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This report asks the Council to consider and approve the terms of reference for the Companies 
Committee, confirms the political balance of the Committee and asks Council to appoint its 
members, the chairman and the vice-chairman.
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Recommendation (s) to the decision maker (s)

It is recommended that the Council:
1. Approves the terms of reference for the Companies Committee as set out at 

Appendix 1 to this report and agrees their inclusion at Article 12 of the Council’s 
Constitution

2. Agrees to amending Article 2.3 b) (v) of the Council’s Constitution to state that 
training for members of the Companies Committee, members of the Cabinet and 
Directors of the companies should be mandatory

http://moderngov.southkesteven.gov.uk/mgMemberIndex.aspx?bcr=1
https://twitter.com/intent/tweet?text=Meeting%20agenda%20@southkesteven
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3. Agrees the political balance calculation for the Companies Committee and 
appoints members in accordance with that

4. Appoints a Chairman and Vice-Chairman of the Companies Committee



1 The Background to the Report
1.1 At its meeting on 10 June 2019, the Constitution Committee received a detailed report on 

the establishment of the Companies Committee. Following that meeting, at the request of 
the Chairman, the terms of reference of the Committee have been revisited following wider 
discussion with members and officers.

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 with IAG Holdings to form DeliverSK. 

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 of 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

2 Current arrangements
2.1 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-
focussed environment.

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

Table 1
Name Type of Entity Governance Key Aims

Gravitas Housing Wholly owned 
company limited by 
shares

Memorandum and 
Articles of 
Association

To directly deliver 
and/or enable 
Housing Growth for 
small and medium 
developments 



Name Type of Entity Governance Key Aims
across a range of 
tenures

EnvironmentSK Ltd Wholly owned 
company limited by 
shares

Memorandum and 
Articles of 
Association

To deliver grounds 
maintenance 
services to Council 
and wider clients

EnvironmentSK 
(Commercial 
Services) Ltd

Wholly owned 
company limited by 
shares

Memorandum and 
Articles of 
Association

To deliver grounds 
maintenance 
services to wider 
commercial clients

InvestSK Wholly owned 
company limited by 
guarantee

Memorandum and 
Articles of 
Association

To lead South 
Kesteven’s 
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

2.3 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 companies’ Boards 
of Directors. The companies’ directors, when acting as such, whether they are also 
members or officers, owe a primary legal obligation to the company, not the Council.

2.4 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.

2.5 The roles and responsibilities expected of officers and members can be complicated, can 
overlap and 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.

3 Proposed arrangements
3.1 It is proposed that the Companies Committee has an oversight function of the full ‘family’ 

of commercial companies at a strategic level, not the day-to-day decisions at an 



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

3.2 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. 

4 Political balance
4.1 Should the Council agree to a committee size of 7, the political balance would mirror that 

of the Governance and Audit Committee, Constitution Committee and Employment 
Committee.

Table 2

Companies Committee  

Total seats 7

Group Proportional 
entitlement

Entitlement 
rounded

Conservative 4.75 5
Independent 1.625 2
Labour 0.375 0
Unaligned N/A  
  7

4.2 The Council will need to appoint members to the Committee in line with the rules of 
political proportionality, together with a chairman and a vice-chairman for the committee. 

5 Consultation and Feedback Received, Including Overview and Scrutiny
5.1 A report was first considered by the Constitution committee at its meeting on 10 June 

2019 and subsequently at its meeting on 9 September 2019. At its meeting on 9 
September 2019, the Constitution Committee made the following recommendations:

5.1.1 That the Constitution Committee approves the revised terms of reference for the 
Companies Committee as set out…subject to an amendment regarding the 
Chairman/Vice-Chairman

5.1.2 That the Constitution committee approves a training day for members of the Companies 
Committee as mandatory to be attended by all Cabinet members and Directors as well as 



any other interested member of the council, including all members of the Constitution 
Committee

5.1.3 That there are at least four scheduled meetings of the Companies Committee per year

5.1.4 That training for the Companies Committee is mandatory for all members of the 
Committee, all Cabinet members and Directors of the companies, including substitutes

6 Available Options Considered
6.1 An oversight framework is highly desirable as the work of the Council’s companies and 

other arm’s 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 ways the Council delivers its services and meets its 
financial pressures.

6.2 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.

6.3 The Council has already agreed to the principle of putting arrangements in place for a new 
Companies Committee with responsibility for all of the Council’s commercial activities. 

7 Preferred Option
7.1 The recommended preferred option is to establish an oversight framework for the 

Council’s commercial activities, through the proposed Companies Committee. The terms 
of reference as recommended by the Constitution Committee are attached as Appendix 1 
to this report. 

8 Next Steps – Communication and Implementation of the Decision
8.1 A training day is currently being arranged, which it is proposed becomes mandatory for 

members of the Companies Committee. The training will be delivered by Browne 
Jacobson Solicitors and the Monitoring Officer, at no cost to the Council. All members will 
be invited to attend. Officers who sit as company directors will also be invited to attend the 
training. The training will take place before the first meeting of the Companies Committee.

9 Financial Implications 
9.1 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.  The formation of the 
Companies Committee is an important component of ensuring full public scrutiny and 
transparency of the financial arrangements in respect of each company referenced in the 
report.

Financial Implications reviewed by: Richard Wyles, Director of Finance

10 Legal and Governance Implications 
10.1 The creation of the Companies Committee will ensure effective governance surrounding 

the business ventures of the Council. To affect 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: Shahin Ismail, Monitoring Officer

11 Equality and Safeguarding Implications 
11.1 These proposals do not present any safeguarding implications. In terms of equalities, the 

proposals have a positive impact in that the Companies Committee could choose to 
conduct a thematic review of the impact of commercial ventures on people with protected 
characteristics. It is envisaged that the impacts will be positive.

12 Risk and Mitigation
12.1 The creation of an oversight function mitigates risk and ensures openness and 

transparency.

13 Community Safety Implications 
13.1 There are no community safety implications arising from this report. 

14 Appendices
14.1 Appendix 1: Proposed terms of reference of Companies Committee

Date of Publication on Forward Plan (if 
required)

Not applicable

Previously Considered by: Constitution 
Committee

9 September 2019

Report Timeline: 

Final Decision date  26 September 2019


