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Disclaimer 

The matters raised in this report are only those which came to our attention during our internal audit work.  Our quality 
assurance processes ensure that our work is conducted in conformance with the UK Public Sector Internal Audit Standards 
and that the information contained in this report is as accurate as possible – we do not provide absolute assurance that 
material errors, fraud or loss do not exist.   
 
The Head of Audit is only responsible for the due professional care in developing the advice offered to managers on risk, 
control, and governance issues.  Where managers accept our advice, they accept the accountability for the consequences 
of implementing the advice. Internal Auditors working in partnership with managers during the consultancy assignment will 
not take part in any sign off decision. 

This report has been prepared solely for the use of Members and Management of East Lindsey District Council. Details may 
be made available to specified external organisations, including external auditors, but otherwise the report should not be 
used or referred to in whole or in part without prior consent.  No responsibility to any third party is accepted as the report 
has not been prepared and is not intended for any other purpose.
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1.1 We were asked by the Council to review the effectiveness of the set up and 

governance arrangements for its newly formed company – INVEST East Lindsey (the 

Company).  This followed best practice1 - seeking to support the delivery of expected 

results and outcomes of the Company and early learning as it matures and expands.  

  

1.2 We have approached this review with a strong emphasis on governance and this 

includes consideration of the following: 

 

▪ Effective decision-making process – ensuring that there is a clear rationale 

for setting up the new Company, including a robust business case. 

▪ Set up of the Company – ensuring good practice followed on governance, 
processes, and financial management. 

▪ Kingfisher Park – insofar as it impacts on the Company set up and operations. 

 
1.3 During 2020 onwards the Council and its officers were responding to the pandemic – 

playing a vital role in the Lincolnshire Resilience Forum - supporting communities and 
businesses.  This placed significant pressures on all officers involved and impacted 
the timeliness of some of the actions around the implementation of the Company.  It 
also impacted on the Company operations and results in 2020 & 2021. Similarly, 
recent events have impacted on the Housing market, which is a component of this 
business.  

  

1.4 We confirmed that a briefing paper setting out the key factors for consideration on 

establishing a Local Authority Trading Company was first drafted in January 2019 and 

then completed in September 2019 - where it went to management team meetings for 

further discussion.  Whilst this paper provided high level information of different 

delivery models, it clearly stated it was to ‘solely to describe the Local Authority Trading 

Company option’.  It also set out the key stages and steps that must be completed 

beforehand, including: 

 

▪ Strategic Vision. 

▪ Appraise all options. 

▪ Outline business case. 

▪ People / Staff strategy. 

▪ Governance. 

▪ Financing & Taxation. 

▪ Transfer of assets and provision of support services. 

▪ Company registration. 

 

 

 

 
1 CIPFA Local Authority owned companies:  a good practice guide (published May 2022) 

Management Comment: The only way to “in-source” the existing Kingfisher contractor 

was to set up a company as this is a commercial activity and therefore legally a 

company was the only viable and legal route for doing so. 
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1.5 The potential for a company was also touched on in the Savills report of November 

2018 and in the transformation Programme for the Council where this clearly refers to 

Kingfisher Park and that it ‘would benefit from a more commercial approach and 

distancing from local government constraints and requirements.  “Does Kingfisher 

need to be delivered through a different arrangement? E.g., Investigate the need and 

value of a separate company which would not have local government constraints, but 

being wholly commercial might have financial implications.’ 

 

1.6 We acknowledge that the opportunity in forming the Company provided the Council 

with more freedom and flexibilities in delivering its commercial activities, but a robust 

and detailed business case needed to be more fully considered through the Council’s 

formal decision-making process before it was incorporated and commenced trading 

– this did not happen.  

 

1.7 Extensive Legal advice was received from Trowers and Hamlins in July 2019, which 

considered different governance options for the company (giving pro’s and con’s) and 

one of these was chosen and implemented. 

 

1.8 Ideally more work on the Company infrastructure should have been in place at the 

outset – with delivery oversight put on a project management footing.   

 

 

 

 

 

 

 

1.9 The outcome of our work is designed to improve the Council’s governance 

arrangements going forward.  These are explored more fully in the following 

paragraphs.  

 

Effective Decision Making & Scrutiny  

 

1.10 Management Team received a briefing paper – Local Authority trading Companies 

including options as a draft in January 2019 and final draft in September 2019. The 

Executive Board were provided an outline of the benefits and rationale for setting up 

the Company on the 25th of September 2019.   It aligned to the ‘Strategy for Enhancing 

our Financial Sustainability’ – approved by the Executive Board on the 14th of 

November 2018.  The report did not provide a range of different options for the 

Executive Board to consider in more detail, but it did refer to the ‘interim business case 

Management Comment: We would accept that the arrangements for the company could 

have been more advanced at that time. We also accept that better project management 

could have assisted in ensuring that the decision making was managed in a more 

coordinated way. 
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for a local authority company’. 

 

 

 

 

 

 

 

 

 

 

1.11 Option appraisal is a key feature of robust local government decision making and 
something which should be routinely evidenced in the Council’s formal decision 
papers.  Those making the decision require good quality information supported by 
robust data.  As a minimum we would have expected a robust business case to be 
presented to the Executive Board. In the case of setting up the Development Company 
this did not happen.  We have confirmed that information on options (at a high level) 
was considered in January / September 2019 through the Council’s informal 
processes by the management team.  The Portfolio Holder was adequately briefed on 
the preferred route forward.  The Company business case provide by the Council can 
be found in Appendix 2 – Briefing paper on setting up a local authority company.   

 
1.12 The Executive Board approved a recommendation that: 

 

“The Company shall not be permitted to trade unless the Executive Board has first 
considered, and submitted to the Full Council for approval, a business plan setting 
out fully costed and justified proposals for the first year’s trading. Thereafter, the 
business plan shall be approved annually by Full Council.” 
 

1.13 We also acknowledge that the outcome may not have changed however this level of 

analysis is needed before significant policy decisions are being made. The interim 

business case / briefing paper is not a good example – more detail should have been 

provided to the Executive Board.  

 

1.14 We confirmed that an exempt report was presented to Full Council on the 4th of 

December 2019 – it included a business plan.  The report template used confirmed 

that the S151 and the Monitoring Officer were consulted on the report.  The report 

contained comments by legal.  The report itself contained no comments on the 

business plan.   

 

 

1.15 We note that the current report template includes a specific section on financial 

implications and constitutional & legal implications.  However, from examination of 

Management Comment: The Portfolio Holder was clearly well briefed at the time 

and very clear on what was intended.  The Portfolio Holder for Finance and Property 

is clear in his recollection that a company option was the preferred route forward. 

Our legal advice confirms that for the Council to act commercially it had to set up a 

company in order to incorporate what was the “going concern” at that time 

outsourced to an external party. The Localism Act 2011 (S4) is prescriptive in this 

regard. 

 

Management Comment: At that time no specific Financial Implications section was 

part of the committee report format, this has now been addressed 
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recent reports to the Executive Board it is not clear if officers from finance and legal 

disciplines provided these comments.  Their explicit comments help support effective 

decision making. 

 

 

 

 

 

 

1.16 We could find no long-term financial strategy presented to any Committee for the 

Company.  It is important for those making the decision to be aware of the key risks 

and the extent of financial exposure for both short- and long-term financial planning.   

 

 

 

 

 

 

 

 

 

 

 

 

1.17 We noted that the risk assessment in the report was of a general nature – we would 

have expected a more detailed risk assessment given that this was a major new 

venture for the Council and that success (and failure) of local authority owned 

companies have featured in some recent public interest reports at other councils. The 

risk assessment stated: 

 
‘The company’s operation will give rise to financial and reputational risk to the 

Council. This will be controlled through the approval of an annual business plan and 
the rigorous analysis of the individual business cases that will be required to secure 

local authority funding for the company’s activities’. 
 
  
 
 
 
 

 
 

1.18  Effective scrutiny is a key element to good decision making.  We found little effective 

Management Comment: The report conformed to the requirements of ELDC 

committee reports at the time, since then additional information is now required, 

we note the points that have been made. 

Management Comment: The business plan was an annual plan as that is what was 

requested initially in the Council papers. It was subsequently updated for year 2 (in 

October 2020) and each additional business case (housing and eco lodges 

December 2020) also provided medium term financial forecasting.  

The requirement was for a business plan for the first year’s trading and annually after 

that. In December 2019, the initial business plan was approved. In October and 

December 2020, 2 further business cases (for eco-lodges and housing) and a 

business plan (for Kingfisher) were presented. The Kingfisher report gave forecasts 

for 21/22, in line with the requirements of the Council. 

Management Comment: This is an accepted point regarding the Risk Register 

which was subsequently rectified, and the risk register is being reviewed by the 

Shareholder Supervisory Board and Director Meetings.  

Regarding the risk of a company this was initially taking a going concern for the 

Council into the company. The majority of national press relates to new start 

companies rather than those taking on the business of a going concern. There 

were detailed business plans created for the Housing and Eco-Lodge elements of 

the company.  
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scrutiny contribution on the decisions around the formation of the Company and its 

proposed business activities. The Overview & Scrutiny committee seemed to act more 

as a sounding board for the concept of forming the Company.  Scrutiny over a robust 

business case would have: 

  

▪ Increased the level of openness and transparency. 

▪ Provided greater understanding of the potential risks and issues behind the 

formation of the Company and impact on Kingfisher Caravan Park.  

▪ Potentially resulted in a smoother and more effective implementation of decisions.    

 

1.19 Members should have five working days to reflect on the papers in advance of 

meetings – this is important to demonstrate that appropriate due diligence has taken 

place for any new proposal.  On the 22nd of October 2019 the Overview Scrutiny 

Committee were provided a verbal update on the formation of the Company.  

 

 

 

 

 

 

 

 

 

Set Up of the Company  

 
Governance  

1.20 The Company was incorporated on the 2nd of December 2019 – with trading operations 

at Kingfisher Park commencing on the 1st of January 2020.  The Council took specialist 

legal advice in drafting its Articles of Association (signed 10th January 2020) and 

Shareholders Agreements– which include the expected safeguards for the Council as 

a Shareholder. 

  

1.21 The Board of Directors and the expected infrastructure for running a business was not 

in place when the Company commenced trading activities at Kingfisher Caravan Park 

(January 2020). 

 

 

 

 

1.22 Training on Directors roles and responsibilities was received in August 2020.   A 

Management Comment:  

Members did have the chance to ask questions at the meeting and Overview & 

Scrutiny also have the option to ‘call-in’ any decision they feel has not had enough 

scrutiny and ask for further information. We accept that more opportunity for scrutiny 

would have assisted with this project, and this is being addressed as this matter is in 

the work plan for this year. 

Management Comment: When the company was incorporated, a single Director was 

appointed on the same day to ensure the company could trade and that Kingfisher 

Caravan Park could trade under the company from 1st January 2020. This is a legal and 

acceptable way to start a limited company, 1 Director is the minimum requirement, and a 

full Board and infrastructure was in place shortly after. 2 further Directors were appointed 

in May and Board meetings commenced in June 2020. 



 

Executive Summary 

 

6 | P a g e  
 

Directors handbook is not in place for the Company, although there is a training 

presentation which includes key information that all Directors have received a copy of.  

The Directors of the Company are Council employees and include and Executive 

Councillor. 

 

 

 

 

     

1.23 It is not uncommon for Officers and Executive Councillors to make up Boards of council 

companies.  A director of a company has a legal duty to promote the best interests of 

that company – this can conflict with their other roles.  The Company does not have a 

conflict-of-interest policy – setting out how such conflicts should be dealt with when 

they inevitably arise.  They do, however, have a reminder at the beginning of each 

board meeting to declare any interests.  

 

 

 

 

1.24 A Shareholder Supervisory Board has been established and consists of:  

 

▪ four elected members, made up of three Executive Board members and the 
Chairman of the Overview Committee, and  

▪ the Chief Executive, the Section 151 Officer, and the Executive Director - 
Economic Growth. 

    

1.25 The key responsibilities of this board are to: 

 

▪ consider the viability of proposed project business plans and whether they should 

be taken forward for Council approval and / or consent as set out in the 

shareholders agreement. 

▪ monitor operations and performance of the Company. 

▪ ensure compliance and alignment with Council corporate objectives. 

▪ receive internal audit reports from directors and officers of the Company. 

▪ receive borrowing reports.   

 The Shareholder Supervisory Board terms of reference state: 
 

‘’There will be annual reporting to the Council on the activities of the Board and 

operation of the Company’’ (clause 4.3) and ‘’These terms of reference shall be 

reviewed at least annually, and any amendments shall be approved by the Council’’ 

(clause 6.1). 

Management Comment: A director’s handbook is being put together which will 

include all the key information as an induction pack. 

Management Comment: The Council has an Outside Bodies Policy which 

Officers and Councillors must adhere to and Clause 16 and 17 of the Company’s 

Articles of Association also deal specifically with this matter. 
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This has not happened. 

 

 

 

 

 

 

 

Business Plan   

  

1.26 Following the decision to proceed a business plan was presented to the Council.  The 

business plan was short on detail with limited commercial data.  Further detail on 

commercial performance was required to provide a more robust and comprehensive 

plan e.g., competitor analysis, target customers, clear objectives.  It is accepted that 

most of this data was included in the Savill’s report – November 2018 but this data 

was not provided to the Council.  The business plan presented referred solely to the 

operation of the Kingfisher Park operations – not all areas of the proposed Company 

activities.  

 

 

 

 

 

 

 

 

1.27 Whilst presenting a Business Plan met the requirements of the decision by the 

Executive Board of the 25th of September 2019 and aligned with Council aspirations – 

a longer term business strategy for the Company was not in place at the outset.  It is 

good commercial practice to have both.  Although, it could be said this was contained 

in the Strategy for Enhancing our Financial Sustainability Report. 

 

1.28 At an operational level – officers who are undertaking Company activity are employed 

by the Council – impacting on their capacity for Council work and vice versa.  As the 

Company grows the amount of work will increase.  The Company employing its own 

staff – bringing sufficient commercial knowledge and acumen - could help drive the 

next phase of the Company’s commercial performance and delivery.  This together 

with some continued ‘buy back’ of other Council services will help increase capacity 

and keep costs down.    

 

 

   

Management Comment: It is acknowledged that best practice would be for an 

annual report to be sent from the Supervisory Board to the Council. However, it 

should be noted that Shareholder Supervisory Board and Director meetings are 

held which is in line with the requirements of the Shareholder Agreement. 

Management Comment: The initial activity of the company was related to 

Kingfisher Park, which is why the initial plans referred only to activity involved with 

Kingfisher. Further business cases were presented for each new project of the 

business, and they provided clear objectives and other key measures for 

consideration.  Much of the analysis mentioned above in relation to Kingfisher 

Caravan Park is contained in the Savill’s report from November 2018. 
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Risk  

1.29 The Council is taking most of the risk with the activity of the Company.  It is the Council 

who appoints the Directors, who directs and controls the Company to deliver against 

the Company Business Plan.  The Council has a high level of control as set out in the 

Shareholder Agreement and funds the Company’s activities through unsecured loans.  

This should not stifle commercial activity but does reflect the public accountability the 

Council has to the residents of East Lindsey.   

  

1.30 At present the performance of the Company is not formally reviewed by the Council 

through its formal committee performance and accountability framework. The 

Shareholder Supervisory Board does oversee Company performance (as set out in 

the Shareholder Agreement the Shareholder Supervisory Board monitor the Company 

on behalf of the Council), but we suggest greater transparency in holding the Company 

to account.  As the Company is in its early stages of operation it provides the Council 

with a good opportunity to review and enhance how it holds the Company to account 

– reviewing its performance through its formal decision and scrutiny arrangements.  

For example, performance could be reported either to the Executive Board or Council 

on the Company’s mid-term and year end results (see also para 1.25 referencing the 

Shareholder Supervisory Board terms of reference).   

 

 

 

 

 

 

   

Financial Governance / Management 

1.31 Effective arrangements for monitoring the financial position of the Company play an 

integral role in maintaining accountability and in safeguarding the Company’s and 

Council’s financial interests. The Shareholder Supervisory Board is reliant on the 

financial information it receives from the Company being complete and accurate to be 

able to provide effective scrutiny and oversight.   

   

1.32 It is a requirement of both the Companies Act 2006 and the Shareholder Agreement 

for the Company to maintain accurate financial records. The issues internal audit and 

the Company’s External Auditor identified undermine the integrity of the accounts and 

expose both the Company and Council to a significant risk of fraud and error.  

 

1.33 We identified inadequacies in the arrangements for the processing and accounting for 

Management Comment: Best practice is for Shareholder Board to monitor 

company performance quarterly as a minimum, this aligns with the wording of the 

Shareholder Agreement. Overview & Scrutiny should also be offered opportunity to 

add review of company to work programme – this was done but delayed and is now 

underway. 
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transactions, expenditure and in the monitoring and reporting of the Company’s 

financial position when it commenced trading. This was primarily driven by the 

absence of a Finance Director role on the Company’s Board and of any Company 

Financial Procedure Rules or scheme of delegation in place at the outset. Operations 

commenced without basic sound financial systems and control processes being put in 

place.  These issues were raised with the S151 Officer in May 2021 so that immediate 

corrective action could be taken. 

 

 

 

 

1.34 Financial regulations for the Company were developed in July 2021 – over a year after 

trading.  These should have been in place at the outset. 

 

 

 

 

1.35 The accounts were being posted by a Company Director who is not an Accountant. 

This individual was able to post transactions, make payments as a sole signatory and 

is able to perform bank reconciliations as there are no segregation of duties within 

these processes. Bank and other control account reconciliations were not being 

performed on a regular basis. 

 

 

 

 

 

 

1.36 The Company’s accounts for 2020/21 were filed late.  External Auditors also identified 

and raised concerns in the following areas upon auditing the Council’s first set of 

accounts: 

 

• Governance 

• Directors related parties 

• Financial assets 

• Stock 

• Income 

• Debtors 

• Bank & cash 

• Purchasing  

Management Comment: These issues have been addressed. 

 

Management Comment: These issues have been addressed. 

 

Management Comment:  

These issues have been addressed. 
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• Creditors  

• Payroll 

• Trial balance & nominal ledger 
 

1.37 The second set of accounts to the 31st of March 2022 (filed on the 7th of January 2023) 

were qualified by the External Auditors.  This was based on failure to keep adequate 

accounting records – therefore non-compliance with Companies Act 2006.  

 

1.38 An action plan - based on the external audit recommendations was created and is 

currently being worked through, although not all issues highlighted in the report have 

been fully resolved. 

 

 

 

  

 

 

1.39 Regular financial information is being presented to the Shareholder Supervisory Board 

or Directors.  This does not include regular cash flow or balance sheet information. It 

is usual for company reporting to include these as part of regular financial oversight.  

 

Kingfisher Park 

 

1.40 Whist our review focussed on the formation of the development company – the 

decision on the future of the Kingfisher Park played a key role in the operation, the 

business case for a Company (due to the legal requirements) and business plan of the 

Company.  We therefore examined the decision made on the 25th of September 2019 

– approving the Company to manage the caravan sales operation at Kingfisher Park.  

 

1.41 The Executive Board report dated 25th September 2019 - on the formation of the 

Company - included reference to the trade in land, building and other property (such 

as caravan sales through the Kingfisher Caravan Park).   

  

1.42 On the same agenda – following the approval by the Executive Board to form the 

economic development company, they considered a report on Kingfisher Park, given 

that the existing contract managing caravan sales on behalf of the Council ended on 

the 31st of December 2019.   

 

1.43 The Executive Board were presented with two options: 

Option One - ELDC directly employ a sales team in house. 

Option Two - Seek a Management Agreement with a caravan agent with no interest in 
any other park in the area. 

Management Comment: Sage financial system was in place. However, we 

acknowledge that issues could have been minimised if a more robust set of 

financial procedures had been in place and adopted as they were for 2021/22. 
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1.44 Option One – relied on the successful formation of the Company due to the legal 

requirements– this was the recommended option. The Executive Board were asked to 

approve this option when the appropriate due diligence on the Company had not been 

completed (business case and business plan) or fundamental company business 

systems established and operating effectively.   

 
 
 
 
 
 
 
 
 
 
 
 

1.45 In our opinion the risks associated with the Company trading before its governance 

framework and operations were fully established were downplayed – the report 

included the following risk: 

 

‘The company’s operation of caravan sales will be a new venture give rise to potential 

financial and reputational risk to the Council. This will be controlled through the 

approval of an annual business plan and the robust analysis of business cases that 

will be required to secure any local authority funding for the company’s activities. 

 

1.46 We did not find the same level of focus on Option Two - seeking a Management 

Agreement with a caravan agent the report.  The report stated: 

 

‘It is considered doubtful, given ‘supplier x’ performance that bids of a similar value 

would be received by the Council at present.’ 

 

We found no evidence of market engagement to support this assertion.   
 
 
 
 

1.47 We found that the alternative option to extend the existing contract was not fully 

explored in the report to the Executive Board on the 25th of September 2019.  We 

acknowledge that the outcome may not have changed however this level of analysis 

is needed to provide a complete picture.  

 

 

Management Comment: Option One was only approved subject to a business 

case/plan being presented and approved, which subsequently happened.  All other 

processes of setting up a company were done correctly and only following the 

correct approval processes from Members. 

The only way to “in-source” the existing Kingfisher contractor was to set up a 

company as this is a commercial activity and therefore legally a company was the 

only viable and legal route for doing so. 

 

 

 

Management Comment: We have no reason to believe this wasn’t considered at 

the time. 

 

 

 

Management Comment: Option One was the only way to “in-source” the existing 

Kingfisher contractor was to set up a company as this is a commercial activity and 

therefore legally a company was the only viable and legal route for doing so. 
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1.48 Option appraisal is a key feature of robust local government decision making.  

Members rely on officers to follow processes and to present complete and accurate 

information when they are asked to give a political steer or make a decision.  

 

 

 

 

 

 

 

 

 

 

 

1.49 We also noted that the legal considerations contained in the report only referenced the 

formation of the Company – not the wider implications of the report.  We would have 

expected these to have been considered given some of the subject matter of the report 

and the risks outlined in the report.    

 

1.50 Ensuring openness and comprehensive stakeholder engagement is one of the core 

principles of good governance2.  Local government is run for the public good – councils 

should therefore ensure openness in their activities.  This promotes clear and trusted 

channels for communication with all groups and stakeholders.   

 

 
2 CIPFA/SOLACE – Delivering Good Governance in Local Government – Framework (2016 Edition) 

Management Comment:  

. The Portfolio Holder was clearly well briefed at the time and very clear on what was 

intended.  The Portfolio Holder for Finance and Property is clear in his recollection 

that a company option was the preferred route forward. 

Our legal advice confirms that for the Council to act commercially it had to set up a 

company in order to incorporate what was the “going concern” at that time 

outsourced to an external party. The Localism Act 2011 (S4) is prescriptive in this 

regard. 
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The following section of the report sets out our recommendations for suggested 

improvements in the Council’s governance arrangements – some of which may have already 

been actioned by management given our interim feedback during the review and the delay in 

formally reporting the outcome of our work.   

Effective Decision Making & Scrutiny  

2.1 The Council should ensure business cases clearly consider five key questions: 

 
• Strategic case - is there strategic fit and a strong case for change -meeting 

strategic and operational needs? 

• Economic case - has a wide range of options been considered and can we 
demonstrate value for money – offering optimal public value? 

• Commercial case - is the service delivery commercially viable and what does 
the deal(s) look like? Is it attractive to both public and private sectors? 

• Financial case - is the proposal affordable and where are the funds coming from? 

• Management case - what is the plan for successful delivery of the proposal? 
Can it be successfully delivered (the implementation plan)? 

 

2.2 The Council should take the opportunity to review the Company business case – 
clearly articulating what success for the Company looks like in achieving social 
outcomes and return on investment. 

2.3 All decision reports should include comments from finance, legal and consultees.  The 

Council should ensure that these are comprehensive and its clear who provided the 

commentary.  

 

 

 

2.4 A review of the effectiveness of the Council’s scrutiny arrangements should be 

undertaken. This should include the level of data provided on alternative options, risks 

and ensure that sufficient time is given to promote effective scrutiny and challenge. 

 

 

 

 

      

Management Comment: All reports are completed to the agreed template and 

contain all information required by the constitution and by members. Consultees 

for the reports in question were clearly stated, even if individual comments were  

not. 

 

Management Comment: There is already sufficient time through the committee 

meetings and through the power of Overview and Scrutiny to ‘call in’ decisions for 

further scrutiny. Option for further scrutiny is built into council processes so if any 

member felt it needed more scrutiny it could have been called in at any time. 
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2.5 The Council should review its programme of formal oversight and scrutiny of the 

Company.  This has been done. At least annual reporting by the Shareholder 

Supervisory Board to the Executive Board and / or Council should be undertaken.  

 

 

 

2.6 As the Company has been operating for 3 years - now is the time to review the 

appointments to the Board.  Ensuring that the current appointment provide appropriate 

commercial experience for the activities being undertaken.  Expanding the non-

executive appointments with specific housing sector experience may also benefit the 

scrutiny and challenge.  

 

 

2.8 As part of the Council’s annual review of its governance arrangements - the Company 

should present to the Council’s Audit & Governance Committee assurance on the 

Company’s governance framework.  The Company should also be referenced in the 

Council’s Annual Governance Statement.   

 

 

 

Set up of the Company  

2.9 A Company strategy should be developed with greater detail – including information 

on all areas of Company activities e.g., market analysis, risks, sensitivity, performance, 

and forecasting – short and longer term.  This analysis should be undertaken by 

individuals with the appropriate commercial acumen.  

2.10 The Council should request a review and development of appropriate staffing structure 

for the Company – to oversee the operations and to drive commercial delivery.  The 

structure could be resourced incrementally and phased against specific trading 

activity.  

2.11 Given that the Company has been trading for 3 years now is the time to review the 

Articles of Association, Shareholder Agreement and Shareholder Supervisory Board 

terms of reference and their actual operation, ensuring they remain fit for purpose and 

are effective. 

Management Comment: Steps are being taken to formalise this process. The 

Shareholder Agreement already requires the Company to update the Council 

through the Shareholder Supervisory Board on a regular basis (monthly or as 

agreed). 

 

Management Comment: Additional skills resources have been added to the 

board and this is all completed and in place. 

 

Management Comment: The company has been referenced in the Annual 

Governance Statement. 
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2.12 The Company Directors have responsibility to ensure that the financial systems, 

performance reporting and internal control framework of the Company are robust and 

comply with best practice.  The Shareholder Board should seek assurance from the 

Company that all the control weaknesses identified by the auditors have been rectified.   

2.13 The Shareholder Supervisory Board should check that the Company develops a 

Directors Handbook (based on good practice and widely available) and a conflicts of 

interest policy / procedure is established. 

 

 

2.14  The Council should benchmark its Company operations against the CIPFA Local 

Authority owned companies:  a good practice guide (published May 2022) – ensuring 

compliance or explaining reasons for non-compliance to this guidance.  

2.15 The Council should ensure that appropriate service level agreements are in place for 

services provided to the Company.  

 

 

2.16 Clarity over dividend payments to the shareholder should be included in the 

Shareholders agreement.  

 

Management Comment: Director handbook being developed. Conflict of Interest 

procedure in place. 

 

Management Comment: This is in development. 

 

Management Comment: This is in development. 

 



 

Background and Context  
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3.1     On 25 Sept 2019 the Council’s Executive Board approved the formation of a wholly 

owned economic development company limited by shares, INVEST East Lindsey. The 

Company was set up as a commercial vehicle to provide the Council with more 

freedom and flexibility to achieve growth and financial sustainability. The key drivers 

highlighted were: -  

 

• To facilitate the re-use and disposal of the Council’s surplus land.  

• To correct market failure in the delivery of housing and employment land. 

• To generate income for the Council by trading at a profit in land, buildings, goods, 

and services. 

  

3.2 The formation of the Company aligns with the Council’s ‘Strategy for enhancing our 

financial sustainability’ – approved by the Executive Board on the 14th of November 

2018.  

 

3.3 The report recognised that the Council ‘may and should exert an appropriate measure 

of control' over Company activities and referred to appropriate governance 

arrangements being put in place at the date of incorporation.   

 

3.4 Executive Board approved the formation with the following condition: 

 

’The company shall not be permitted to trade unless Executive Board has first 

considered, and submitted to the Full Council for approval, a business plan setting 

out fully costed and justified proposals for the first year’s trading. Thereafter, the 

business plan shall be approved annually by Full Council’’ 

 

3.5 At the same meeting, a separate report was submitted on the transformation 

programme for Kingfisher Park. This included the proposal for the new Company to 

manage the caravan sales operation at Kingfisher Park, given that the existing contract 

with Coastfields Leisure Ltd3 (CLL) was due to end on 31 December 2019. The 

proposal included a request for a £272K in perpetuity loan for the Company to facilitate 

this and a 12-month caravan trading forecast.  

 

3.6 The Company established its caravan sales and hire fleet operation at Kingfisher Park 

in 2020, following the termination of the Council’s contract with CLL in December 2019, 

and commenced a housing development scheme in Chapel St Leonards in 2021. 

These continue to be the principal activities of the Company. 

 

3.7 To date, the Company has received £2.8m in loan funding from the Council, of which 

£1.3m was for the caravan sales and hire fleet and £1.5m for housebuilding in Chapel 

 
3 Coastfields Leisure Ltd sold caravans on ELDC’s behalf until Dec 2019. 
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St Leonards. 

 

3.8 The Company accounts state a loss of £202,986 for 31st March 2021 and a loss of 

£68,494 for 31st March 2022.    

 



 

Scope and Coverage  
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4.1 We were asked to provide an independent review of the effectiveness of the set up 

and governance arrangements in place, which support the delivery of expected results 

and outcomes by the Company and to provide early learnings to support the Company 

as it matures.  

 

4.2 We provided interim findings to the Council following our initial enquiries to improve 
governance, oversight, and financial information. 

 
4.3 Our work has involved examination of: 

• the shareholder agreement. 

• governing documents and minutes from Company Board and Council Committee 

meetings up to December 2021. 

• examination of transactions from formation to December 2021. 

• discussions with Members and Officers from the Council, Company, and 

Shareholder Supervisory Boards and Public Sector Partnership Services Ltd 

(PSPS).  

 

4.4 The review and findings are largely focussed in three key areas: -  

 

• Effective decision making during the creation of the Company. 

• Financial Control.  

• Effectiveness of Governance arrangements. 

 

4.5  Reporting of the results of this review was delayed due to various reasons within the 
Audit Team.  That said – despite the elapsed time since completing fieldwork our 
findings are still relevant and provide the Council with a platform for improving the 
Company’s governance and operating arrangements.   

 
4.6 We would like to take the opportunity to thank the Council, Company and PSPS for 

their support and engagement throughout the review.
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