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Environment and Sustainability Committee - Tuesday, 14 January 2025 
 
 
Dear Councillor 
 
I enclose the following item which was marked ‘to follow’ on the agenda for the 
Environment and Sustainability Committee meeting to be held on Tuesday, 14 January 
2025: 
 
 

8.   Audited Financial Statements for Spelthorne Direct Services Ltd 
(SDS) for the year end 31 March 2024 

3 - 32 

 To note the audited financial statements for Spelthorne Direct Services 
Ltd for the year end 31 March 2024. 
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Environment & Sustainability Committee  

14 January 2025 

 

1. Summary of the report 

What is the situation Why we want to do something 

• This Committee is responsible for 

the oversight over Spelthorne 

Direct Services (SDS). 

• Every year the accounts of SDS are 

subject to an independent audit. 

• This report is a backward looking 

and focuses on the year to 31 

March 2024. 

• Note that the external auditors 

gave an unqualified (no significant 

• As part of good governance, this 

Committee manages the relationship 

with SDS on behalf of Council.  

• The SDS Board have discharged their 

duties and obtained an unqualified 

audit report for the year end 31 

March 2024.  

Title To note the audited financial statements for Spelthorne Direct 
Services Ltd (SDS) for the year end 31 March 2024 

Purpose of the report To note 

Report Author Terry Collier Chief Finance Officer 

Ward(s) Affected All Wards 

Exempt No 

Corporate Priority Community 

Addressing Housing Need 

Resilience  

Environment 

Services  

Recommendations 

 

Committee is asked to note the report, and particularly the 
unqualified audit report. 

Reason for 
Recommendation 

The Board of Directors of Spelthorne Direct Services Ltd 
approved the accounts for the year ended 31 March 2024 on  

16 August 2024. 

 

The Auditors provided an unqualified audit report and the 
accounts have been filed at Companies House and with His 
Majesty’s Revenue & Customs (HMRC), where there is no 
Corporation Tax to pay. 
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findings of concern) audit opinion 

for the year end 31 March 2024. 

• After depreciation and interest 

charges, the Company made a 

profit of £46k (2021-22: £10k) for 

the year to 31 March 2024.  

This is what we want to do about it These are the next steps 

• To review the report and its 

appendices. 

• Question managers and the 

Directors about the results 

contained in the financial 

statements, the comments in the 

management letter and the 

Directors response in the Letter of 

Representation, noting that this 

was a straightforward audit 

assignment. 

• Focus on the figures for 2023-24, 

as the previous year has been 

noted by the Committee. 

• That the Committee note the report. 

 

2. Summary of the report 

2.1 The unqualified audited accounts for the year ended 31 March 2024 were 
approved by the Spelthorne Direct Services Ltd (SDS) Board on 16 August  
2024 and filed at Companies House. 

2.2 The was no Corporation Tax to pay. 

2.3 A summary of the profit and loss account on page 5 of Appendix A is shown 
below, noting that under Company Law, losses are shown as a negative 
figure and profits are shown as a positive figure, which is the reverse situation 
when reporting under the Chartered Institute of Public Finance Accountancy 
Code for Local Authorities: 

 2023-24 2022-23 

Turnover  £580,265 £373,587 

Profit/(loss) for the year £38,561 £35,316 

Total equity £84,219 

 

£45,658 

 

2.4 The business continues to grow steadily, given that it is a start-up business 
and the main changes during the year were as follows: 
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(a) Turnover increased by over £200k compare to the previous year. 

(b) Direct costs increased by £155k. 

(c) Overheads increased by £14k, as the company took on additional admin 
support. Offset by reduced training costs and audit fee. 

 
As the business grows, costs tend to take on a stepped change model, i.e., 
when a new contract is obtained, it is important that the company takes on 
resources to deliver the contract, in doing so, this provides spare capacity that 
takes time to fully cover new cost base, until additional contracts are obtained. 
 

3. Key issues 

3.1 Attached is the Management Letter from the Auditor Appendix B, which states 
that: 

(a) The was no change in the audit process. 

(b) There were no significant findings coming from the audit. 

(c) There was feedback on the bank reconciliation, which highlight a small 
difference, upon review this issue was successfully resolved and no 
cash was at risk. 

However, these have not been reflected in the trial balance and the Chief 
Accountant is dealing with this matter in February. 

Please note that both adjustments are favourable and under the company’s 
materiality levels and will be adjusted accordingly going forward. 

3.2 The auditors also provided confirmation: 

(a) of an anticipated clean audit report being issued, subject to final checks 
and submissions. 

(b) that the auditors agree with the Directors views on: 

i) Going concern 

ii) Accounting policies and disclosures 

(c) that there were no related party issues. 

(d) that all third-party confirmations were received. 

(e) of MGI-Midgley Snellings independence. 

3.3 As part of the normal audit process, the Directors were asked to review and 
sign the attached Letter of Representation (Appendix C).  This letter sets out 
key affirmations that the Directors have made during the audit process. 

4. Financial implications 

4.1 There are no further financial implications in respect of the financial accounts. 

5. Risk considerations 

5.1 There are no significant risk issues to draw to this Committee’s attention. 

6. Options analysis and proposal 

6.1 Not applicable 

7. Financial management comments 
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7.1 Explain the key financial headlines linked to appropriate data in appendices (if 
required). 

8. Procurement comments  

8.1 There are no Procurement implications in this report. 

9. Legal comments  

9.1 It is a requirement under section 441 of the Companies Act 2006 for accounts 
to be filed every year at Companies House. 

9.2 As the sole shareholder of SDS, the Council should have sufficient oversight 
of the company’s activities. This report assists with providing financial 
oversight and gives assurance that SDS is financially sound. 

10. Other considerations 

10.1 Detail any other considerations to be taken into account. 

11. Equality and Diversity 

11.1 Detail how the recommended proposals will impact equality and diversity and 
mitigation measures being taken. 

12. Sustainability/Climate Change Implications 

12.1 Detail how the proposal will support/impact sustainability/climate change 
issues. 

13. Timetable for implementation 

13.1 Set out a timetable, if required, showing when the proposal in the report will 
be implemented. 

14. Contact 

14.1 T.Collier@spelthorne.gov.uk 

 
Background papers: There are none. 
 
Appendices: 
Appendix A – Signed Audited Accounts for Spelthorne Direct Services for the year 
end 31 March 2024. 
Appendix B - Management Letter 
Appendix C – Letter of Representation 
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PLEASE TRANSFER TO COMPANY LETTER HEAD 

 
 
MGI Midgley Snelling LLP 
Chartered Accountants 
Ibex House 
Baker Street 
Weybridge 
Surrey  
KT13 8AH 
 
 
 
Dear Sirs 
 
The following representations are made on the basis of enquiries of management and 
staff with relevant knowledge and experience such as we consider necessary in 
connection with your audit of the company’s financial statements for the year ended 31 
March 2024. These enquiries have included inspection of supporting documentation, 
where appropriate, and are sufficient to satisfy ourselves that we can make each of the 
following representations.  All representations are made to the best of our knowledge and 
belief. 

General 

1. We have fulfilled our responsibilities as directors, as set out in the terms of your 
engagement letter dated 31 March 2023 under the Companies Act 2006, for 
preparing financial statements in accordance with applicable law and United 
Kingdom Accounting Standards (UK Generally Accepted Accounting Practice), for 
being satisfied that they give a true and fair view and for making accurate 
representations to you. 

2. All the transactions undertaken by the company have been properly reflected and 
recorded in the accounting records. 

3. All the accounting records have been made available to you for the purpose of 
your audit. We have provided you with unrestricted access to all appropriate 
persons within the company, and with all other records and related information 
requested, including minutes of all management and shareholder meetings. 

4. The financial statements are free of material misstatements, including omissions. 

5. We have considered the adjustments in Appendix 1. We confirm that, in our 
judgement, these adjustments are appropriate given the information available to 
us. We further confirm that we have now made these adjustments to the financial 
statements. 

6. The effects of uncorrected misstatements (as set out in the Appendix 2 to this 
letter) are immaterial both individually and in total. 

Internal control and fraud 

7. We acknowledge our responsibility for the design, implementation and 
maintenance of internal control to prevent and detect fraud and error, and we 
believe that we have appropriately fulfilled these responsibilities. We have 
disclosed to you the results of our risk assessment that the financial statements 
may be misstated as a result of fraud. 

8. We have disclosed to you all instances of known or suspected fraud affecting the 
entity involving management, employees who have a significant role in internal 
control or others where fraud could have a material effect on the financial 
statements. 
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9. We have also disclosed to you all information in relation to allegations of fraud or 
suspected fraud affecting the entity’s financial statements communicated by 
current or former employees, analysts, regulators or others. 

Assets and liabilities 

10. The company has satisfactory title to all assets and there are no liens or 
encumbrances on  the company’s assets, except for those that are disclosed in the 
notes to the financial statements. 

11. All actual liabilities, contingent liabilities and guarantees given to third parties have 
been recorded or disclosed as appropriate. 

12. We have no plans or intentions that may materially alter the carrying value and, 
where relevant, the fair value measurements or classification of assets and 
liabilities reflected in the financial statements. 

Accounting estimates 

13. The methods, data and significant assumptions used by us in making accounting 
estimates, and their related disclosures, are appropriate to achieve recognition, 
measurement and disclosure that is reasonable in the context of the applicable 
financial reporting framework. 

Loans and arrangements 

14. The company has not granted any advances or credits to, or made guarantees on 
behalf of, directors other than those disclosed in the financial statements. 

Legal claims 

15. We have disclosed to you all claims in connection with litigation that have been, or 
are expected to be, received and such matters, as appropriate, have been properly 
accounted for and disclosed in the financial statements. 

Laws and regulations 

16. We have disclosed to you all known instances of non-compliance or suspected 
non-compliance with laws and regulations whose effects should be considered 
when preparing the financial statements. 

Related parties 

17. Related party relationships and transactions have been appropriately accounted 
for and disclosed in the financial statements. We have disclosed to you all relevant 
information concerning such relationships and transactions and are not aware of 
any other matters which require disclosure in order to comply with the 
requirements of company law or accounting standards. 

Subsequent events 

18. All events subsequent to the date of the financial statements which require 
adjustment or disclosure have been properly accounted for and disclosed. 

Going concern 

19. We believe that the company's financial statements should be prepared on a going 
concern basis on the grounds that current and future sources of funding or support 
will be more than adequate for the company's needs. We also confirm our plans 
for future action(s) required to enable the company to continue as a going concern 
are feasible. We have considered a period of twelve months from the date of 
approval of the financial statements. We believe that no further disclosures relating 
to the company's ability to continue as a going concern need to be made in the 
financial statements. 
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Specific matters 

20. All In particular, we make the following representations in relation to the financial 
statements for the year ended 31 March 2024: 
 

a. We confirm that no holiday pay accrual is necessary for inclusion in the 
financial statements; 

b. We confirm that an amount of £268,131 is due to the parent company, 
Spelthorne Borough Council as at 31 March 2024. 

 
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. 

 

Yours faithfully 
 
  
................................................................... 
Signed on behalf of the board of directors 
 
Dated………………………………………..
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APPENDIX 1 
  
Reconciliation of draft to final accounts 

 Profit 
increase 

/(decrease) 

Assets 
increase 

/(decrease) 

Liabilities 
increase 

/(decrease) 

Shareholders’ 
funds 

 £ £ £ £ 
Profit/(loss) per draft financial statements  54,766    

Increasing depreciation on motor vehicles for a full 12 months (12,566) (12,566)   
Depreciation adjustment on IT equipment 498 498   
Deferred tax adjustment (12,786) (12,786)   
Agreeing depreciation per profit and loss to depreciation per balance 
sheet 

2,660 2,660   

Reallocating bank payments from wages expense to wages control 5,989  (5,989)  

Total adjustments (16,205) (22,194) (5,989) - 

Revised profit/(loss) per financial statements as presented to the 
Board 

38,561    
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APPENDIX 2 
  
Unadjusted errors or differences 

 Profit 
increase 

/(decrease) 

Assets 
increase 

/(decrease) 

Liabilities 
increase 

/(decrease) 

Shareholders’ 
funds 

 £ £ £ £ 
Revised profit/(loss) per financial statements as presented to the 
Board 

38,561    

Difference on audit accrual (250)  250  
Q4 waste disposal accrual difference (1,134)  1,134  
Accrual for expenses already invoiced before the year end 4,117  (4,117)  
Retained earnings adjustment in accruals (300)  300  
Pension accrual brought forward 129  (129)  

Total adjustments 2,562 - (2,562) - 

Potential revised profit/(loss) per the financial statements 41,123    
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