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Southend-on-Sea Borough Council
Report of Director of Finance & Resources

to
Shareholder Board

on
25 September 2018

Report prepared by: Ian Ambrose
Head of Corporate Finance
Governance Arrangements

Policy & Resources Committee 
Cabinet Member: Councillor John Lamb

A Part 1 Public Agenda Item

1 Purpose of Report

To explore the terms of reference for the Shareholder Board as agreed by 
Council.

2 Recommendation

That the Shareholder Board:
2.1 Note the terms of reference agreed by Council; and
2.2 Agree the forward work plan.

3 Background

3.1 Following a commerciality review considered by Cabinet in November 2017, 
Council agreed the formation of a Shareholder Board to look after the Council’s 
interests in its growing portfolio of subsidiary companies.

3.2 The Council agreed a set of terms of reference for the Shareholder Board, 
delimiting the actions of the Board in its shareholder role, as against other roles 
such as contract management, investor and service provider.

3.3 The Council’s interests in joint ventures and trusts are managed directly by 
Cabinet.

4 Terms of Reference

4.1 The Council’s currently owns six companies, although only two are actually 
trading. The companies are:

 South Essex Homes
 Southend Care
 Southend Housing (yet to trade)
 Southend Independent Living (ceased trading)
 Southend Trading Corporation (ceased trading)
 Southend Business Services (yet to trade)
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South Essex Homes has its own wholly owned commercial subsidiary South 
Essex Property Services.

4.2 Details of the companies can be found at Appendix 1.

4.3 The Council is not just the shareholder of these Council Companies. As owner, 
the companies still involve the expenditure of public money and the stewardship 
of public resources. It is not sufficient to create a company to deliver certain 
functions and then effectively treat it as a contractor. The Council needs to be 
more proactive if it wants to fully exploit the potential of the Council Companies 
to add value and benefit for our residents

4.4 It is important to distinguish between the various relationships that the Council 
has when engaging with its subsidiary companies, i.e.

 Shareholder / Owner
 Client side
 Investor / Funder
 Service provider

This is demonstrated diagrammatically below.

Shareholder Client Side

To ensure the 
company is well run 
and well managed

Monitoring 
performance of the 
company in line with 
its vision / objectives

Monitoring investment

Activities of the 
company in line with 
shareholders 
agreement

Hold Directors to 
account 

Elect / remove 
Directors

Approve business 
plan

No direct involvement 
in company 
management

Contract 
management 

Services 
commissioned – 
ensuring they are 
being delivered

Assurance of service 
delivery in line with 
strategy and 
contract

Assurance of value for 
money in line with 
priorities and budgets

Ongoing Governance 
arrangements and 
monitoring working 
relationships at all 
levels between client 
and company

Investor / Funder Service Provider

Investment decision – 
terms of loan 
including amounts / 
duration / repayment 
basis etc.

Monitoring against 
expenditure 

Monitoring 
repayments

Covenant review

Financial Guarantees

Provision of back 
office and other 
support functions – 
ensuring the 
Council’s systems 
are set up for 
commercial activity

Secondment / 
Charging of staff to 
company 

Develop SLA or other 
service contract

Monitor performance 
against agreed 
standards

Required to establish 
an appropriate and 
auditable charging 
regime
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4.5 The Shareholder Board has been set up to manage the first relationship. 

4.6 Where the company provides services to the Council, there is an officer client 
side who manage the relationship to ensure delivery against the agreed service 
contract. The reverse also happens in that the Council is a back-office service 
provider to the active companies and as such the companies will monitor 
service delivery to them. It is also possible that the Council will take the role of 
investor or funder to the companies. This is essentially a S151 matter, reported 
and agreed through Cabinet. To date the Council has not provided equity 
finance to the companies, but has provided cash flow loans and financial 
guarantees relating to underwrite the company LGPS pension deficits to enable 
on-going trading.

4.7 The shareholder / owner role, and the questions that the Shareholder Board can 
usefully ask, and revisit on a regular basis were set out in the November 2017 
Cabinet report as follows:

Council as Shareholder Council as Owner

Holding Directors / Board to account
 Against objectives set
 Against performance set
 Against business plan
 Against financial performance
 Annual report and accounts 

What sort of return is wanted
 Dividend
 Reduced price
 Other / wider community benefit

What does the Council want from its 
companies
 Teckel compliant access
 Reduced cost base 
 Profit
 Buyer of Council / other 

subsidiary services
 Support services on a commercial 

basis
 Arbitrage on borrowing / assets 

etc 

What does the Council want the 
company to do
 Strategic fit
 Service provider
 Market maker
 Provider of last resort
 Market competitor
 Market intervention

How does the Council protect its 
interests
 Board representation
 Agreed policies and procedures 

(common across the group)
 Nolan principles
 Conflicts of interest
 Code of Practice between the 

Council and its companies
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4.8 The terms of reference of the Shareholder Board agreed by Council is shown at 
Appendix 2.

5 Work Plan

5.1 A distinct role for the Shareholder Board will be to receive each company’s 
annual accounts, and to review their forward business plans. Both of these 
functions are elsewhere on this agenda. 

5.2 Other potential future work areas are likely to be

 Shareholder agreement for South Essex Homes Limited – an exercise is 
underway to refresh the management agreement between the Council and 
its arm’s length housing management organisation. The existing agreement 
was written when the ALMO was first set up in 2006 at a time when it was a 
single purpose organisation. As such the management agreement both 
codified its shareholder / owner arrangements and the HRA housing 
management service specification. Since then South Essex Homes has 
diversified it work with the Council and other organisations beyond 
managing the Council’s housing stock. It is appropriate therefore that the 
refreshed management agreement concentrates on expectations for HRA 
housing management, effectively setting out the service provider and client 
side arrangements for management of the Council’s housing stock, and a 
separate shareholder agreement being created that sets out the relationship 
between the Council as shareholder and owner and South Essex Homes 
Limited as a whole.

 Shareholder agreement for Southend Care Ltd – on a similar basis it would 
be appropriate to formalise a shareholder agreement for Southend Care Ltd. 
That company has articles of association that govern the operation of the 
company and a separate service contract, but no statement covering the 
relationship between the Council as shareholder and owner and Southend 
Care Ltd as a whole.

 Shareholder agreement for Southend Housing Ltd – Cabinet have approved 
the formation of a housing and investment company, together with high level 
objectives. That company has legally been formed, although it has yet to 
commence trading. There is now a report due to Cabinet setting out the 
housing investment approach and indicative investment funding 
requirement. Following that a shareholder agreement can usefully be drawn 
up. The Shareholder Board should also review the forward business case 
once the company is properly trading.

5.2.1 Members are asked to consider whether there are any other areas of 
shareholder interest they would like to see coming to future meetings of the 
Shareholder Board.
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6 Other Options

This report merely sets out the agreed governance arrangements for the 
Shareholder Board. No other options were therefore considered.

7 Reasons for Recommendations 

To properly explore and understand the terms of reference of the Shareholder 
Board as it starts it work, in order to properly address the Council’s shareholder 
role, heighten awareness and aid transparency to the governance 
arrangements of the Council’s companies.

8 Corporate Implications

8.1 Contribution to Council’s Vision & Critical Priorities

The objectives of the Council Companies align with the Council’s vision and 
priorities around housing and vulnerable adults, and the aim to create 
alternative income streams and effective solutions to enable on-going service 
provision.

8.2 Financial Implications

None arising directly from this report, although the proposed approach will bring 
additional transparency and awareness of the finances of the Council 
Companies, and how this interacts with the Council’s own finances. It will also 
bring greater awareness of the financial opportunities and risks associated with 
its companies.

8.3 Legal Implications

None arising directly from this report, although the proposed approach will bring 
sharper focus on the Council’s legal obligations associated with its companies

8.4 People Implications 

None arising from this report

8.5 Property Implications

None arising from this report

8.6 Consultation

None arising from this report

8.7 Equalities Impact Assessment

None arising from this report
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8.8 Risk Assessment

The formation of the Shareholder Board enables detailed Member focus on the 
opportunities and risks that arise out of the Council’s approach to local authority 
trading companies.

8.9 Value for Money

On-going focus on why we have the alternative delivery vehicles and what we 
want from them will enable the Council to more fully exploit their potential to add 
value and benefit for our residents.

8.10 Community Safety Implications

None arising from this report

8.11 Environmental Impact

None arising from this report

9 Background Papers

None

10 Appendices

Appendix 1 Southend on Sea Borough Council Tarding Companies

Appendix 2 Terms of Reference for the Shareholder Board as included in 
section 4.6 in Schedule 2 of Part 3 to the Constitution

6



Appendix 1

Southend on Sea Borough Council Trading Companies

South Essex Homes Limited

 Company Number 05453601
 Incorporated 16 May 2005
 Limited by guarantee
 Wholly owned by Southend-on-Sea Borough Council
 3 Councillors as Directors (Davidson, McGlone, Woodley), 5 independents, 3 Residents. 

No SBC officers
 Primary purpose – management and maintenance of housing stock
 Active

South Essex Property Services Limited

 Company Number 08821807
 Incorporated 19 December 2013
 Limited by shares
 Wholly owned by South Essex Homes Ltd
 3 Independents Directors. 1 SBC officer
 Primary purpose – facilities management
 Active

Southend Care Ltd

 Company Number 10138562
 Incorporated 21 April 2016
 Limited by shares
 Wholly owned by Southend-on-Sea Borough Council
 5 Independents Directors
 Primary purpose – adult social care provider services
 Active

Southend Independent Living Limited

 Company Number 08021188
 Incorporated 5 April 2012
 Limited by shares
 Wholly owned by Southend-on-Sea Borough Council
 2 SBC Officers as Directors
 Primary purpose – disability / elderly equipment services
 Ceased Trading
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Appendix 1

Southend Housing Ltd

 Company Number 10181058
 Incorporated 16 May 2016
 Limited by shares
 Wholly owned by Southend-on-Sea Borough Council
 2 SBC Officers as Directors
 Primary purpose – housing development
 Yet to Trade

Southend Business Services Limited

 Company Number 08291007
 Incorporated 13 November 2012
 Limited by shares
 Wholly owned by Southend-on-Sea Borough Council
 1 SBC Officer as Director
 Primary purpose – provision of support services
 Yet to Trade

Southend Trading Corporation Limited

 Company Number 07828208
 Incorporated 31 October 2011
 Limited by shares
 Wholly owned by Southend-on-Sea Borough Council
 1 SBC Officer as Director
 Primary purpose – provision of telephony services
 Ceased trading

8



4.6 Shareholder Board

4.6.1 Membership

8 Members including the Leader, Deputy Leader and two other Cabinet Members
.

The Chairman shall be the Leader or such other Cabinet Member as the Leader shall 
appoint

Substitutes: Permitted in accordance with Standing Order 31
Proportionality: By convention proportionality shall apply.

4.6.2 Quorum

3

4.6.3 Terms of Reference

a) To provide an effective means of governance of Council Companies and to oversee the 
activities of such Council Companies.
b) To represent the Council’s interests as shareholder and to communicate the Council’s 
views
to the Council Companies.
c) To Safeguard the Council from excessive risk taking or poor performance by the Council 
Companies.
d) To provide assurance that the Council Companies are following the strategic direction and 
objectives which have been agreed and is delivering its service and financial performance.
e) To make recommendations to Cabinet as to any action which needs to be taken as 
corporate shareholder of the Council Companies.

4.6.4 Status of Meetings

Open to the public – save in respect of Part 2 Business

4.6.5 Reports to

Cabinet

9
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Statutory Statement of Accounts 2017/18 Page 1 of 2

Southend-on-Sea Borough Council
Report of the Director of Finance and Resources

to
Shareholder Board

on
25 September 2018

Report prepared by: Ian Ambrose
Head of Corporate Finance

South Essex Homes Limited: Receipt of Accounts 2017/18 
Cabinet Member - Councillor John Lamb

A Part 1 Public Agenda Item

1 Purpose of Report

To present to the Shareholder Board the financial statements of South Essex 
Homes Limited for year ended 31 March 2018, together with the report of their 
auditors.

2 Recommendation

2.1 That the Shareholder Board receives the financial statements of South Essex 
Homes Limited for the year ended 31 March 2018, together with the report of 
the auditors.

3 Background

3.1 A senior representative of South Essex Homes Limited will present this report to 
the Shareholder Board and respond to Members’ questions.

4 Corporate Implications

4.1 Contribution to Council’s Vision & Critical Priorities

Robust oversight of the financial statements of South Essex Homes Limited by 
the Shareholder Board on behalf of the Council play a key part in maintaining 
the Council’s reputation for financial probity and financial stewardship

4.2 Financial Implications

The Statement of Accounts is required to present a true and fair picture of the 
Company’s financial position at 31 March 2018 and also the profit and loss for 
the financial year.

The financial statements also highlight the level of financial guarantees made by 
the Council to underwrite the company’s LGPS pension deficit to enable South 
Essex Homes Limited to continue to trade. As at 31 March 2018 this stood at 
£8.744 Million

Agenda
Item No.

11

4



Statutory Statement of Accounts 2017/18 Page 2 of 2

4.3 Legal Implications

The financial statements of South Essex Homes Limited are governed by the 
Companies Act 2006

4.4 People Implications 

There are no people implications arising from this report

4.5 Property Implications

There are no property implications arising from this report

4.6 Consultation

There are no consultation implications arising from this report

4.7 Equalities Impact Assessment

There are no equalities implications arising from this report

4.8 Risk Assessment

There are no risk implications arising from this report

4.9 Value for Money

There are no value for money implications arising from this report

4.10 Community Safety Implications

There are no community safety implications arising from this report

4.11 Environmental Impact

There are no environmental implications arising from this report

5 Background Papers

Detailed working papers are held by South Essex Homes Limited

6 Appendices

Appendix 1 Report to shareholders on the financial statements of South 
Essex Homes Limited
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Statutory Statement of Accounts 2017/18 Page 1 of 2

Southend-on-Sea Borough Council
Report of the Director of Finance and Resources

to
Shareholder Board

on
25 September 2018

Report prepared by: Ian Ambrose
Head of Corporate Finance

South Essex Homes Limited: Review of Business Plan 2017/18 to 2021/22 
Cabinet Member - Councillor John Lamb

A Part 1 Public Agenda Item

1 Purpose of Report

To present to the Shareholder Board the business plans of South Essex Homes 
Limited for review.

2 Recommendation

2.1 That the Shareholder Board reviews the South Essex Homes Limited Business 
Plan for 2017/18 to 2021/22.

3 Background

3.1 A senior representative of South Essex Homes Limited will present this report to 
the Shareholder Board and respond to Members’ questions.

4 Corporate Implications

4.1 Contribution to Council’s Vision & Critical Priorities

The objectives of the South Essex Homes Limited align with the Council’s vision 
and priorities for Housing, and the aim to create alternative income streams and 
effective solutions to enable on-going service provision

4.2 Financial Implications

There are no direct finance implications arising from this report for the Council. 
However the business plan requires on-going access to financial guarantees by 
the Council to underwrite the company’s LGPS pension deficit to enable South 
Essex Homes Limited to continue to trade

4.3 Legal Implications

There are no direct legal implications arising from this report for the Council

Agenda
Item No.
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4.4 People Implications 

There are no direct people implications arising from this report for the Council

4.5 Property Implications

There are no direct property implications arising from this report for the Council

4.6 Consultation

There are no direct consultation implications arising from this report for the 
Council

4.7 Equalities Impact Assessment

There are no equalities implications arising from this report 

4.8 Risk Assessment

The formation of the Shareholder Board enables detailed Member focus on the 
opportunities and risks that arise out of the Council’s approach to local authority 
trading companies. The South Essex Homes Limited business plan sets out the 
associated risks 

4.9 Value for Money

On-going focus on why we have the alternative delivery vehicles and what we 
want from them will enable the Council to more fully exploit their potential to add 
value and benefit for our residents

4.10 Community Safety Implications

There are no community safety implications arising from this report

4.11 Environmental Impact

There are no environmental implications arising from this report

5 Background Papers
None 

6 Appendices

Appendix 1 Report to shareholders on the Business Plan of South Essex 
Homes Limited

78



79



80



81



82



83



84



85



86



87



88



89



90



91



92



93



94



95



96



97



98



Statutory Statement of Accounts 2017/18 Page 1 of 2

Southend-on-Sea Borough Council
Report of the Director of Finance and Resources

to
Shareholder Board

on
25 September 2018

Report prepared by: Ian Ambrose
Head of Corporate Finance

Southend Care Ltd: Receipt of Accounts 2017/18 
Cabinet Member - Councillor John Lamb

A Part 1 Public Agenda Item

1 Purpose of Report

To present to the Shareholder Board the financial statements of Southend Care 
Ltd for year ended 31 March 2018, together with the report of their auditors.

2 Recommendation

2.1 That the Shareholder Board receives the financial statements of Southend Care 
Ltd for the year ended 31 March 2018, together with the report of the auditors.

3 Background

3.1 A senior representative of Southend Care Ltd will present this report to the 
Shareholder Board and respond to Members’ questions.

4 Corporate Implications

4.1 Contribution to Council’s Vision & Critical Priorities

Robust oversight of the financial statements of Southend Care Ltd by the 
Shareholder Board on behalf of the Council play a key part in maintaining the 
Council’s reputation for financial probity and financial stewardship

4.2 Financial Implications

The Statement of Accounts is required to present a true and fair picture of the 
Company’s financial position at 31 March 2018 and also the profit and loss for 
the financial year.

The financial statements also highlight the level of commercial loan facility 
made available by the Council it assist the company’s cash flow, and the 
financial guarantees made by the Council to underwrite the company’s LGPS 
pension deficit to enable Southend Care Ltd to continue to trade. As at 31 
March 2018, these stand at £564,573 and £5,498,000 respectively.

Agenda
Item No.
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4.3 Legal Implications

The financial statements of Southend Care Ltd are governed by the Companies 
Act 2006

4.4 People Implications 

There are no people implications arising from this report

4.5 Property Implications

There are no property implications arising from this report

4.6 Consultation

There are no consultation implications arising from this report

4.7 Equalities Impact Assessment

There are no equalities implications arising from this report

4.8 Risk Assessment

There are no risk implications arising from this report

4.9 Value for Money

There are no value for money implications arising from this report

4.10 Community Safety Implications

There are no community safety implications arising from this report

4.11 Environmental Impact

There are no environmental implications arising from this report

5 Background Papers

Detailed working papers are held by Southend Care Ltd

6 Appendices

Appendix 1 Report to shareholders on the financial statements of Southend 
Care Ltd

Appendix 2 Financial Statements of Southend Care Ltd for the year ending 
31 March 2018

Appendix 3 Report to the Board of Directors of Southend Care Ltd – Audit 
of the financial statements for the year ending 31 March 2018
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Report to the Shareholder Board on the Financial Statement for Southend Care Limited for 
the period ending 31 March 2018

End of year 1 retained profit / loss compared to the original business plan

The overall loss for the first whole year of trade 1st April 2017 to 31st March 2018, as shown 
in the accounts, page 14, is a retained loss of £284,000. This retained loss, is attributable to 
a year 1 operational loss of £81,000 (including £40,000 interest charges servicing a working 
capital and implementation loan) and one off implementation costs in relation to the set up 
of the Company of £203,000.

 The original Business Plan approved by Southend on Sea Borough Council forecast a 
deficit of £225,000.  It was agreed in the course of the first year that the loan repayment 
of £100,000 will be deferred until SCL becomes profitable.  Therefore, the original 
forecast was a deficit of £125,000. However, regardless, the repayment of any principle 
element of a loan is not a profit and loss entry. So the original business plan, correctly 
restated was a forecast year 1 deficit of £125,000. 

 The actual in year operating loss after interest costs incurred of £40,000 for the first year 
of trade was £81,000.  This outturn is therefore an improvement of £43,000 from the 
original Business Plan.

 This included other cost pressures not recognised in the original Business Plan but 
absorbed by SCL in its first year of operation
 VAT on agency services not accounted for:  £90,000
 Delivery of CHC funded services at Delaware and Viking which were underfunded to 

the tune of £70,000
 Sleepover allowance at Spencer House not budgeted and new minimum wage level 

for 2017/18:  £10,000
 CQC Registration costs, no allowance in budget:  £26,000

 It must be noted, the first year actual final operating loss was also reduced by:
 £109,000 underspend on the Southend Therapy and Recovery Team (START), due to 

in year staff vacancies. Vacant posts are being actively recruited to meet the service 
demand. Therefore, for the financial business plan moving forward, this is modelled 
on a full complement of staff. 

 From 1st July 2017, which was the full operational go live of Southend Care (Phase 1 
and Phase 2), inherited agency staffing levels were naturally high, as the council 
delayed permanent recruitment until Southend Care ltd was fully operational.   Note 
- The block contract only funds permanent positions, and therefore any agency 
spend, plus VAT, occupying established vacant posts is a pressure against the block 
contract.   Throughout 2017/18 Southend Care Ltd therefore actively reduced 
inherited agency spend pressures. Whilst some agency spend will still be required 
(on an as and when basis), it is expected that moving forward the level of required 
agency will be at both a financially affordable and operational required level, 
complementing a directly employed workforce.   
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Separate Pension reserve note 

As shown in the accounts page 14, the separate pension reserve also reflects a net deficit of 
£5,498,000.  Whilst this figure, reflected through the Financial Statement looks daunting, 
this is due to the accounting requirements of IAS19, which reflects the net pension liability 
of Southend Council staff who have TUPE’d across to Southend Care.  This is a notional 
accounting figure, due to the requirement of IAS19 attempting to measure the value of 
future liabilities. Under the requirements of IAS19, Actuaries assessing the current value of 
Pension funds, are required to use the yield from a corporate bond to measure the return 
on investments.  This is generally a lower discount rate than expected the Fund would 
return on an ongoing basis, and a 1% reduction on that discount rate, can increase the value 
of liabilities by 30%.   When setting contribution rates, the Actuary will use the ongoing basis 
and employer contribution rates have continued to be set at 21.9% for the next 3 years. 
Therefore, this has no immediate impact on Southend’s Care financial position.  

It is recommended that the Shareholder Board endorse the Report and Accounts
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The directors present their report and financial statements for the period ended 31 March 
2018. 
 
PRINCIPAL ACTIVITY 
The purpose of the company is to manage adult care services previously delivered by the 
Council. 
 
RESULTS AND DIVIDENDS 
The company's loss for the period, after taxation, amounted to £24,936 before IAS 19 
defined benefit pension adjustments.  The loss after pension adjustments amounted to 
£559,936. 
 
There were no dividends proposed or paid during the period. 
 
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 
In the period to 31 March 2018 the risks to the company based upon its activities to that date 
were not considered significant in nature.  A risk register is being developed and will be 
reviewed at Board level on a regular basis.  Each project within the company will also have 
its own risk registers which will be reviewed and managed by programme and project 
managers. 
 
DIRECTORS AND THEIR INTERESTS 
The directors set out in the table below have held office during the whole of the period from 1 
May 2017 to 31 March 2018 unless otherwise stated.  None of the directors held any 
interests in the share capital of the company. 
 
S Zaidi  
P R Little  
A Hughes  
D P McGowan  
M Capener  
S Houlden (resigned 28 March 2018) 
 
 
STATEMENT OF DIRECTORS’ RESPONSIBILITIES 
The directors are responsible for preparing the Annual Report and the financial statements in 
accordance with applicable law and regulations. 
 
Company law requires the directors to prepare financial statements for each financial period. 
Under that law the directors have elected to prepare financial statements in accordance with 
International Financial Reporting Standards (IFRSs) as adopted by the European Union and 
applicable law. 
 
Under company law the directors must not approve the financial statements unless they are 
satisfied that they give a true and fair view of the state of affairs of the company and of the 
profit or loss of the company for that period.  In preparing these financial statements, the 
directors are required to: 
 

- select suitable accounting policies and then apply them consistently; 
 
- make judgements and accounting estimates that are reasonable and prudent;  and
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- prepare the financial statements on the going concern basis unless it is inappropriate 

to presume that the parent company will continue in business. 
 

The directors are responsible for keeping adequate accounting records that are adequate to 
show and explain the company’s transactions and disclose with reasonable accuracy at any 
time the financial position of the company and enable them to ensure that the financial 
statements comply with the Companies Act 2006. They are also responsible for safeguarding 
the assets of the company and hence for taking reasonable steps for the prevention and 
detection of fraud and other irregularities. 
 
The directors confirm that so far as they are aware, there is no relevant audit information (as 
defined by section 418(3) of the Companies Act 2006) of which the company’s auditors are 
unaware.  They have taken all the steps that they ought to have taken as directors in order to 
make themselves aware of any relevant audit information and to establish that the 
company’s auditors are aware of that information. 
 
BUSINESS REVIEW AND FUTURE PLANS 
Southend Care Ltd has completed its first year of operations. The company started trading 
on the 1 April 2017 when three services from Southend on Sea Borough Council transferred 
into the new company. The three services were Priory and Delaware care homes and Viking 
day centre. The remaining services transferred into the new company on the 1 July 2017. 
These were project 49 Day Services, Shared Lives, Making it Work, START (reablement), 
Spencer House (Supported living) and Care and Support. 
 
Southend Care Ltd is a local authority trading company and its one shareholder is Southend 
on Sea Borough Council. SCL is a Teckal compliant company, based on a 1998 European 
Court of Justice Case. The essence of the case was that contracts may be freely awarded to 
a subsidiary if it is controlled by the public authority, as if it were another department of the 
authority. Subsequent cases have developed the principle to make clear that:  
 

• The Teckal exemption cannot be used if any private sector party owns any part of the 
subsidiary.  

 
• The Teckal subsidiary must perform at least 80% of its activities for its parent 

authority rather than for the open market.  
 

• The Teckal subsidiary can also award contracts back to its parent authority (such as 
purchase of back room services).  

 
The Board of Southend Care has now agreed a new business plan for the next three years. 
This sets out its objectives, key performance indicators and targets for this period. 
Communication with staff and encouraging people to work together has been a priority and 
there are numerous good examples of how this is working.  Southend Care exceeded its 
financial targets for its first year of operations. With solid governance arrangements, it is in a 
good place to grow and develop the business in the coming years. 
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In preparing this report the directors have taken advantage of the small companies 
exemption from the requirement to prepare a Strategic Report. 
 
Approved by the board on    and signed on its behalf by 
 
 
 
D P McGowan 
Director 
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1.   SCOPE OF RESPONSIBILITY FOR SOUTHEND CARE LTD 
 
 Southend Care Ltd (SCL) was formed in April 2016. It is a Local Authority trading 

Company (LatCo). There are 100 £1 shares in the company, owned by Southend on 
Sea Borough Council (SBC). The company started trading on the 1 April 2017 and has 
just completed its first full year. The purpose of the company is to manage adult care 
services previously delivered by the council. Staff who provided these services were 
transferred in 2 tranches, on 1 April 2017 and 1 July 2017. SBC pay SCL a fixed 
amount over 4 years to provide these services (a block contract). In the financial year 
2016/17, the block contract was £5.67m, which covered a part year for some of the 
services. 

 
 SCL is managed by a Board of 5 Directors. The Managing Director and Operations 

Director of the company are both company Directors. There are 3 non-Executive 
Directors, one of whom is the Chair. They have been appointed by SBC on a four year 
fixed term contract. The Board meets monthly and, at present, there are no sub 
committees. 

 
 The Board of Southend Care Ltd currently meets on a monthly basis. The Board 

receive the following reports: 
 

• A budget update measured against the business plan projections; 
• HR updates, including sickness and significant disciplinary issues; 
• KPI's for all the services and explanation for any that are outside agreed 

parameters; 
• An update on the Risk Register; 
• Operational updates from the Managing Director and the Operational Director; 
• Any issues related to the regulator, Care Quality Commission (CQC). 
 

2.   THE PURPOSE OF THE GOVERNANCE FRAMEWORK 
 
 Good governance leads to good management, good performance, good stewardship, 

good public engagement, and ultimately good outcomes for citizens and service users.  
Good governance enables the company to pursue its vision effectively, as well as 
underpinning that vision with mechanisms for control and management of risk. 

 
 The governance framework comprises the systems, processes, culture and values, by 

which the company is directed and controlled and its activities through which it 
accounts to, engages with and serves the community. It enables the company to 
monitor the achievement of its strategic objectives and to consider whether those 
objectives have led to the delivery of appropriate, cost-effective services. 

 
 The system of internal control is a significant part of that framework and is designed to 

manage risk to an acceptable level.  It cannot eliminate all risk of failure to achieve 
policies, aims and objectives and can therefore only provide reasonable, and not 
absolute, assurance of effectiveness. The system of internal control is based on an 
ongoing process designed to identify and prioritise the risks to the achievement of the 
company’s policies, aims and objectives; to evaluate the likelihood of those risks being 
realised and the impact should they be realised; and to manage them efficiently, 
effectively and economically. 
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3.   THE GOVERNANCE FRAMEWORK 
 
 The Key elements of the Governance Framework are: 
 

• Business Planning and Strategy, including Service Improvement plans for each 
service; 

• Financial Reporting including budgetary management; 
• Contract monitoring with SBC on a quarterly basis; 
• Risk Management including Anti-fraud and Corruption, Whistle Blowing and 

Health and Safety; 
• Emergency Planning and Business Continuity; 
• Individual Performance Review (appraisal) being developed; 
• Performance Managing, service delivery and people; 
• Procurement; 
• Complaints and Compliments – Fed into individual services Improvement Plans; 
• Ethical Governance including Codes of Conduct; 
• Meeting the standards set by the regulator (CQC); 
• External assessments (getting Investors in People Accreditation). 

 
4.   REVIEW OF EFFECTIVENESS 
 
 As SCL is such a new company, a review of its governance framework will make more 

sense in a year’s time, when it will be easier to measure what systems are effective and 
what needs to be changed. SBC have decided that all companies owned by them will 
report to a shareholders Board once a year. When this has happened, it may be that 
there are further recommendations as to what other governance arrangements are 
required. 

 
(a) Internal Audit 
 
 Southend Care Ltd does not currently have an SLA with the internal Audit 

department and this will be reviewed after the shareholders meeting has taken 
place. One meeting has taken place with the Internal Audit department at the 
request of SCL. We are keen to review arrangements for how we support 
vulnerable people to look after their money. Internal Audit have agreed to advise 
on whatever proposal we make. 

 
(b)  External Audit 
 
 This is the first year of operating for the company. The company appointed 

Scrutton Bland LLP as external auditors. Any improvements or changes they 
recommend will be considered by the board in due course. 
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(c)  Key Governance Issues: 
 

     GPDR 
 
 SCL are a member of the SBC project working group. There is a draft GDPR plan 

in place and work has been undertaken with all services to review their retention 
schedules to ensure they are in line with the new regulations. 

 
      Development of an Individual Performance Review (Appraisal) System 
 
 An external consultant has been commissioned to develop this. The remit is to 

develop a system that is fair, easy to understand and meaningful for staff. This 
will be implemented over the summer of 2018. 

 
      Policies and procedures (HR and finance) are in place for SCL 
 
 Most polices are in place, but a small number need to be updated in line with SCL 

being a private company with different terms and conditions from SBC. 
 
      Explore need for Internal Audit 
 
 Again, this will be reviewed following the outcome of the shareholder meeting with 

SBC. 
 
      Achieve Investor in People accreditation (IiP) 
 
 Assessor will be on site over the summer of 2018. Achieving IiP will give SCL a 

measure of where the company is in terms of engaging with staff and what 
improvements may be required. 

 
     Shareholder meeting 
 
 Following the shareholder meeting, implement any governance changes agreed 

with the shareholder. 
 
 
 
D P McGowan 
Director 
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OPINION 
We have audited the financial statements of Southend Care Ltd for the period ended 31 
March 2018 which comprise the Profit and Loss Account, the Statement of Other 
Comprehensive Income, the Statement of Changes in Equity, the Statement of Financial 
Position and notes to the financial statements, including a summary of significant accounting 
policies. The financial reporting framework that has been applied in their preparation is 
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the 
European Union.  
 
In our opinion: 
 

• the financial statements give a true and fair view of the state of the company’s affairs 
as at 31 March 2018 and of the company’s loss for the period then ended; 

 
• the financial statements have been properly prepared in accordance with IFRSs as 

adopted by the European Union; and 
 

• the financial statements have been prepared in accordance with the requirements of 
the Companies Act 2006. 
 

BASIS FOR OPINION 
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs 
(UK)) and applicable law. Our responsibilities under those standards are further described in 
the Auditor’s responsibilities for the audit of the financial statements section of our report. We 
are independent of the company in accordance with the ethical requirements that are 
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical 
Standard, and we have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 
 
CONCLUSIONS RELATING TO GOING CONCERN 
We have nothing to report in respect of the following matters in relation to which the ISAs 
(UK) require us to report to you where: 
 

• the directors’ use of the going concern basis of accounting in the preparation of the 
financial statements is not appropriate; or  

 
• the directors have not disclosed in the financial statements any identified material 

uncertainties that may cast significant doubt about the company’s ability to continue 
to adopt the going concern basis of accounting for a period of at least twelve months 
from the date when the financial statements are authorised for issue. 
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OTHER INFORMATION  
The directors are responsible for the other information. The other information comprises the 
information included in the directors’ report other than the financial statements and our 
auditor’s report thereon. Our opinion on the financial statements does not cover the other 
information and, except to the extent otherwise explicitly stated in our report, we do not 
express any form of assurance conclusion thereon. In connection with our audit of the 
financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements 
or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we 
identify such material inconsistencies or apparent material misstatements, we are required to 
determine whether there is a material misstatement in the financial statements or a material 
misstatement of the other information. If, based on the work we have performed, we 
conclude that there is a material misstatement of this other information, we are required to 
report that fact.  
 
We have nothing to report in this regard. 
 
OTHER MATTER 
The comparative figures for the period ended 30 April 2017 are unaudited as the company 
was able to take advantage of exemption from audit under Section 477 of the Companies Act 
2006 relating to small companies and an audit was not required by the shareholder. 
 
OPINIONS ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006 
In our opinion, based on the work undertaken in the course of the audit: 
 

• the information given in the directors’ report for the financial period for which the 
financial statements are prepared is consistent with the financial statements; and 

 
• the directors’ report has been prepared in accordance with applicable legal 

requirements.  
 

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION 
In the light of the knowledge and understanding of the company and its environment 
obtained in the course of the audit, we have not identified material misstatements in the 
directors’ report. 
 
We have nothing to report in respect of the following matters in relation to which the 
Companies Act 2006 requires us to report to you if, in our opinion: 
 

• adequate accounting records have not been kept by the company, or returns 
adequate for our audit have not been received from branches not visited by us; or 

 
• the company financial statements are not in agreement with the accounting records 

and returns; or 
 
• certain disclosures of directors’ remuneration specified by law are not made;  
 
• we have not received all the information and explanations we require for our audit;  or 

 
• the directors were not entitled to prepare the financial statements in accordance with 

the small companies regime and take advantage of the small companies’ exemptions 
in preparing the directors’ report and from the requirement to prepare a strategic 
report. 
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RESPONSIBILITIES OF DIRECTORS  
As explained more fully in the directors’ responsibilities statement set out on pages 2 and 3 
the directors are responsible for the preparation of the financial statements and for being 
satisfied that they give a true and fair view, and for such internal control as the directors 
determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, the directors are responsible for assessing the 
company’s ability to continue as a going concern, disclosing, as applicable, matters related to 
going concern and using the going concern basis of accounting unless the directors either 
intend to liquidate the group or parent company or to cease operations, or have no realistic 
alternative but to do so. 
 
AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS  
Our objectives are to obtain reasonable assurance about whether the financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always 
detect a material misstatement when it exists. Misstatements can arise from fraud or error 
and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these financial 
statements.  
 
A further description of our responsibilities for the audit of the financial statements is located 
on the Financial Reporting Council’s website at: 
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s 
report.  
 
USE OF OUR REPORT 
This report is made solely to the company’s members, as a body, in accordance with 
Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been undertaken so 
that we might state to the company’s members those matters we are required to state to 
them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, 
we do not accept or assume responsibility to anyone other than the company and the 
company’s members as a body, for our audit work, for this report, or for the opinions we have 
formed. 
  
 
Mr Timothy O’Connor (Senior Statutory Auditor) 

For and on behalf of 
Scrutton Bland LLP 
Chartered Accountants & Statutory Auditor 
820 The Crescent 
Colchester Business Park 
Colchester 
Essex 
CO4 9YQ 
 
Date: 
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Notes

1 May  
 2017 to  
 31 March  
 2018 

  21 April 
 2016 to 30 
 April 2017 

                   £ £ 
 
Revenue 4   5,421,212 314,449 
   
    

Staff costs  6 4,859,924 297,013 
IAS 19 pension scheme staff cost adjustment 421,000 - 
Administrative expenses 549,765  273,143 
 ---------------------------------------------------- ---------------------------------------------------- 

OPERATING LOSS (409,477) (255,707)
   
   
Interest payable 7 (36,459) (3,123)
IAS 19 pension scheme interest adjustment (114,000) - 
  -------------------------------------------------- ---------------------------------------------------- 

LOSS BEFORE TAX (559,936) (258,830)
  
Taxation of ordinary activities - - 
  --------------------------------------------------- -------------------------------------------------- 

LOSS FOR THE PERIOD (559,936) (258,830)
  ================================================ ================================================= 

  

  

LOSS ATTRIBUTABLE TO EQUITY HOLDERS (559,936) (258,830)
 =================================================== =================================================

 
 
 
The loss for the financial period before and after 
adjustments required under IAS 19 in respect of 
defined benefit pension schemes is as follows: 
  
    

Loss after tax (24,936)  (258,830)
   
IAS 19 defined benefit pension scheme charges:  
 Staff costs adjustment (421,000)  - 
 Interest costs (114,000)  - 
 ---------------------------------------------------- ---------------------------------------------------- 

Loss for the financial period (559,936) (258,830)
 ===================================================== ===================================================

 
 
 

115



SOUTHEND CARE LTD  
 
Statement of Other Comprehensive Income  
For the Period Ended 31 March 2018 
 

The notes on pages 15 to 26 form part of these financial statements. 
 
 

  
 - 12 -  

 
 1 May  

2017 to  
31 March  

2018 

21 April  
2016 to 30 
April 2017 

                  £ £ 
 
LOSS FOR THE FINANCIAL PERIOD (559,936) (258,830) 
  
Actuarial gains arising from pension liabilities  1,000 - 
Difference between expected and actual return on   
      pension fund assets and other actuarial losses 346,000 - 
 ---------------------------------------------------- ----------------------------------------------------

TOTAL RECOGNISED LOSSES FOR THE PERIOD  (212,936) (258,830) 
 
 

 ===================================================== =====================================================
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                                                                                                             Retained 
                                                              Defined                                  earnings 
                                                               benefit                                 (excluding 
                                                              pension            Share            pension            Total 
                                                               reserve            capital           reserve)           equity 
                                                                    £ £ £ £            
  
Shares issued on incorporation - 1 - 1
Loss for the period - - (258,830) (258,830)
 ----------------------------------------------------- ----------------------------------------- ------------------------------------------------ ------------------------------------------------------- 

Balance at 30 April 2017, as 
    previously reported - 1 (258,830) (258,829)
 ----------------------------------------------------- ----------------------------------------- ------------------------------------------------ ------------------------------------------------------- 

  
Prior year adjustment  
Share capital - 99 - 99
Pension liability upon transfer (2,640,000) - - (2,640,000)
 ----------------------------------------------------- ----------------------------------------- ------------------------------------------------ ------------------------------------------------------- 

Restated balance                         
    at 30 April 2017 (2,640,000) 100 (258,830) (2,898,730)
 ====================================================== ========================================= ================================================= ==================================================== 
     

  
Pension liability upon transfer (2,670,000) - - (2,670,000)
Loss for the period (535,000) - (24,936) (559,936)
  
Other comprehensive income for 
the period 347,000 - - 347,000
 ------------------------------------------------------- ----------------------------------------- ------------------------------------------------- ------------------------------------------------------ 

Balance at 31 March 2018 (5,498,000) 100 (283,766) (5,781,666)
 ====================================================== ========================================= ================================================= ==================================================== 
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                                                                                               Notes

 
31 March  

2018 

Restated 
 30 April 
 2017 

ASSETS £ £ 
  

CURRENT ASSETS   
Trade and other receivables 8 556,345 314,549 
Cash and cash equivalents   9 496,158 349,750 
 --------------------------------------------------- ------------------------------------------------- 

TOTAL ASSETS 1,052,503 664,299 
 ===================== ===================== 
   

EQUITY   
ISSUED CAPITAL AND RESERVES   

Issued share capital 10 100 100 
Retained profits  (283,766) (258,830)
Pension reserve 13 (5,498,000) (2,640,000)
 ------------------------------------------------------- ------------------------------------------------------ 

TOTAL EQUITY (5,781,666) (2,898,730)
   
CURRENT LIABILITIES   

Trade and other payables 11 771,596 380,215 
 -------------------------------------------------- -------------------------------------------------- 

    TOTAL CURRENT LIABILTIES 771,596 380,215 
 -------------------------------------------------- -------------------------------------------------- 

   

NON-CURRENT LIABILTIES   

Pension scheme liabilities 13 5,498,000 2,640,000 
Borrowings        14  564,573 542,814 
 ---------------------------------------------------- --------------------------------------------------- 

TOTAL NON-CURRENT LIABILTIES 6,062,573 3,182,814 
 ------------------------------------------------------ ----------------------------------------------------- 

TOTAL LIABILITIES 6,834,169 3,563,029 
 ---------------------------------------------------- ----------------------------------------------------- 

TOTAL EQUITY AND LIABILITIES 1,052,503 664,299 
 ======================= =======================
 
Under the Companies Act 2006, s454, on a voluntary basis, the directors can amend these 
financial statements if they subsequently prove to be defective. 
 
The company’s financial statements have been prepared in accordance with the provisions 
applicable to companies subject to the small company’s regime. 
 
Approved by the Board on    and signed on its behalf by 
  
 
Damian McGowan 
Director   
   
  
Peter Little 
Director 
 
Company registration number: 10138562
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1. AUTHORISATION OF FINANCIAL STATEMENTS AND STATEMENT OF 

COMPLIANCE WITH IFRS'S 
 
 The company's financial statements for the period were authorised for issue on ………. 

and the company’s statements of financial position signed on the Board's behalf by 
Damian McGowan and Peter Little (Directors). Southend Care Ltd is a limited company 
incorporated and domiciled in England & Wales. 

 
 The company's financial statements have been prepared in accordance with 

International Financial Reporting Standards (IFRSs) as adopted by the European Union 
and as applied in accordance with the provisions of the Companies Act 2006.  
 

2. ACCOUNTING POLICIES 
 

Basis of preparation of financial statements 
 
This is the first year in which the financial statements have been prepared under the 
International Financial Reporting Standards. The date of transition is 21 April 2016.  
There were no effects to the financial statements as a result of this adoption. 
 
The financial statements are presented in Sterling (£), are rounded to the nearest £1 
and have been prepared under the historical cost basis. 
 
The company’s immediate parent undertaking and ultimate controlling party,            
Southend-on-Sea Borough Council, includes the company in its consolidated financial 
statements.  In these financial statements, the company is considered to be a 
qualifying entity and has applied the exemptions available under IFRS in respect of the 
requirement to prepare a Cash Flow Statement and the related notes and the 
requirement to disclose a financial instruments note. 
 

 Going concern 
 
 The financial statements show negative equity as a result of the defined benefit 

pension scheme reserve.  The financial statements have been prepared on the going 
concern basis on the assumption that future profits and ongoing support from the 
Council will be sufficient for any increased contributions to be met. 

 
 Having considered the company’s forecasts and projections, the directors are satisfied 

that the company has adequate resources to continue in operational existence for the 
foreseeable future, and for a period of at least 12 months from the date of approving 
these financial statements.  For this reason the directors adopt the going concern basis 
in preparing the accounts. 
 

 Income recognition 
 
 Income is recognised to the extent that it is probable that the economic benefits will 

flow to the company and the income can be reliably measured.  All such income is 
reported net of discounts and value added and other sales taxes. 
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2. ACCOUNTING POLICIES (continued) 
 
 Pension costs 
 
 The company operates a defined contribution pension scheme, the assets of which are 

held separately from those of the company.  The annual contributions payable are 
charged to the Income Statement when they fall due. 

 
 Pension costs – Local Government Pension Scheme 
 
 Southend Care Ltd is also an admitted body of the Local Government Pension Scheme 

administered by Essex County Council. The assets belonging to the pension scheme 
are held and administered independently by Essex County Council. 

 
 Pension scheme assets are measured at fair value at the balance sheet date. Pension 

scheme liabilities are measured using the projected unit actuarial method and are 
discounted at the current rate of return on a high quality corporate bond of equivalent 
terms and currency to the liability. The increase in the present value of the liabilities of 
the company’s defined benefit pension schemes expected to arise from employee 
service in the period is charged to operating profit. The expected return on the 
schemes’ assets and the increase during the year in the present value of the schemes’ 
liabilities arising from the passage of time are included in other finance income. 
Actuarial gains and losses are recognised in the statement of other comprehensive 
income. 

 
 Pension schemes’ surpluses, to the extent that they are considered recoverable, or 

deficits, are recognised in full and presented on the face of the statement of financial 
position. There are no deferred tax implications. 

 
 Further disclosures relating to retirement benefits can be found in note 13. 

 
Cash and cash equivalents 
 
Cash and cash equivalents comprise cash at bank and in hand. 
 
Financial instruments 
 
Short term debtors are measured at transaction price, less any impairment. 
 
Short term creditors are measured at the transaction price.  
 
Financial instruments are classified and accounted for, according to the substance of 
the contractual arrangement as either financial assets, financial liabilities or equity 
instruments. An equity instrument is any contract that evidences a residual interest in 
the assets of the company after deducting all of its liabilities. 
 

 Comparative accounting periods 
   
 The financial statements are for a period of 11 months (2017 : 12 months) due to a 

change in accounting period end date from April to March.  Therefore the comparative 
amounts presented in the financial statements (including the related notes) are not 
entirely comparable. 
 

120



SOUTHEND CARE LTD  
 
Notes to the Financial Statements        
For the Period Ended 31 March 2018 
 

 

  
- 17 - 

 
2. ACCOUNTING POLICIES (continued) 

 
Comparatives 
 
The comparatives have been amended where necessary for reasons of comparability 
and to correct errors as set out in note 18.  
 
Standards that have been issued but not yet effective 
 
The below accounting standards have been issued but are not yet effective. The initial 
application of these standards is not expected to affect the financial statements. 
 

• IFRS 15 Revenue from Contracts with Customers – Clarifications to IFRS 15 
(effective for periods commencing on or after 1 January 2018); 

 
• IFRS 9 Financial Instruments – Revised version (effective for periods 

commencing on or after 1 January 2018); 
 
• IFRS 2 Share-based payment – Amendments  to clarify the classification and 

measurement of share-based payment transactions (effective for periods 
commencing on or after 1 January 2018); 

 
• IFRS 4 Insurance Contracts – Amendments regarding the interaction of IFRS 4 

and IFRS 9 (effective for periods commencing on or after 1 January 2018); 
 
• IAS 40 Investment Property – Amendments to clarify transfers or property to, or 

from, investment property (effective for periods commencing on or after 1 
January 2018); 

 
• IFRIC Interpretation 22 Foreign Currency Transactions and Advance 

Consideration (effective for periods commencing on or after 1 January 2018); 
 
• IFRS 1 First-time Adoption of International Reporting Standards – Deletion of 

short-term exemptions for first-time adopters (effective for periods commencing 
on or after 1 January 2018); 

 
• IAS 28 Investments in Associates and Joint Ventures – Amendments regarding 

long-term interests in associates and joint ventures (effective for periods 
commencing on or after 1 January 2018); 

 
• IFRS 16 Leases (effective for periods commencing on or after 1 January 2019); 

 
• IFRIC Interpretation 23 Uncertainty over Income Tax Treatments (effective for 

periods commencing on or after 1 January 2019); 
 
• IFRS 17 Insurance Contracts (effective for periods commencing on or after 1 

January 2021). 
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2. ACCOUNTING POLICIES (continued) 

 
Current and deferred taxation 
 
The tax expense for the period would comprise of current and deferred tax.  Tax is 
recognised in the Profit and Loss Account, except that a charge attributable to an item 
of income and expense recognised as other comprehensive income or to an item 
recognised directly in equity is also recognised in other comprehensive income or 
directly in equity respectively. 
 
The income tax charge is calculated on the basis of tax rates and laws that have been 
enacted or substantively enacted by the balance sheet date in the countries where the 
Company operate and generate income. 
 
Deferred tax balances are recognised in respect of all timing differences that have 
originated but not reversed by the Balance Sheet date, except that: 
 

• The recognition of deferred tax assets is limited to the extent that it is probable 
that they will be recovered against the reversal of deferred liabilities or other 
future taxable profits; 

 
• Any deferred tax balances are reversed if and when all conditions for retaining 

associated tax allowances have been met. 
 
Deferred tax balances are not recognised in respect of permanent differences except in 
respect of business combinations, when deferred tax is recognised on the differences 
between the fair values of assets acquired and the future tax deductions available for 
them and the differences between the fair values of liabilities acquired and the amount 
that will be assessed for tax.  Deferred tax is determined using tax rates and laws that 
have been enacted or substantively enacted by the balance sheet date. 

 
3. JUDGEMENTS IN APPLYING ACCOUNTING ESTIMATES AND KEY SOURCES OF 

ESTIMATION UNCERTAINTY 
 
 The preparation of the financial statements requires the company’s directors to make 

judgements, estimates and assumptions that affect the amounts reported in the 
financial statements. The key judgements and estimation uncertainty that have a 
significant risk of causing material misstatement to the carrying amounts of assets and 
liabilities within the next financial year are those made in respect of the defined benefit 
pension scheme. 

   
 Estimation of the net liability to pay pensions depends on a number of complex 

judgements relating to the discount rate used, the rate at which salaries are projected 
to increase, changes in retirement rates and expected returns on pension fund assets. 
An independent firm of consulting actuaries has been engaged to provide expert advice 
regarding the assumptions to be applied in the calculation of the defined pension 
scheme liability, which at 31 March 2018 amounts to £5,498,000. Further details of the 
assumptions made are disclosed in note 13. 
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4. REVENUE 

 

 

1 May 
 2017 to  
31 March 
 2018 

 21 April
 2016 to 30
 April 2017

        £ £ 
 
SBC Block Contract Income 5,313,745 303,378
Other Income 107,467 11,071

  ----------------------------------------------------- ---------------------------------------------

 5,421,212 
===================== 

314,449
===================

 
   
 
 
5. AUDITOR’S REMUNERATION 
 
 Auditor’s remuneration in relation to the financial statements is: 
 
 

 

 

1 May 
 2017 to  
31 March 
 2018 

 21 April
 2016 to 30
 April 2017

        £ £ 
 
Auditor’s remuneration  -  audit services   8,900 -
Auditor’s remuneration  -  non audit services 950 -

  ----------------------------------------------- ---------------------------------------------

 9,850 
   ==================== 

-
===================

 
 
6 EMPLOYEE EXPENSES 

 
 

 

1 May 
 2017 to  
31 March 
 2018 

 21 April
 2016 to 30
 April 2017

        £ £ 
 
Wages and salaries 3,491,549 210,773
Employer national insurance 306,536 13,411
Employer pension costs 549,312 26,699
Recruitment 20,633 -
Training 3,290 -
Agency spend 488,604 46,130

  ---------------------------------------------------- ---------------------------------------------

 4,859,924 
   ======================= 

297,013
===================
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6. EMPLOYEE EXPENSES (continued) 
 

Average employee numbers, including directors: 
 2018 2017
 No.  No.
Care and Support team - who support both Delaware  
    and Priory House 20 2
Dementia and Complex Needs Residential Care Home -  
    Delaware House    36 3
Elderly Frail Residential Care Home – Priory House 35 3
Head Office 8 1
Learning Disability - Employment Support Service 1 -
Learning Disability - Recruitment and training of  
    Shared Livers Carers 3 -
Learning Disability Day Care Centre – Viking Day Centre 30 2
Learning Disability day services - Project 49 27 -
Learning Disability Supported Living Unit -  
    Spencer House 9 -
Rehabilitation and Re-ablement service for Adults -  
    Southend Therapy and Recovery Team (START) 27 

 
-

  ---------------------------------------------------- ---------------------------------------------

 196 
   ======================= 

11
===================

  
 The directors’ aggregate remuneration in respect of qualifying services was: 
 
 

 
 
 

 

1 May 
 2017 to  
31 March 
 2018 

 21 April
 2016 to 30
 April 2017 

        £ £ 
  
Directors’ emoluments 166,935 8,389
Company contributions to defined contribution pension 

schemes 3,610 315
  ---------------------------------------------------- ---------------------------------------------

 170,545 
   ======================= 

8,704
===================

   

  
The directors’ remuneration equates to key management personnel compensation.  
There are no members of key management other than directors. 

 
7. PAYABLE INTEREST 

 
 
 
 

 

1 May 
 2017 to  
31 March 
 2018 

 21 April
 2016 to 30
 April 2017 

        £ £ 
  

Loan interest 36,459 
   =================== 

3,123
===================
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8. TRADE AND OTHER RECEIVABLES 
 

 

 

 
   
31 March 
 2018 

 
  30 April
 2017

        £ £ 
 
Other amounts receivable  7,917 1,907
Owed by SBC 548,428 312,642

  ----------------------------------------------- ---------------------------------------------

 556,345 
   ==================== 

314,549
===================

 
 
9. CASH AND CASH EQUIVALENTS 
 

 

 

 
   
31 March 
 2018 

 
 30 April
  2017

        £ £ 
 
Cash at bank 492,858 349,750
Cash in hand 3,300 -

  ----------------------------------------------- ---------------------------------------------

 496,158 
   ==================== 

349,750
===================

 
 
10. SHARE CAPITAL 

  
        31 March 2018            30 April 2017 
          No.            £            No.             £ 

Issued and unpaid     
Ordinary shares of £1 each 100 100 100 100

 ================================ ================================== ================================ ==================================
 
All shares were issued at par at the time of incorporation.  All issued share capital is 
classified as equity. 
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11. TRADE AND OTHER PAYABLES 
 

 

 

 
   
31 March 
 2018 

 
  30 April
  2017

        £ £ 
 
Payable to others 158,230 -
Amounts owed to SBC 543,271 352,291
VAT owed to HMRC 70,095 27,924

  ----------------------------------------------- ---------------------------------------------

 771,596 
   ==================== 

380,215
===================

 
 
12. RESERVES 
 
 Called-up share capital 
 
 Represents the nominal value of the £1 ordinary shares that have been issued and not 

fully paid.  All of the shares hold the same rights and have full rights to receive notice 
of, attend and vote at general meetings, one share carries one vote and full rights to 
dividends and capital distributions (including on winding up). 

 
 Profit and loss account 
 
 The profit and loss account represents the company’s accumulated profits/(losses) 

which are available for distribution to the members. 
 
 Pension reserve 
 
 The pension reserve represents the Essex Pension Fund deficit of the company 

calculated in accordance with IAS 19.
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13. PENSION COMMITMENTS 
  
 The assets and liabilities of the pension scheme at 31 March were: 
 
 (a)  Asset and liability reconciliation     

                                                                                                                            2018
                                                                                                        £ 
       Reconciliation of liabilities      
  Opening defined benefit obligation 7,436,000 
  Service cost 937,000 
     Interest cost           338,000 
     Change in financial assumptions      (1,000) 
       Liabilities assumed on settlements  7,512,000 
       Estimated benefits paid net of transfer in                (69,000) 
       Contributed by Scheme participants 147,000 

   ---------------------------------------------------------- 
 Closing defined benefit obligation 16,300,000 
   ======================================================= 
       
                                                                                2018 
                                                                                    £ 
 Reconciliation of assets      
 Opening fair value of fund assets 4,796,000 
 Interest on assets  224,000 
 Return on assets less interest 346,000 
 Administration expenses  (2,000) 
 Contributions by employer including unfunded 518,000 
 Contributions by Scheme participants 147,000 
 Estimated benefits paid plus unfunded net of transfers in (69,000) 
 Settlement prices received  4,842,000 
   ---------------------------------------------------------- 
 Closing fair value of fund assets 10,802,000

  ======================================================== 
       
                                                                                        2018 
                                                                                     £ 

    
 Fair value of plan assets  10,802,000 
 Present value of plan liabilities        (16,300,000) 
    --------------------------------------------------------- 
 Net estimated pension scheme liability         (5,498,000) 

  ======================================================= 
 

(b) Composition of plan assets      
                                                               % of                       2018 
                                scheme assets                £ 

  
 Equities  65% 7,050,000 
 Gilts  7% 719,000 
 Bonds   4% 401,000 
 Properties  9% 1,025,000 
 Cash  3% 371,000 
 Alternative assets  7% 798,000 
 Other managed funds  4% 438,000 
   -------------------------------------------------------- 
   10,802,000 
   ======================================================= 
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13. PENSION COMMITMENTS (continued) 

 
(c) Return on scheme assets      

 
 The overall return on scheme assets is estimated to be 7% in 2017/18. This figure 

will vary year on year depending on the assumptions made and the underlying 
distribution of the fund's assets which will vary during the year and as a result it is 
not appropriate to break down the return on assets across the different asset 
categories. Actual returns on the scheme assets have been £570,000 for the period 
to 31 March 2018. 

   
(d) A full actuarial valuation was carried out for the defined benefit scheme at 31 March 

2016 and updated to 31 March 2018 by Barnett Waddingham using the projected 
unit method. The major assumptions used by the actuary were: 

 
                                                         2018           2017  

                                                                                                      %                % 
Main assumptions:   
Rate of increase in salaries 3.8 3.9 
Rate of increase in pensions 2.3 2.4 
Discount rate                                                                        2.6 2.7 

 
(e) Movement in deficit during the period 
                                                                   2018 

                                                                      £  
 
Pension deficit brought forward (2,640,000) 
Pension liability upon transfer  
    (1 July 2017 and 13 November 2017) (2,670,000) 
Service cost  (938,000) 
Net interest on the defined liability (114,000) 
Employer contributions  518,000 
Return on assets  346,000 
  ----------------------------------------------------- 
At 31 March 2018   (5,498,000)
  =================================================== 

 
 (f)  Analysis of the amount charged to the income and expenditure account: 
                                      

                                                                                2018 
                                                                                    £ 
  

Service cost  937,000 
Employer contributions  (518,000) 
Administration expenses  2,000 
  ------------------------------------------- 
IAS 19 adjustment  421,000

  ========================================= 
   
Analysis of amounts charged to finance costs:  
Other finance costs: Interest costs 114,000 
 ------------------------------------------- 
IAS 19 adjustment  535,000

  ========================================= 
  
During the period to 31 March 2018 the employer contribution rate was 21.91%.
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13. PENSION COMMITMENTS – (Continued) 
  

 (g) Life assumptions:      
                                                                                    2018
   

Life expectancy from age 65 (years):     
 
Current pensioner aged 65      
Male  22.2 
Female  24.7
   
Retiring in 20 years   
Male  24.4 
Female  27.0
  

 
 
14. BORROWINGS 
 

 

 

 
   
31 March 
 2018 

 
 30 April
 2017

        £ £ 
 
Amounts owed to SBC:  
Working capital 350,000 350,000
Implementation loan 214,573 192,814

  ----------------------------------------------- ---------------------------------------------

 564,573 
   ==================== 

542,814
===================

 
 
15. CAPITAL MANAGEMENT 
 
 The capital structure of the company consists of net debt (borrowings as detailed in 

note 14 offset by current assets) and equity of the company (comprising issued capital 
as detailed in note 10, reserves and retained earnings). 

 
 The company is not subject to any externally imposed capital requirements. 
 
 
16. RELATED PARTY TRANSACTIONS 
 
 The company has taken advantage of the exemption provided in IAS 24 “related party 

disclosures” from disclosing transactions with Southend Borough Council, as a 
government body that has control over the reporting entity. 

 
 There were no other related party transactions during the period. 
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17. ULTIMATE CONTROLLING PARTY 
  

The company’s ultimate controlling party is Southend on Sea Borough Council by way 
of their shareholding. 

  
 
18. PRIOR PERIOD ADJUSTMENT 
 
 The accounts for the period ended 30 April 2017 have been restated to include two 

adjustments: 
 

• The inclusion of a debtor of £100 for the unpaid share capital and adjustment of 
the share capital valuation to reflect that they were 100 £1 ordinary shares in 
issue. 

 
• The inclusion of the LGPS defined benefit pension scheme liability, relating to 

the transfer of employees from Southend on Sea Bough Council into the 
company on the 1 April 2017, totalling £2.64m. 

 
 

130



 

 
 

REPORT TO THE BOARD OF DIRECTORS OF 

Southend Care Ltd 
Audit of the Financial Statements                        
For the Period Ending 31 March 2018 
 
 

  

131



 

 

Contents 

 
 
 

1. INTRODUCTION AND COVERAGE 
 

2. FINANCIAL PERFORMANCE – PROFIT AND LOSS ACCOUNT 
 

3. FINANCIAL POSITION – BALANCE SHEET 
 

4. GOING CONCERN 
 

5. AUDIT AND ACCOUNTING ISSUES TO BE REPORTED                                                     
TO THE BOARD OF DIRECTORS  

 
6. INDEPENDENCE 

 
7. CONCLUSIONS 

 

 
Appendix 
 
• LETTER OF REPRESENTATION 
 

 
 
 
 
 
 

132



 

1. Introduction and Coverage 

 
1.1 This report summarises our key findings in connection with the audit of the financial 

statements of Southend Care Ltd in respect of the period ended 31 March 2018.  
 
1.2 The scope of our work was set out in our Audit Plan which was presented to the Board of 

Directors on 31 July 2018. 
 
1.3 It should be noted that the matters identified in this management letter arose from the 

conduct of our normal audit procedures which are designed primarily to enable us to express 
an opinion on the financial statements of Southend Care Ltd and do not necessarily involve 
an examination of all aspects of your internal control procedures. The responsibility for 
maintaining adequate financial reporting systems and systems of internal control, as well 
as for the prevention and detection of fraud, irregularities and other errors, rests with 
management. 

 
1.4 Consequently, the comments in our management letter cannot be regarded as a complete 

analysis of all weaknesses or irregularities in the system of internal control. 
 
1.5 Our duties as financial statements auditors do not specifically include searching for fraud or 

other irregularities although our audit was planned so as to have a reasonable expectation 
of detecting material mis-statements within the financial statements. 
 

1.6 Our work also included a review of the adequacy of disclosures in the financial statements 
and consideration of the appropriateness of the accounting policies and estimation 
techniques adopted by the company. 

 

  

 
 
 
 
 
 

133



 

2. Financial Performance – Profit and Loss Account 

 
2.1 RESULTS 
 
2.1.1     The financial statements are for the 11 month period ended 31 March 2018.   The previous 

financial statements were for the Company’s first period following their incorporation and 
covered the period of 21 April 2016 to 30 April 2017.  The Company commenced trading on 
the 1 April 2017 and the prior periods financial statements only show the results for the 
month of April 2017. 

 
2.1.2 After excluding the IAS19 adjustments for the defined contribution pension liability, 

Southend Care Ltd’s financial performance in 2017/18 shows a loss for the period of £24,936 
compared to a loss in 2016/17 of £258,830.    

 
2.1.3 The impact of the adjustment for the IAS19 defined benefit pension scheme charge of 

£535,000 is to increase the deficit to £559,936. 
 
2.2 INCOME 
 
2.2.1  Revenue for the 11 month period totalled £5,421,212. 
 
2.2.2 Block funding income totalled £5,313,745 for the 11 months to 31 March 2018. 
 
2.2.3 Other income represents the sale of meals, intensive one to one sessions and contributions 

from Essex County Council for the shared lives employment service.   
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2. Financial Performance – Profit and Loss Account 
(Continued) 

 
2.3 EXPENDITURE 
 
2.3.1  Expenditure, excluding pension scheme adjustments under (IAS19), totalled £5,446,148 for 

the 11 months to 31 March 2018. 
 
2.3.2  Staff costs totalled £4,859,924, this is broken down as follows: 
                                                                                                                             £ 

Wages 3,491,549 
Employer’s NI 306,536 
Employer’s pension 549,312 
Recruitment 20,633 
Training 3,290 
Agency 488,604 
 __________ 
Total £ 4,859,924   

 
2.3.3  Administrative expenses totalled £549,765 in the period.  this is broken down as follows: 
 
                                                                                                                             £ 

Premises costs 146,904  
Transport costs 25,063 
Supplies and services 263,939 
Third party payments 5,857 
Irrecoverable VAT 122,005 
Implementation costs (14,003) 
 ________ 
Total                                                                                  £ 549,765 
 

 Implementation costs are a negative figure in the financial statements for the period.  Last 
year they were shown inclusive of VAT instead of net which has resulted in an adjustment 
for the VAT amount this year. 
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3. Financial Position – Balance Sheet 

 
3.1 CASH AT BANK 
 
3.1.1  Cash at bank has increased by £146,408 to £496,158.  The increase of available cash is a result 

of additional support from Southend-on-Sea Borough Council by way of additional 
implementation loan and an increase in creditors at the period end. 

 
3.2 PENSION SCHEME DEFICIT 
 
3.2.1  A number of Southend-on-Sea Borough Council employees were transferred to Southend 

Care Ltd in three tranches on 1 April 2017, 1 July 2017 and 1 October 2017.  In accordance 
with IAS19 this has resulted in the recognition of the corresponding defined benefit pension 
scheme liability in respect of the Local Government Pension Scheme. 

 
3.2.2  At the date of the first transfer (1 April 2017) the pension scheme liability totalled £2.640m, 

the comparatives for the period ended 30 April 2017 have been restated to recognise this 
liability.  During the period ended 31 March 2018 the pension scheme deficit has increased 
by £2.858m leaving a pension scheme deficit at 31 March 2018 of £5.498m.  The assumptions 
used by the actuary are as follows: 

 
  31 March  

2018 
 
Rate of increase in salaries 3.8% 

Rate of increase in pensions 2.3% 

Discount rate 2.6% 
 
3.3 RELATED PARTY TRANSACTIONS 
 
3.2.3 At the period end the following balances were outstanding with the Company’s parent entity 

Southend-on-Sea Borough Council: 
 

• Debtor £548,428 
• Short term creditor £543,271 
• Long term creditor working capital £350,000 
• Long term creditor £214,573 
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4. Going Concern 

 
4.1 GOING CONCERN REVIEW 
 
4.1.1  The Company relies on the financial support from Southend-on-Sea Borough Council, its 

parent, during its start-up and the initial loss making period.   
 
4.1.2 On review of the 10 year Financial Business Plan, the Company forecast that they will make 

profits from 2020/2021.  This coincides with their plans for a new Care Home and Day Centre 
on Burr Hill Chase.  In the run up to this period the Company will rely on Southend-on-Sea 
Borough Council to provide any working capital required.   

 
4.1.3 Southend-on-Sea Borough Council have provided written confirmation that they will 

continue to provide financial support to the Company.  It is expected that the Company will 
repay the working capital and implementation loan within the next 5 years. 

 
4.2 CONCLUSION 
 
4.2.1  We agree with the going concern assessment made by the Company and will therefore be 

giving an unqualified audit opinion on the financial statements for the period ended 31 
March 2018. 
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5. Audit and Accounting Issues to be reported 
to the Board of Directors 

 
5.1 PROCEDURAL RECOMMENDATIONS 
 

 
Audit Finding 

 

 
Risk Identified 

 
Recommendation 

 
Management Response 

Personnel Files 
 
During our payroll 
testing we identified 
that the Human 
Resources department 
archive personnel files 
once an employee has 
ended their employment 
and no electronic copies 
of documents are stored.  
It takes 6 weeks to 
recover files from 
archiving. 
 
In addition, during our 
testing the Human 
Resources department 
could not locate a 
particular personnel file. 
 
Human Resources were 
unsure as to whether the 
file has been mislaid or 
not set-up on 
employment. 
 

 
 
There is a risk that 
documents on a leavers 
personnel file may be 
needed post-
employment and will not 
be readily available. 
 
It is a legal requirement 
to retain certain 
employment related 
documents for all of 
your current employees. 
 
 

 
 
We recommend 
undertaking a review of 
your personnel files to 
ensure that files are 
maintained for all of 
your current staff and 
these are easily 
traceable. 
 
We recommend that the 
Human Resources 
department either 
maintains electronic 
copies of leaver forms, 
or does not archive 
personnel files until 
after the year end audit 
has been completed.  
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5. Audit and Accounting Issues to be reported 
to the Board of Directors (Continued) 

 
5.1 PROCEDURAL RECOMMENDATIONS (CONTINUED) 

 
 

Audit Finding 
 

 
Risk Identified 

 
Recommendation 

 
Management Response 

VAT 
 
During the course of the 
audit it was identified 
that there was a 
difference between the 
Company’s actual 
turnover and the 
turnover declared on the 
VAT returns for the 
period.  It was also 
identified that some of 
this income was not 
included in the 
irrecoverable VAT 
calculation. 
 
The accounting team 
provided schedules with 
explanations of the 
differences and 
confirmations that these 
will not provide a 
material adjustment to 
the period end VAT 
liability.  We have not 
undertaken a full review 
of these workings and 
your VAT records.   

 
 
There is a risk that 
irrecoverable VAT will 
be incorrectly calculated 
and the Company will 
owe HMRC further input 
VAT. 
 
There is a risk that the 
VAT liability is 
incorrectly calculated on 
the VAT spreadsheets. 
 
There is the risk that 
providing HMRC with 
incorrect figures on the 
VAT returns could 
trigger a VAT 
investigation. 

 
 
We recommend that the 
figures entered into 
boxes 6 and 7 on the 
VAT returns are 
reconciled to the 
accounting records on a 
quarterly basis. 
 
We recommend that the 
figures entered onto the 
partial exemption 
calculation are 
reconciled to the 
accounting records on a 
quarterly basis. 
 
We recommend that the 
VAT team rework the 
partial exemption 
calculation for the 
twelve months to 31 
March 2018 and pay over 
any understatement in 
irrecoverable VAT.   
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5. Audit and Accounting Issues to be reported 
to the Board of Directors (Continued) 

 
5.1 PROCEDURAL RECOMMENDATIONS (CONTINUED) 

 
 

Audit Finding 
 

 
Risk Identified 

 
Recommendation 

 
Management Response 

Share Capital Base 
 
The losses of the 
Company are being 
financed by the long 
term loans from 
Southend on Sea 
Borough Council and the 
Company is being 
supported by this debt 
instead of its share 
capital. 
 
The Company is 
incurring annual interest 
charges at 7% of the 
long term debt. 
 

 
 
There is a risk that the 
Company will not be 
able to repay the loan 
within the 5 year period 
initially expected.   
 
The Company’s losses 
are being increased by 
the annual interest 
charge, creating the risk 
of additional financial 
pressure. 

 
 
We recommend that SBC 
consider whether the 
capital structure of the 
Company is appropriate, 
in the instance that the 
losses are expected to 
continue and the 
Company will find it 
difficult to repay the 
loan. 
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5. Audit and Accounting Issues to be reported 
to the Board of Directors (Continued) 

 
5.1 PROCEDURAL RECOMMENDATIONS (CONTINUED) 

 
 

Audit Finding 
 

 
Risk Identified 

 
Recommendation 

 
Management Response 

Accounting Treatment 
of Trading Balances 
with SBC 
 
During the course of our 
audit it was identified 
that ’short term debtors 
owed by SBC’ were 
reintroduced as sales in 
period April 2018.  This 
resulted in a duplicate of 
the original transaction 
as they are also 
recognised as sales in 
March 2018.  These 
amounts were later 
reversed on receipt of 
the money from SBC, 
though this could result 
in a timing difference if 
this receipt is recognised 
in a different accounting 
period. 
 

 
 
 
 
There is a risk that 
management decisions 
are made on review of 
figures produced for 
April 2018 that include 
turnover also recognised 
in March 2018. 
 
There is a risk that these 
transactions are 
included in the VAT and 
partial exemption 
calculations for April 
2018. 

 
 
 
 
We recommend that 
following the year end 
the amounts posted to 
the nominals used to 
manage the year end 
SBC balances (BB530 
and BB412) are 
reinstated to the 
appropriate accounts 
receivable and accounts 
payable codes and are 
not posted through the 
profit and loss account.  
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5. Audit and Accounting Issues to be reported 
to the Board of Directors (Continued) 

 
5.1 PROCEDURAL RECOMMENDATIONS (CONTINUED) 
 

 
Audit Finding 

 

 
Risk Identified 

 
Recommendation 

 
Management Response 

Suspense Account 
 
During the course of our 
audit we identified a 
significant number of 
transactions posted to 
suspense account 9999. 
 
In many instances 
transactions were being 
miscoded by the 
individual posting the 
transaction onto the 
accounting system 
which resulted in an 
automatic default to this 
account.  A member of 
the accounts staff then 
had to review the 
account and clear it 
down at the year end. 

 
 
There is a risk that 
transactions will remain 
miscoded when 
misposted to the 
suspense account.   
 
Staff resources are being 
used to undertake a 
review of this account 
and repost transactions 
to their correct nominal. 
 
 
 

 
 
We recommend that 
suspense account 9999 
is reviewed monthly and 
all accounting staff are 
advised to not post 
transactions to this 
account. 
 
We recommend that all 
staff involved in posting 
transactions on to the 
accounting system are 
provided with a schedule 
of recommended 
nominal ledger codes for 
each type of transaction 
to assist them in their 
posting. 
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5. Audit and Accounting Issues to be reported 
to the Board of Directors (Continued) 

 
5.2 TAXATION 
 
5.2.1 The company is subject to corporation tax on its taxable profits.  During the year (and the 

previous period) the company has made losses which can be carried forward and used against 
taxable profits.  Provision can be made for a deferred tax asset in regards to these losses, but 
we would recommend that this is not done until there is a greater certainty of taxable profits 
to offset the losses. 

 
As a local authority trading company Southend Care Ltd can apply for a corporation tax 
dispensation, if the company continues to only trade with local authorities.  This would 
result in profits not being subject to corporation tax.  We have been advised that the 
company’s intent is to expand and trade with private entities so this dispensation with not 
be available. 
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6. Independence 
 
6.1 In accordance with International Standard on Auditing (UK and Ireland) 260 

“Communication of audit matters with those charged with governance“, there are no 
changes to the details of relationships between Scrutton Bland LLP and its related entities 
and Southend Care Ltd and its related entities that may reasonably be thought to bear on 
Scrutton Bland LLP’s independence and the objectivity of the audit principal, Timothy 
O’Connor and the audit staff and the related safeguards from those disclosed in the Audit 
Plan presented to the Company on 31 July 2018. 
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7. Conclusions 
 
7.1 The 2017/18 financial statements audit has been conducted in accordance with the audit 

plan prepared for the Board of Directors and presented to the Company. We are pleased to 
report that no significant matters came to our attention during the course of our audit that 
led us to deviate from our plan. 

 
7.2 We would like to take this opportunity once again to thank the Paul Grout and his staff, and 

other senior management and staff for the considerate help and assistance we have been 
given in carrying out our audit. 

 
 
 
 
 
Scrutton Bland LLP 
 
22 August 2018 
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APPENDIX 

 

SOUTHEND CARE LIMITED 

Civic Centre 
Victoria Avenue 

Southend-on-Sea 
SS2 6ER 

Company number: 10138562 
A company registered in England & Wales 

 
 
Scrutton Bland LLP 
Chartered Accountants and Statutory Auditor 
820 The Crescent 
Colchester Business Park 
Colchester 
Essex 
CO4 9YQ 
 
Dear Sirs 
 
We confirm that the following representations are made on the basis of enquiries of 
management and staff with relevant knowledge and experience and where appropriate, of 
inspection of supporting documentation, sufficient to satisfy ourselves that we can 
properly make each of the following representations to you in connection with your audit 
of the company's financial statements for the period ended 31 March 2018. 
 
We acknowledge our legal responsibilities regarding disclosure of information to you as 
auditors and confirm that so far as we are aware, there is no relevant audit information 
needed by you in connection with preparing your audit report of which you are unaware.  
Each director has taken all the steps that they ought to have taken as a director in order 
to make themselves aware of any relevant audit information and to establish that you are 
aware of that information. 
 
1. We acknowledge, and have fulfilled, as directors, our collective responsibility 

under the Companies Act 2006 for presenting financial statements (in accordance 
with the Companies Act 2006 and International Financial Reporting Standards), 
which give a true and fair view of the financial position of the company at the 
reporting date, and of its result for the period then ended, and for making accurate 
representations to you. We confirm that we have approved the financial 
statements for the period ended 31 March 2018. 

 
2. We confirm that the accounting policies and estimation techniques adopted for 

the preparation of the financial statements are the most appropriate to the 
circumstances in which the company operates. 
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3. Other than as disclosed in the financial statements, the company has not entered 
into any transactions involving directors, officers or other related parties, which 
require disclosure under the Companies Act or International Financial Reporting  

 
 
Standards. Appropriate disclosure has been made of the control of the company. 
 

4. We have disclosed all known or possible litigation and claims whose effects should 
be considered when preparing the financial statements and these have been 
disclosed in accordance with the requirements of International Accounting 
Standards. 

 
5. The financial statements of the company have been prepared on the going concern 

basis as we believe that adequate cash resources will be available to cover the 
company’s requirements for working capital and capital expenditure for at least 
the next twelve months.  We are not aware of any other factors which could put 
into jeopardy the company’s going concern status during or beyond this period. 
 

6. There have been no events since the reporting date which necessitate revision of 
the figures included in the financial statements or inclusion of a note thereto.  
Should further material events occur, which may necessitate revision of the figures 
included in the financial statements or inclusion of a note thereto, we will advise 
you accordingly. 
 

7. We confirm that we have considered the unadjusted errors advised to us by you as 
appended to this letter.  It is our view that the cost of making these adjustments 
to the financial statements outweighs any benefits that will be gained by the users 
of the financial statements.  The combined effect of the unadjusted errors is not 
material and we do not consider that their absence from the financial statements 
affects the true and fair view given. 
 

8. We confirm that we have agreed the adjustments appended to this letter which 
have been made to the performance statement(s) and balance sheet which we 
presented to you for audit. 
 

9. We confirm we have no plans or intentions that may materially affect the carrying 
value or classification of any assets and liabilities reflected in the financial 
statements. 
 

10. We confirm that after the audit report has been signed, we will circulate a copy of 
our financial statements to every member of the company, every holder of the 
company’s debentures and every other person entitled to receive notice of general 
meetings, as required by section 423, Companies Act 2006. 

 
11. With regard to the defined benefit pension plan, we are satisfied that: 

 the actuarial assumptions underlying the valuation are consistent with our 
knowledge of the business; 
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 all significant retirement benefits have been identified and properly 
accounted for; and 

 all settlements and curtailments have been identified and properly 
accounted for. 
 

12. We confirm that we are part of a group in the UK, headed by Southend-on-Sea 
Borough Council and that the group financial statements are consolidated under 
IFRS. 

 
13. We confirm that it is correct to restate the comparatives to include the following: 

 
• A debtor for unpaid share capital of £100 
• The defined benefit pension scheme liability relating to the transfer of staff 

on 1 April 2017 totalling £2.64m.  
 

14. We confirm that it is not appropriate to recognise a deferred tax asset in the 
financial statements until there is a greater certainty that the company will make 
profits. 
 

15. We confirm that our accounting system does not allow transactions to be deleted. 
 

Information provided: 
 

16. All the accounting records have been made available to you for the purpose of your 
audit and all the transactions undertaken by the company have been properly 
reflected and recorded in the accounting records. We have provided to you all other 
information requested and given unrestricted access to persons within the entity 
from whom you have deemed it necessary to speak to.  All other records and 
relevant information, including minutes of all management and shareholders' 
meetings, have been made available to you. 
 

17. Other than those disclosed in the financial statements we are not aware of any 
material liabilities, provisions, contingent liabilities, contingent assets or 
contracted for capital commitments, that need to be provided for or disclosed in 
the financial statements. 
 

18. The company has satisfactory title to all assets and there are no liens or 
encumbrances on the company’s assets. 
 

19. We confirm that the functional currency of the company is Sterling. 
 
20. We confirm that we have notified you of all related party relationships, and 

transactions that the company has entered into with those related parties during 
the period of which we are aware. 
 

21. We acknowledge our responsibility for the design and implementation of internal 
controls to prevent and detect errors or fraud, and have disclosed to you the results  

149



-4- 
 
of our assessment of the risk that the financial statements may be materially 
misstated as a result of fraud. We are unaware of any irregularities, including fraud 
and suspected fraud, involving management, employees or others who have 
significant roles in internal control, or those employed by the company where the 
fraud could have a material effect on the financial statements. No allegations of 
such irregularities or breaches have come to our notice. 
 

22. We are unaware of any breaches or possible breaches of statute, regulations, 
contracts, agreements or the company's Memorandum and Articles of Association 
which might result in the company suffering significant penalties or other loss.  No  
allegations of such irregularities or breaches have come to our notice. 
 

23. We confirm that we have been notified by you that there are no matters which you 
are required to raise with us to comply with your profession’s ethical guidance 
which are in addition to the matters included in your external audit plan. 
 

24. We confirm that we wish to take advantage of the applicable small company 
exemptions in accordance with the provisions of the Companies Act 2006. 

  
25. We confirm that we have been notified by you that there are no matters which you 

are required to raise with us to comply with your profession’s ethical guidance 
which are in addition to the matters included in your assignment terms letter to 
us. 

 
26. We confirm receipt of your external audit plan and we confirm receipt of your 

management letter. 
 

 
 
Yours faithfully 
 
 
 
Signed on behalf of the board of directors 
 
 
Date 
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SOUTHEND CARE LTD 

Unadjusted errors within Company Financial Statements 

Period ended 31 March 2018 
 

 Balance Sheet  I & E 
 Dr Cr  Dr Cr 
    
   
Accruals  9,850   
Accountancy fees expense   9,850 

  
Being inclusion of creditor for our fees for the period ended 31 March 2018. 
  - 9,850  9,850 -
    
Effect on company retained profit     9,850  
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Appendix 2 
 

SOUTHEND CARE LTD 

Adjusted errors within Company Financial Statements 

Period ended 31 March 2018 
 

 Balance Sheet  I & E 
 Dr Cr  Dr Cr 
    
B/f pension reserve 2,640,000  
B/f pension scheme liability 2,640,000   
    

  
Being introduction of ISA18 pension scheme deficit into comparative accounts- no 
client posting required (relates to restatement of 2016 financial statements) 
    
Debtors  100   
Share capital  99   
Investments  1   

   
Being introduction of debtor for unpaid share capital and restating share capital value 
– no client posting required (relates to restatement of 2016 financial statements) 
  2,640,100 2,640,000  - -
   
Effect on company retained profit      0  
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Southend-on-Sea Borough Council
Report of the Director of Finance and Resources

to
Shareholder Board

on
25 September 2018

Report prepared by: Ian Ambrose
Head of Corporate Finance

Southend Care Ltd: Review of Business Plan 2019/20 to 2021/22 
Cabinet Member - Councillor John Lamb

A Part 1 Public Agenda Item

1 Purpose of Report

To present to the Shareholder Board the business plans of Southend Care Ltd 
for review.

2 Recommendation

2.1 That the Shareholder Board reviews the Southend Care Ltd Business Plan for 
2019/20 to 2021/22.

3 Background

3.1 A senior representative of Southend Care Ltd will present this report to the 
Shareholder Board and respond to Members’ questions.

4 Corporate Implications

4.1 Contribution to Council’s Vision & Critical Priorities

The objectives of the Southend Care Ltd align with the Council’s vision and 
priorities for vulnerable adults, and the aim to create alternative income streams 
and effective solutions to enable on-going service provision

4.2 Financial Implications

There are no direct finance implications arising from this report for the Council, 
although the Southend Care Ltd business plan is predicated on the Council’s 
planned reprovision of Priory and Delaware Care Homes and the Viking and 
Avro Day Centres into a single provision on the Priory site. The Council has a 
capital budget of £11.313M over the three year period 2018/19 to 2020/21 to 
achieve this.

Agenda
Item No.
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The business plan also requires on-going access to the cash flow loan facility 
made available by the Council, and financial guarantees by the Council to 
underwrite the company’s LGPS pension deficit to enable Southend Care Ltd to 
continue to trade. 

4.3 Legal Implications

There are no direct legal implications arising from this report for the Council

4.4 People Implications 

There are no direct people implications arising from this report for the Council

4.5 Property Implications

There are no immediate property implications arising from this report for the 
Council, although the Southend Care Ltd business plan is predicated on the 
Council’s planned reprovision of Priory and Delaware Care Homes and the 
Viking and Avro Day Centres into a single provision on the Priory site.

4.6 Consultation

There are no direct consultation implications arising from this report for the 
Council

4.7 Equalities Impact Assessment

There are no equalities implications arising from this report 

4.8 Risk Assessment

The formation of the Shareholder Board enables detailed Member focus on the 
opportunities and risks that arise out of the Council’s approach to local authority 
trading companies. The Southend Care Ltd business plan sets out the 
associated risks 

4.9 Value for Money

On-going focus on why we have the alternative delivery vehicles and what we 
want from them will enable the Council to more fully exploit their potential to add 
value and benefit for our residents

4.10 Community Safety Implications

There are no community safety implications arising from this report

4.11 Environmental Impact

There are no environmental implications arising from this report

5 Background Papers
None 
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6 Appendices

Appendix 1 Report to shareholders on the Business Plan of Southend Care 
Ltd

Appendix 2 Southend Care Business Plan 2018 2021

a. Southend Care Services
b. Staff Survey
c. Service Improvement Plan Framework
d. KPI’s and Service Improvement Plan
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3 Year Revised Business Plan for Submission to the Shareholder Board to be held on 
Tuesday 25 September

The attached document is the revised and updated Business Plan, which was approved by 
the Southend Care Limited Board in April 2018.  The highlights of the plan are as follows:

 Southend Care Limited (SCL) aims to be a high quality service provider, not a 
minimum wage employer

 Implementation of workforce strategy where staff are trained and supported to 
deliver high quality services in an entrepreneurial environment

 Development of a recruitment function to support and maintain staff, thereby 
minimising staff turnover and use of agency staff

 All managers to be encouraged and challenged to come up with new business ideas
 Service Improvement Plans implemented for all services
 New Appraisal system (IPR – Individual Performance Review) about to be 

implemented
 Development of a suite of measurable KPIs introduced and reported to Board 

monthly, including budget, sickness turnover, agency spend and recruitment levels
 Over 3 years SCL are looking to work in the South East Essex area and open to 

partnership opportunities
 SCL will work with adults over 16.  It is not SCL’s intention to work with children at 

this point in time
 SCL aims to be an employer of choice within Southend on Sea
 Complete the move to the new Priory/Delaware site by 2020
 In terms of financial targets, forecast an operational profit by 2020

The recommendation is for the Shareholder Board to endorse this report.
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APPENDIX A

Phase 1 – 1st April 2017

Delaware House:  24 bedded Residential care home, registered with CQC, providing support for people with dementia/complex needs.

Priory House:  28 bedded Residential care home, registered with CQC, providing support for people with dementia. (20 permanent beds, 2 
respite and 6 discharge to assess Rehab). 

Viking Learning Disability Day Services: Provides day opportunities for adults who have profound and multiple learning disabilities.

Care Support:  Bank staff. Provide cover across residential care, Viking, Project 49 and Spencer House.

Phase 2 – 1st July 2017

START (Southend Therapy and Recovery Team): Joint health and social care domiciliary rehabilitation and reablement team. Registered with 
CQC.

Project 49 Day Opportunities: Provide day opportunities for people with a learning disability, focussing on community based activities.

Southend Shared Lives: Provided by individuals and families (shared lives carers) in the local community for adults with learning disabilities 
from 16+ inside and outside the Share Lives carer’s home.  CQC registered service.

Making it Work:  Employment support service for people with a learning disability.

Spencer House:  Supported living scheme for 15 tenants.  CQC registered service.
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APPENDIX B

Total Surveys sent out 205 (approx)
Total surveys returned 100 (49%)
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SERVICE IMPROVEMENT 

PLAN FRAMEWORK

DAMIAN McGOWAN – MANAGING DIRECTOR

17 September 2018 1

APPENDIX C
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Service Improvement Plan 

for
DELAWARE  /  PRIORY  /   VIKING

PROJECT 49  / START / SHARED LIVES / EMPLOYMENT TEAM

17 September 2018 2
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17 September 2018 3

Service Improvement Plans - Guidance

• Service Improvement plans should be completed on an annual basis, between January and March as it can 

then feed into discussions about Southend Care’s annual review of its business plan.

• The flow chart on page 4 is a guide as to how information for the plan should be sourced. Feedback from 

service users and families should be a rich source of information. What is it about the service that they like 

and what areas would they like to see developed and changed.

• All staff should be included in discussions through team meetings and supervisions where possible. This 

plan is for the whole service, not just for a manager to implement.

• Once the plan has been written and agreed with senior management, it should be reviewed on a regular 

basis, at least twice during the year, to see what progress has been made and what further actions might 

be required.

• Remember, sometimes small changes and improvements can make a big difference to people’s lives.

• When getting views of service users, please make sure that you are using material that is user friendly and 

easy read formats.
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CQC

(Prior Information Return)

Inspection

Recommendation

SERVICE

IMPROVEMENT

PLAN

Feedback from

Other Stakeholders, i.e.

GPs, Nurses, OTs

Community

Internal Audit

Report /

Recommendations

Agreed areas 

for Improvement

Team Awaydays

Carers Service

Client Survey

Results/Outcomes

Complaints /

Compliments

17 September 2018 4

Service Improvement Plan Framework

Recommend 

they are done 

on an 18 

month cycle
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Improvement How was the Improvement Identified What action will you take to achieve 

this

How will you measure the outcome

EXAMPLE : More flexible meal times Identified through CQC Inspection/Service 

User Surveys / Internal Audit, Carers 

Group

Discussion with staff/service users about 

how it can be done / staffing implications. 

Outcome: meals not at fixed times 

anymore.

Follow up discussions with 

families/service users/staff to see if 

changes are working

Improvement Plan 
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Who was involved in Reviewing the Plan

17 September 2018 6
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What People Say

17 September 2018 7
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APPENDIX D

BUSINESS PLAN 

Key Performance Indicators 2018/19

Measure                                                            TARGET
2018-2019                                      2019-2020                              2020-2021

Update

Sickness Levels 5% by March 2019 4.5% by March 2020 4% by March 2021

Budget Reduce deficit to £140k 
by March 2019

Reduce deficit to 
£1400k by March 
2020

Reduce deficit to 0 by 
March 2021

Turnover Below 7% per quarter 
over the 3 years of the 
plan

Below 7% per quarter 
over the 3 years of 
the plan

Below 7% per quarter 
over the 3 years of 
the plan

New Business 5% of turnover 7.5% of turnover 10% of turnover

CQC Grade Good – aspire to 
outstanding

Good – aspire to 
outstanding

Good – aspire to 
outstanding
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Activity Plan 2018-2019

Measure                                                           MEASURE
2018-2019                                      2019-2020                              2020-2021

Update

Investors in 
People 
Accreditation

Achieve IiP Accreditation 
status in March 2019

Retain IiP Accreditation 
to March 2020

Assess capability for IiP 
bronze by March 2021

Service 
Improvement 
Plans

Ensure all services have 
Service Improvement 
Plans in place and are 
regularly reviewed (over 
the 3 years)

Ensure all services have 
Service Improvement 
Plans in place and are 
regularly reviewed 
(over the 3 years)

Ensure all services have 
Service Improvement 
Plans in place and are 
regularly reviewed 
(over the 3 years)

Training Plan Develop a training plan 
for Southend Care and 
ensure all mandatory 
training is achieved

Ensure a training plan 
for Southend Care and 
ensure all mandatory 
training is achieved

Ensure a training plan 
for Southend Care and 
ensure all mandatory 
training is achieved

Agency Staff Reduce agency spend by 
5% month on month. 

Aim to have agency 
spend reduced to 
£100k per year

Aim to have agency 
spend reduced to 
£100k per year

Service User 
inclusion

Develop a plan to involve 
service users in each 
service to have their say 
in how the services are 
delivered.

Implement the plans 
agreed in Year 1

Review the plans that 
are in place and make 
any amendments 
needed

Workforce 
Strategy

New appraisal system to 
be implemented

Review advertising and 
recruitment of staff

Ensure meeting target 
audience
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Business Development 2018-2019

Measure                                                           PROPOSAL
2018-2019                                      2019-2020                              2020-2021

Update

START Explore demand for 
private delivery of START 
service and, if so, how 
this would be delivered.

TBA TBA

Viking House Increase delivery by 50 
hours per week

Shared Lives Explore extending the 
service for older people

Procurement Team Meet with Procurement 
team on a quarterly basis 
to explore contract 
opportunities with SBC

Project 49 Accept request from 
people out with 
Southend on Sae with 
personal budgets, but 
within the Essex area.
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