
Published and despatched by democracy@southkesteven.gov.uk on Friday, 31 May 2019. 
 01476 406080

Aidan Rave, Chief Executive
www.southkesteven.gov.uk 

    

Monday, 10 June 2019 at 10.30 am
Newton Room, The Guildhall Arts Centre, St Peter's Hill, 

Grantham. NG31 6PZ

Committee 
Members:

Councillor Linda Wootten (Chairman)
Councillor Mike Exton (Vice-Chairman)

Councillor Paul Fellows, Councillor Breda Griffin, Councillor Anna Kelly, Councillor Mrs 
Judy Smith and Councillor Rosemary Trollope-Bellew

Supplementary papers
5.  Companies Committee - Governance arrangements

Report from The Deputy Leader of the Council.
(Pages 3 - 17)

Constitution 
Committee

mailto:democracy@southkesteven.gov.uk
http://www.southkesteven.gov.uk/
http://moderngov.southkesteven.gov.uk/mgMemberIndex.aspx?bcr=1
https://twitter.com/intent/tweet?text=Meeting%20agenda%20@southkesteven
http://www.linkedin.com/shareArticle?mini=true&url=http://moderngov.southkesteven.gov.uk/mgWhatsNew.aspx?bcr=1
http://facebook.com/sharer/sharer.php?u=http://moderngov.southkesteven.gov.uk/mgWhatsNew.aspx?bcr=1


This page is intentionally left blank



Constitution Committee
10 June 2019

Report of: Councillor Kelham Cooke

The Deputy Leader of the Council

        

Companies Committee
A report detailing the aims of a governance framework to oversee the Council’s commercial 
ventures, and seeking approval of the new Companies Committee Terms of Reference

Report Author

Shahin Ismail, Interim Head of Legal

01476 406080

Shahin.Ismail@southkesteven.gov.uk

Corporate Priority: Decision type: Wards:

Administrative Administrative All Wards

Reviewed by: Richard Wyles, Assistant Director - Resources 29 May 2019

Approved by: Lee Sirdifield, Assistant Chief Executive, 
Transformation and Change 30 May 2019

Signed off by: Councillor Kelham Cooke, The Deputy Leader of the 
Council 31 May 2019

Recommendation (s) to the decision maker (s)

1. Constitution Committee notes and accepts the proposed governance framework as 
set out in the report.

2. Constitution Committee recommends to Council that the Companies Committee is 
set up in accordance with the content of this report and approves the Terms of 
Reference for the Companies Committee as set out in Appendix 1.

3. That Committee members receive training and information on the legal functions of 
companies, LLPs, joint ventures and the respective roles of officers and members 
involved in these entities as well as directors of these companies.
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1 The Background to the Report
1.1 At its meeting on 1 March 2019, Council resolved, among other 

constitutional changes, to dissolve the existing Shareholder Committee and 
establish a Companies Committee for the municipal year 2019/20 (minute 78 
refers). The rationale for the decision was as set out by the cross-party 
member Working Group, namely that the number and breadth of Council 
companies had increased since the establishment of the Shareholder 
Committee, and a fresh approach should be considered.

1.2 The Council is the sole owner of three companies and is in the process of 
creating a 50/50 owned joint venture Limited Liability partnership (LLP) with 
IAG Holdings, to form DeliverSK. The Council is also considering the 
creation of a joint venture vehicle specifically focused on delivering 
affordable and social homes in the District.

1.3 Council owned companies must by law operate at arm’s length from the 
Council and have their own decision-making arrangements. The council 
does not, therefore, have direct control of the decisions taken by its 
companies. In this context, the Council is asked to consider and agree the 
enhanced governance arrangements set out in this report, so that it can 
demonstrate that it is managing its different responsibilities and legal 
obligations in respect of the companies or other legal entities it owns wholly 
or in part.

1.4 The proposed arrangements are designed to ensure that there is a strategic 
level oversight of the portfolio of companies and individual companies or 
other entities in that portfolio, to ensure that their activity is coordinated to 
avoid duplication and that as a group the businesses conduct themselves in 
accordance with the council’s strategy and ethos.

1.5 The proposed arrangements are also designed to enhance corporate 
governance and provide reassurance that :-

 the Council is seen to be acting in an open and transparent manner in 
respect of its trading activities;

 the objectives of the companies are being delivered;

 performance and risk are being managed;

 the extent of any delegation of responsibilities is clear;

 there is transparency around important decisions; 

 a proper balance is achieved between transparency and commercial 
confidentiality

1.6 This report describes their existing governance arrangements and 
recommends changes to those arrangements, to create a common 
governance framework to oversee current and future company activity.
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Current arrangements
1.7 The use of corporate vehicles, such as companies and partnerships is 

prevalent in the public sector, and there are many benefits to having them, 
not least the freedom to undertake commercial activity and to deliver the 
Council’s objectives in a delivery-focused environment.

1.8 The Council has established a number of companies, each with its own 
rationale and delivery ambitions. The current companies and proposed 
future entities are set out in the table below:

1.9

Name (Ltd) Type of Entity Governance Key Aims

Gravitas Housing
Wholly owned 
company limited by 
shares

Memorandum & 
Articles of Association

To directly deliver and/or 
enable Housing Growth for 

small and medium 
developments across a range 

of tenures.  

EnvironmentSK 
Ltd

Wholly owned 
company limited by 
shares

Memorandum & 
Articles of Association

 To deliver grounds 
maintenance services to the 

Council and wider clients

EnvironmentSK 
(Commercial 
Services) Ltd

Wholly owned 
company limited by 
shares

Memorandum & 
Articles of Association

 To deliver grounds 
maintenance services to wider 

commercial clients

InvestSK
Wholly owned 
company limited by 
guarantee

Memorandum & 
Articles of Association

To lead South Kesteven’s 
ambitious economic 
development agenda: 
supporting local businesses to 
grow; delivering new inward 
investment; boosting the arts, 
heritage, town centre and 
visitor economy offers; and 
enhancing the skills of the 
district’s future workforce 

DeliverSK 50/50 Joint Venture 
LLP Members Agreement 

To deliver growth and 
regeneration by sharing risk 

and reward equally with the JV 
partner 

HomesSK TBC TBC  
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1.10 Within this landscape, Council officers and members have a number of 
distinct roles:

Council role Company role
Elected councillor Non-executive Board member
Employed officer of the Council Executive Board member

Client of company Company officer
Shareholder (company limited by 
shares)
Member (company limited by 
guarantee)
Service provider to company (eg 
payroll)

1.11 In its capacity as owner/ shareholder/ joint venture partner, the Council’s role 
is not to manage the business of the companies. That is a legal function of 
the company’s Board of Directors. The company’s Directors, when acting as 
such, whether they are also members or officers, owe a primary legal 
obligation to the company, not the Council.

1.12 In its capacity as client, the Council’s role is to define its service specification 
against which the company will deliver and account for the service it 
provides.

1.13 The roles and responsibilities expected of officers and members can be 
complicated, can overlap and can conflict. The proposed governance 
arrangements will assist in the separation of roles and responsibilities and 
will lead to more transparent processes for decision making, both at Board 
level and Council level.

Companies Committee
1.14 It is proposed that the Companies Committee has an oversight function of 

the full ‘family’ of commercial companies at a strategic level, not on the day 
to day decisions at operational level (which is for each Company Board). Its 
remit will be to ensure the Council:

 builds successful companies or other appropriate legal vehicles;

 has oversight, assurance and governance over the portfolio of companies 
and other vehicles;

 Approves company business plans, to ensure that resources are 
deployed to achieving outcomes and objectives the Council wishes to 
see being delivered;

 Has a robust performance framework through which the companies 
report on their strategic performance against their Business Plan. 

1.15 The Terms of Reference of the previous Shareholders Committee are at 
Appendix2 and the proposed Terms of Reference for the Companies 
Committee are at Appendix 1.
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1.16 Given the committee’s scrutiny and oversight functions, it is proposed that no 
member of Cabinet or company Board member will sit on the Companies 
Committee. This would also protect against the possibility of a conflict of 
interest.

2 Available Options Considered
2.1 An oversight framework is highly desirable as the work of the Council’s 

companies and other arms length legal partnerships and ventures is not 
coherently governed by existing mechanisms. Whilst not a legal requirement, 
governance and oversight are important in the context of the changes in the 
way the Council delivers its services and meets its financial pressures. 

2.2 The Council could opt to do nothing as an oversight function is not legally 
necessary, however this could present real risks in the fast moving, complex 
decision making environment that commercial processes demand. Both 
MHCLG and CIPFA advise councils to have greater scrutiny and oversight of 
commercial activity.

2.3 The Council has already decided to disband the Shareholder Committee and 
increase its reach to the wider commercial agenda.

3 Preferred Option
3.1 The recommended preferred option is to establish an oversight framework 

for the Council’s commercial activities, through the proposed Companies 
Committee and the Programme Board as set out in this report.

4 Financial Implications 
4.1 The financial implications of the varying company delivery models are 

considered and determined by Council as part of the annual budget setting 
process. This includes any funding considerations from both a revenue and 
capital perspective.

Financial Implications reviewed by: Richard Wyles

5 Legal and Governance Implications 
5.1 The creation of the Companies Committee will ensure effective governance 

surrounding the business ventures of the Council. To effect the decision 
made by the Council on 1 March 2019, the committee must be established 
and incorporated within the Constitution of the Council. The Constitution 
Committee must consider the changes that need to be made to the 
Constitution and make recommendations to Council to this end.

Legal Implications reviewed by: Lee Sirdifield, Assistant Chief 
Executive, Transformation and Change

6 Equality and Safeguarding Implications 
6.1 These proposals do not present any safeguarding implications. In terms of 

equalities, the proposals have appositive impact in that the companies 
Committee could in due course choose to conduct a thematic review of the 
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impact of its commercial ventures on people with protected characteristics. It 
is envisaged that the impacts will be positive.

7 Risk and Mitigation
7.1 The creation of an oversight function itself mitigates risk and ensures 

openness and transparency.

8 Appendices
8.1 Appendix 1 – proposed terms of reference of Companies Committee

8.2 Appendix 2 – existing terms of reference of Shareholder Committee

8.3 Appendix 3 – Governance diagram

Date of Publication on Forward Plan 
(if required)

Not applicable

Previously Considered by: Council 1 March 2019

Report 
Timeline: 

Final Decision date  27 June 2019
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Appendix 1
The Companies Committee

The Council will establish and maintain a Companies Committee to act in accordance 
with these terms of reference in relation to any stand-alone company or joint venture 
partnership or other such collaborative arrangement, whether wholly or jointly owned by 
the Council. The Committee’s primary purpose will be to provide oversight of company 
or other venture business planning processes to ensure alignment with the Council’s 
overarching strategy whilst recognising the operational independence of the company/ 
Venture.

The Committee will also provide the scrutiny function for investments, funding, property 
disposals and other resourcing decisions made in relation to companies.

Membership
The Committee will be composed of 7 Members and will comply with the Political 
Balance Rules in Section 15 of the Local Government and Housing Act 1989.

Membership will be drawn from members who do not also sit as Company Directors or 
on Cabinet.

 Meetings of the Committee
(i) (i) Meetings will take place at least three times per annum.
(ii) (ii) Additional meetings will be arranged as required to consider exceptional 

items.
(iii) (iii) Appropriate representatives of the companies / venture will be included as 

required by the content of the agenda.

Chairman and Vice-Chairman
(i) At the Annual Meeting the Council shall appoint the Chairman and Vice-

Chairman of the Companies Committee.
(ii) If the Chairman or Vice-Chairman resigns by giving written notice of 

resignation to the Chief Executive, the committee shall, as the first item of
business at the next ensuing meeting, elect a successor.

(iii) The Chairman, if present, shall preside.
(iv) If the Chairman is absent, the Vice-Chairman shall preside.

 If the Chairman and Vice-Chairman are absent, the Committee shall elect
one of the members present as Chairman of the meeting.
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Powers of Chairman and Vice-Chairman
(i) The Chairman and Vice-Chairman of a Committee (acting together as a

Sub-committee) are authorised to give decisions on any matter
(a) Of a routine or straight-forward nature
(b) Which the Chairman and Vice-Chairman, after consultation with the

Chief Executive or relevant Assistant Director most directly concerned, 
are satisfied should be dealt with as a matter of urgency. Any decision 
taken under paragraph (i) above shall be reported by the officer 
concerned to the next meeting of the Committee.

(ii) No decision shall be taken under paragraph (i) which would constitute a 
departure from a settled strategy, policy or programme of the Council, nor 
outside the powers of the Committee.

Terms of Reference 
Terms of Reference of the Companies’ Committee are:

(i) Approve and monitor company/ LLP/ other venture Business Plans together 
with any substantive changes to those plans;

(ii) Receive reports and evaluate the strategic performance against the approved 
business plan.

(iii) Make recommendations to the Cabinet on how it should exercise the 
functions flowing from its ownership of Shares or Membership

(iv) Receive regular performance management information across the entire 
programme of companies/ ventures to ensure strategic performance is in line 
with approved business plans and is meeting the Council’s objectives

(v) Ensure the company activities are conducted in accordance with the
corporate values of the Council

(vi) Make recommendations to the Cabinet on the appointment or removal of 
Council appointed company directors or on any aspect of the strategic 
performance of the companies/ ventures within its overview and scrutiny role. 
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Article 12 – Shareholder Committee

Appendix 2

Article 12 – The Shareholder Committee

The Council will establish and maintain a Shareholder Committee to act in 
accordance with the terms of reference so far as they relate to any company 
established as a wholly owned company of the Council.

12.1 Membership

The Committee will comply with the Political Balance Rules in Section 15 of the 
Local Government and Housing Act 1989.

12.2 Meetings of the Committee

(i) Meetings will take place at least four times per annum.

(ii) Additional meetings will be arranged as required to consider exceptional 
items. 

(iii) Appropriate officers (as representatives of the company) will be included 
as regular attendees.

12.3 Chairman and Vice-Chairman

(i) At the Annual Meeting the Council shall appoint the Chairman and Vice-
Chairman of the Shareholder Committee.

(ii) If the Chairman or Vice-Chairman resigns by giving written notice of 
resignation to the Chief Executive, the committee shall, as the first item of 
business at the next ensuing meeting, elect a successor.

(iii) The Chairman, if present, shall preside.

(iv) If the Chairman is absent, the Vice-Chairman shall preside.

(v) If the Chairman and Vice-Chairman are absent, the Committee shall elect 
one of the members present as Chairman of the meeting.

12.4 Powers of Chairman and Vice-Chairman

(i) The Chairman and Vice-Chairman of a Committee (acting together as a 
Sub-committee) are authorised to give decisions on any matter

(a) Of a routine or straight-forward nature
(b) Which the Chairman and Vice-Chairman, after consultation with the 

Chief Executive or relevant Assistant Director most directly 
concerned, are satisfied should be dealt with as a matter of urgency.
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Article 12 – Shareholder Committee

(ii) Any decision taken under paragraph (i) above shall be reported by the 
officer concerned to the next meeting of the Committee.

(iii) No decision shall be taken under paragraph (i) which would constitute a 
departure from a settled strategy, policy or programme of the Council, nor 
outside the powers of the Committee concerned.

12.5 Terms of Reference

Terms of Reference of the Shareholder Committee are as follows:-

(i) Power to remove and appoint company directors.
(ii) Monitor the company business plan and ensure that it aligns with the 

corporate objectives of the Council.
(iii) Periodically evaluate financial performance of a company
(iv) Consider any recommendations to cease trading by a company
(v) Monitor compliance with relevant legislation.
(vi) Ensure the company activities are conducted in accordance with the 

corporate values of the Council

Terms of Reference

Shareholder Consent Matters – Part A (Corporate Matters)

The Company shall not, unless it has the Shareholder Committee’s consent:

1. vary in any respect its articles of association or the rights attaching to any of 
its shares; or 

2. permit the registration (upon subscription or transfer) of any person as a 
member of the Company other than the Shareholder in accordance with the 
terms of this Agreement; or 

3. increase the amount of its issued share capital except as provided in this 
Agreement, grant any option or other interest (in the form of convertible 
securities or in any other form)  over or in its share capital, redeem or 
purchase any of its own shares or effect any other reorganisation of its share 
capital; or 

4. issue any loan capital or enter into any commitment with any person with 
respect to the issue of any loan capital; or 

5. make any borrowing other than under the Finance Documents; or 

6. apply for the listing or trading of any shares or debt securities on any stock 
exchange or market; or

7. pass any resolution for its winding up or present any petition for its 
administration (unless it has become insolvent); or 

12



Article 12 – Shareholder Committee

8. engage in any business other than a contemplated by the Business Plan or 
defray any monies other than in good faith for the purposes of or in 
connection with the carrying on of such business; or 

9. form any Subsidiary or acquire shares in any other company or participate in 
any partnership or joint venture (incorporated or not); or

10. close down any business operation, or dispose of or dilute its interest in any 
Subsidiary for the time being, or dispose or any material asset, unless in each 
case such closure or disposal is expressly contemplated by the Business 
Plan; or

11. amalgamate or merge with any other company or business undertaking; or

12. alter its name or registered office; or

13. enter into any transaction or arrangement of any nature whatsoever 
(including, for the avoidance of doubt, a service contract) with any of its 
directors or any person who is connected (within the meaning of sections 
1122 and 1123 of the Corporation Tax Act 2010) to any of its directors, 
whether or not any other person shall be party to such transaction or 
arrangement; or 

14. enter into any arrangement, contract or transaction outside the normal course 
of its business or otherwise than on arm’s length terms; or

15. create or permit to be created any mortgage, charge, encumbrance or other 
security interest whatsoever on any material asset or its business in whole or 
in part or on any of its shares other than:

15.1 as contemplated in the Finance Documents;

15.2 liens arising in the ordinary course of business; or

15.3 any charge arising by the operation or purported operation of title 
retention clauses and in the ordinary course of business; or 

16. adopt or amend its annual Business Plan; or

17. change either:

17.1 its statutory auditors; or

17.2 its financial year end; or

18. make or permit to be made any material change in the accounting policies 
and principles adopted by the Company in the preparation of its audited 
accounts except as may be required to ensure compliance with relevant 
accounting standards under the CA2006 or any other generally accepted 
accounting principles in the United Kingdom; or
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Article 12 – Shareholder Committee

19. make any loan (otherwise than by way of deposit with a bank or other 
institution the normal business of which includes the acceptance or deposits) 
or grant any credit, guarantee or indemnity (otherwise than in all three cases 
in the normal course of trading); or

20. give any guarantee, surety-ship or indemnity to secure the liability of any 
person or assume the obligations or any person outside the scope of its 
Business Plan; or

21. factor or assign any of its book debts; or

22. establish or amend any profit-sharing, share option, bonus or other incentive 
scheme of any nature for directors, officers or employees; or

23. establish or amend any pension scheme or grant any pension rights to any 
director, officer, employee, former director, officer or employee, or any 
member of any such person’s family; or

24. dismiss any director

25. adopt or amend its Remuneration Policy;

26. agree to remunerate (by payment of salary, bonus, the provision of benefits-
in-kind or otherwise) or to increase the remuneration of any employee, officer 
of or consultant to the Company unless the annual aggregate amount of such 
remuneration (by payment of salary, bonus, the provision of benefits-in-kind or 
otherwise) is in accordance with the Company’s current Remuneration Policy 
or is expressly referred to in the Business Plan; or

27. institute, settle or compromise any material legal proceedings (other than debt 
recovery proceedings in the ordinary course of business, in accordance with 
the Debt Recovery Policy or where the value of such is less than [£50,000]) 
instituted or threatened against it or submit to arbitration or alternative dispute 
resolution any dispute if the effect of this is that its solvency may be 
imperilled, or it may require additional funding in order to deliver its Business 
Plan; or 

28. make any agreement with any revenue or tax authorities or make any claim, 
disclaimer, election or consent for tax purposes in relation to the Company or 
its business if the effect of this is that its solvency may be imperilled, or it may 
require additional funding in order to deliver its Business Plan.

Shareholder Consent Matters – Part B (Operational Matters)

The Company shall not, unless it has the Shareholder Committee’s consent:

1. acquire any land or assets with a value in excess of £[500,000] or which 
would mean that the aggregate value of the land and assets held by it 
exceeds £[1,000,000]; or
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Article 12 – Shareholder Committee

2. enter into any contract with a value in excess of £[500,000] or which would 
mean that the aggregate value of its current contracts exceeds £[1,000,000]; 
or

3. enter into, as lessor or as lessee, any finance lease [if doing so would mean 
that the aggregate value of such arrangements entered into exceeds 
£[50,000]); or

4. make any amendments to:

4.1 the Financial Model; or

4.2 the Lettings Policy and/or Sales Policy; or

4.3 the Rent Policy; or

4.4 the Debt Recovery Policy; or

4.5 the Remuneration Policy.
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Appendix 3 

 

                                                                                  

Company Level

• Day to day decisions

• Performance management

• Day to day delivery of 
Shareholder objectives 
and Business Plan

• Review Financial Controls

• Set Objectives

Board of 
Directors

• Day to day actions and 
decisions

• Accountable to the 
Company Board

• Operational delivery

Company 
Staff

Shareholder

• Resources

• Investments
Council

• Establish Company

• Determine Articles

• Appt/Remove Directors
Cabinet

• Governance

• Oversight of Strategic 
Performance

• Assurance

Companies 
Committee
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