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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.

http://moderngov.southkesteven.gov.uk/mgMemberIndex.aspx?bcr=1
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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.



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  



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.



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 



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
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