholder Committee which no longer exists. 

Gravitas Housing 

The Assistant Director of Finance advised that there is no specific service level agreement, specification or contract in place between the 
Council and Gravitas as there is no ongoing support from the Council financially. The arrangements for Gravitas are with external parties, 
specifically the property agents.  

Management 
Action 1 

InvestSK 

The Council should ask ISK to document reporting requirements 
within the Agreement of Services.  

EnvironmentSK  

The Council should ask ESK to update the Service Specification 
to reflect the new relationship between the company and the 
Council and include areas such as current reporting requirements. 

Responsible Owner:  

Director of Growth & Culture 

 

Director of Commercial & Operations 

Date:  

31 January 
2022 

31 July 2022 
 

Priority: 

Low 
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Area: Business Plan   

Control: Each Company has an approved Business Plan drafted by the Directors which includes details of the 
company structure and the Council owned companies’ objectives, and financial plans. This is updated 
annually as required and is formally presented to the Companies Committee. 

Assessment: 

Control 

Compliance 

 

 

x 

Findings / 
Implications 

For all four companies where we were able to evidence and obtain detailed Business Plans dated: 

 InvestSK – September 2020; 
 LeisureSK – January 2021; 
 EnvironmentSK – June 2021; and 
 Gravitas Housing – January 2017. 

The Business Plans followed a similar theme with key areas included such as an executive summary including keys to success, 
background to the company including ownership and services provided, marketing and sales, and financials such as actuals and 
projections. 

The Business Plans link in with the overarching Council Strategy and objectives by delivering products and services to the public and 
enhancing their delivery in these designated areas. 

The following exceptions and issues were identified: 

InvestSK 

This plan was last updated in September 2020 and is required to be updated annually, and therefore, is due for update at the time of the 
audit to confirm it is up to date with current processes and plans. 

LeisureSK 

One of the key differences noted in comparison to other Business Plans was that the plan had not considered or documented any 
business risks and implications, which is something the business should incorporate moving forwards. 

EnvironmentSK 

The Business Plan is required to be formally updated annually and is in the process of being updated, prior to being discussed at 
Companies Committee later in 2021. One of the Directors of ESK confirmed that this is taking place and is on track. 

Gravitas Housing 

Through review, it was identified this document requires updating as it contains out of date references to the Shareholder Committee 
which is no longer in place and further developments have occurred since the introduction of this Business Plan in 2017. 

In the September 2020 Companies Committee meeting, following the Workshop conducted in July 2020, the Committee agreed a 
standard preferred template for Business Plans to follow and cover all areas they would require to see and follow a consistent template 
across the companies. However, as the Business Plan was created in 2017, the new standard template is not followed as this was created 
in 2020. This Business Plan is also required to be updated annually in line with other Companies.  
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Area: Business Plan   

In June 2021, while providing an update to the Committee, the Committee was told that the Business Plan is still valid as it relates to the 
same project and is continuing to deliver against this. 

Management 
Action 2 

InvestSK 

The Council should ask ISK to update the Business Plan annually 
and document within the version control in line with the review 
period of the other Companies. 

LeisureSK 

The Council should ask LSK to update the Business Plan to 
include risks to the company in line with the other Companies 
Business Plans. 

EnvironmentSK 

The Council should ask ESK to continue to formally update the 
Business Plan and document within the version control. 

Gravitas Housing 

The Council should ask Gravitas to update the Business Plan in 
the new template and presented to the Companies Committee. 
This will then be formally reviewed, updated and presented 
annually. 

Responsible Owner:  

Director of Growth & Culture 

 

 

Head of Leisure 

 

 

Director of Commercial & Operations 

 

 

 

Assistant Director of Finance 

Date:  

31 January 
2022 

 

31 January 
2022 

 

31 March 2022 

 

 

 

 

31 March 2022 

Priority: 

Low 

 

Area: Performance Reporting   

Control: Performance of each company is reported to the Companies Committee twice per year which is outlined in 
the annual work plan provided to the Companies Committee. 

Assessment: 

Control 

Compliance 

 

 

x 

Findings / 
Implications 

Companies are required to provide an update to the Companies Committee of their performance and progress against the Business Plan 
as a minimum twice per year. Review of the Companies Committee minutes from the 2020/21 year and 2021/22 year confirmed 
performance updates were provided for each company on: 

 InvestSK – June 2021 and September 2020. 
 LeisureSK – September 2021, February 2021, October 2020 and September 2020. 
 EnvironmentSK – September 2021, June 2021, September 2020 and June 2020. 
 Gravitas Housing – June 2021, February 2021 and September 2020. 

Reports provided as part of these strategic performance updates include financial performance and progress against the Business Plans. 
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Area: Performance Reporting   

The following details any exceptions and issues with regards to strategic performance reporting: 

InvestSK 

The next update is due in November 2021. Updates provided at these meetings have included details of financial performance, 
performance and progress against the Business Plan. However, in 2020 this was only provided once and did not adhere to the agreed 
timeframe of a minimum six-monthly update due to some meetings being cancelled due to Covid-19. 

EnvironmentSK 

The only deviation from the Work Programme set by the Companies Committee for strategic performance reporting related to the April 
2021 meeting which was cancelled where the Management Accounts and AGM Notes were required to be submitted. Financials were 
instead presented at the June 2021 meeting. 

 

Overall, for the Companies, a Work Programme is in place which is presented at each Companies Committee documenting the 
timeframes for reporting of each company and what they are required to report. However, through discussion with key Directors for each 
company that there is still some disparity and confusion as to exactly what should be presented in terms of detail and documentation as 
some is commercially sensitive or operational. Therefore, they feel that some of this information is not applicable to the Committee and not 
required. 

In addition, through review of Companies Committee meeting minutes and performance packs, an inconsistency of the level of detail and 
volume being reported through to the Committee varied from company to company due to the lack of formal guidance on what should be 
presented. This leads to Members questioning why the other companies are not presenting the same and leads to further requests for 
documentation.  

Management 
Action 3 

The Work Programme should be further developed to provide 
specifics on the level of detail required by each company to 
ensure only information required is in accordance with the terms 
of reference of the Committee. The work programme should be 
developed by the Companies Committee Members and follow the 
terms of reference for the Committee. 

Performance templates will be created to ensure consistency from 
all Companies reporting into the Companies Committee. These 
will include standard metrics agreed by the Council and include 
financial performance reporting against the business plan. 

Responsible Owner:  

Head of Democratic Services 

Date:  

31 March 2022 

Priority: 

Medium 
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Area: Companies Committee    

Control: A Companies Committee is in place which is responsible for overseeing and assessing strategic 
performance of Council owned companies. This includes reviewing strategic performance updates and 
scrutiny of business plans. A detailed Terms of Reference (TOR) is in place which clearly outlines their roles 
and responsibilities. 

Assessment: 

Control 

Compliance 

 

 

x 

Findings / 
Implications 

The first meeting of the Companies Committee was conducted on 19 November 2019 with this Committee replacing the Shareholder 
Committee. As part of this initial meeting, the Terms of Reference (TOR) for the Companies Committee were outlined and the 
membership, frequency and purpose were clearly documented. The primary purpose of the Committee is to provide oversight of company 
or other venture business planning processes to ensure alignment with the Council’s overarching strategy whilst recognising the 
operational independence of the company/venture.  

The remit of the Committee outlined is to: 

• Consider proposals on the creation of any new company or joint venture, and make recommendations to Cabinet as to the need, 
desirability and business objectives of the new entity prior to its creation;  

• Approve and monitor Strategic Business Plans of any new company/joint venture together with any substantive changes to those plans;  

• Have oversight on an annual basis of the Strategic Business Plans of existing companies/joint ventures and to consider any substantive 
changes to those plans;  

• Receive reports and evaluate strategic performance, including financial performance, against Strategic Business Plans; 

• Make recommendations to the Cabinet on:  

- Appropriate skills and expertise at Board level;  

- The strategic objectives; 

- The strategic direction; and  

• Approve the appointment of company directors, subject to the Articles of Association of the company concerned. 

Although the TOR contents recognise the remit of the Committee, feedback has been provided from the Directors of the Companies that 
the Committee can query operational matters and therefore the TOR should be made clearer to outline the specific strategic matters to 
consider and make clearer the boundaries for the Committee. Furthermore, as good practice, since the Committee is still new due to only 
being formed in November 2019, a review of the TOR would be beneficial to confirm these are kept up to date with the roles and 
responsibilities. Furthermore, quorum could not be identified through review of the TOR and therefore this should be added as good 
practice. 

Management 
Action 4 

The Companies Committee Terms of Reference should be 
reviewed and updated to specifically detail the strategic remit of 
the Committee and to ensure they remain up to date. This should 
include objectives of the Committee, their roles and 
responsibilities and areas not to be covered. 

Responsible Owner:  

Head of Democratic Services 

Date:  

31 May 2022 

Priority: 

Low 
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Area: Companies Committee    

Feedback from the Companies could be requested to identify any 
improvements from their perspective. 

Quorum for the Companies Committee should be agreed and 
documented within the TOR. 

 

Area: Training    

Control: Training has been provided to each of the Company Boards to formally detail their role and requirements. Assessment: 

Control 

Compliance 

 

 

x 

Findings / 
Implications 

In relation to training, within the Council, a Companies Committee Workshop – Key Messages & Conclusions session was held on 28 July 
2020 and presented back to the Committee on 22 September 2020. This session had attendance from the Companies Committee 
Members and Cabinet Members which included members with positions on the Company Boards and other Company Directors. The 
outcomes from the workshop were to define the reporting requirements and frequency for each company to report through to the 
Companies Committee. This is now used to inform the Companies Committee Work Programme. Following the completion of this session 
in July 2020, now a year has passed, without a follow up workshop, there is a risk the objectives of this meeting may not have been met or 
may need altering for the coming year. 

Management 
Action 5 

A follow up workshop for the Companies Committee will be 
conducted to assess the effectiveness of the Committee and 
whether the desired outcomes from the previous workshop have 
been achieved. 

An annual exercise should be completed by the Companies 
Committee to assess effectiveness and maturity of the 
Committee. 

Responsible Owner:  

Head of Democratic Services 

Date:  

28 February 
2022 

Priority: 

Medium 
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With the use of secure portals for the transfer of information, and through 
electronic communication means, remote working has meant that we have 
been able to complete our audit and provide you with the assurance you 
require. It is these exceptional circumstances which mean that 100 per cent of 
our audit has been conducted remotely. Based on the information provided by 
you, we have been able to sample test.  

Why we completed this audit 
A review of the Medium Term Financial Planning (Budget Proposals) was 
undertaken at South Kesteven District Council as part of the approved internal 
audit periodic plan for 2021/22. 

The Council aim to provide core local services including economic 
development, planning, housing, leisure, wellbeing and environmental 
services for local communities. The Council are funded via three main 
sources: direct funding from national government (central government grants), 
a tax on commercial properties (business rates) and a tax on residential 
properties (council tax). This requires the Council to have a tight grasp on 
expected income and expenditure for which they prepare an annual Medium 
Term Financial Plan which sets out the financial plan for the coming year. 
Therefore, it is important to audit this process to ensure controls are in place 
and working effectively to achieve this. 

The Budget Proposals are actively monitored and reported monthly to the 
Finance Economic Development and Corporate Services Overview and 
Scrutiny Committee (FEDCO) to provide continual reporting and assurance of 
the financial status of the Council. 

Conclusion  
Overall, the review identified that the Council have a robust framework in 
place in which the Budget Proposals are developed and reviewed.  

 

 

We have identified elements of the process which are not formally 
documented, which has resulted in two ‘low’ priority management actions 
being agreed with management.  

Internal audit opinion: 

Taking account of the 
issues identified, the 
Council can take 
substantial assurance 
that the controls upon 
which the organisation 
relies to manage this 
area are suitably 
designed, consistently 
applied and effective. 

 

 

Key findings 

We identified the following areas of good control design which, based on 
our testing, were being complied with in practice: 

 

The Budget Proposals for 2021/22 and the indicative Budgets for 
2022/23 and 2023/24 were written by the Assistant Director of 
Finance and reviewed and signed off by the Head of Finance and 
Chief Executive in December 2020 with final sign off undertaken by 
the Cabinet Member for Finance and Resources on the 30 
December 2020.  

  

EXECUTIVE SUMMARY – MEDIUM TERM FINANCIAL PLANNING  
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The Budget Proposals for 2021/22 are directly reported to the Joint 
Overview and Scrutiny Committee with recommendations 
highlighted before being presented to Cabinet where further review 
and recommendations are put in place prior to being presented to 
Council for approval. This was confirmed through review of meeting 
minutes and report packs. 

Additional monitoring is undertaken throughout the year by the 
Finance Economic Development Corporate Services Overview 
Committee (FEDCO) to provide reviews who in turn directly report to 
Council. Overspends are reported via these governance forums to 
provide oversight and understanding of the reasons. 

 

The Council carry out appropriate scenario planning/sensitivity 
analysis and allocate potential detrimental risks to the Council`s 
budget and ensure an appropriate monitoring framework is in place 
to continually review risks associated with the budget. 

 

The Council use a third party analysis company to provide the 
Council with comprehensive data of projections and assumptions 
for councils across the country and parliamentary updates which 
provide the Council with critical information in order to underpin 
the financial projections.  

 

Budget Proposals for 2021/22 and the indicative budget 
proposals for years 2022/23 and 2023/24 written by the Assistant 
Director of Finance are reviewed and scrutinised by the Overview 
and Scrutiny Committee and FEDCO on a monthly basis to 
ensure continual monitoring and to provide recommendations. 
Budget Proposals are provided to Cabinet annually for review and 
sign off. 

 

The Council have a formulated risk register in place as part of the 
Budget Proposal for 2021/22 to list, monitor and review potential 
overspend in high-risk budget areas with an appropriate owner for 
review. 

We identified the following findings where management actions were 
agreed: 

 

It was confirmed at present, the Budget Proposals for 2021/22 are 
not directly linked to the Corporate Plan. The Corporate Plan was 
approved in October 2020 and will now be linked going forwards. 
(Low) 

 

It was confirmed that there is currently no set policy within the 
Council in relation to validating savings as actual as opposed to 
aspirational or forecast. It was further confirmed that the built-in 
savings within the Budget Proposals for 2021/22 are not entirely 
documented and there is currently no savings programme to 
review. (Low) 
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DETAILED FINDINGS AND ACTIONS 
This report has been prepared by exception. We have therefore only included in this section those areas of weakness in control or examples of lapses in 
control identified from our testing and not the outcome of all internal audit testing undertaken. 

Objective: Effective management of finances and delivery of planned savings. 

Control 1 

 

Missing Control: 

The Medium Term Financial Plan is directly linked to the Council’s three year Corporate Plan and stated 
ambitions. 

Assessment: 

Design 

Compliance 

 

× 

- 

Findings / 
Implications 

It has been confirmed by the Assistant Director of Finance that the Budget Proposals for 2021/22 is currently not directly linked to the 
Corporate Plan and this was further confirmed through review of these documents. This is currently work in progress, and it is noted 
that following the appointment of the new Chief Executive in March 2020 and the new Corporate Plan being agreed and implemented in 
October 2020, the Budget Proposals for 2021/22 will be aligned to the Corporate Plan during the 2021/22 financial year. 

There is a potential risk whereby the Corporate Plan may not be achieved as the Budget Proposals are not directly linked to the aims 
documented and therefore may not align. 

Management 
Action 1 

Management will ensure that the Budget Proposals 2021/22 and 
indicative proposals for 2022/23 and 2023/24 will be directly 
linked to the Council`s Corporate Plan moving forwards. 

Responsible Owner: 

Assistant Director of Finance  

Date: 

31 January 
2022 

Priority: 

Low 

     

Objective: Effective management of finances and delivery of planned savings. 

Control 2 

 

Missing Control: 

The Council have a process for validating savings as actual and not aspirational or forecast savings. 

Assessment: 

Design 

Compliance 

 

× 

- 

Findings / 
Implications 

It has been confirmed by the Assistant Director of Finance that there is currently no set policy within the Council in relation to validating 
savings and confirmed that the built-in savings within the Budget Proposals for 2021/22 are not well documented and there is currently 
no savings programme that can be currently reviewed for this program of work. 

The Assistant Director of Finance has confirmed that aspirational and forecast savings are documented within the Budget Proposals for 
2021/22 and are reviewed and reported to the Joint Budget Overview and Scrutiny Committee prior to being presented to the Council. 
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Through review of the Budget Proposals for 2021/22 and the indicative Budgets for 2022/23 and 2023/24 it was confirmed that there is 
a clear tabled guide of the outlined potential savings incorporated into the report which details the Key Budgetary Proposals for 2021/22 
including but not limited to: 

 Removal of public convenience attendants in Grantham and Stamford; 

 Increase of internal recharges to the General Fund from the Housing Revenue Account for 2021/22 of £150k to reflect the 
increased central support that is required to respond to the findings arisen from the Internal Audit compliance report; 

 Corporate salary reductions arising from targeted service reviews; and 

 Car parking tariff improvements (resulting in additional income). 

Each section of potential savings is then further split with commentary and an estimated figure of saving for the Council, provided that 
delivery is attained. 

There is a risk whereby forecast and projected savings outlined within the Budget Proposals are not recorded as actuals resulting in the 
accurate figures of how much savings has been recorded and reported. 

Management 
Action 2 

Management will ensure that the process for validating savings 
will be recorded and reported as actual savings and not 
aspirational or forecast savings. 

Responsible Owner: 

Head of Finance and ICT 

Date: 

30 November 
2021  

Priority: 

Low 
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