
SOUTH HOLLAND DISTRICT COUNCIL

Report of: Councillor Nick Worth, Deputy Leader of the Council
Councillor Malcolm Chandler, Deputy Leader of the Cabinet

To: South Holland District Council – Wednesday, 1 November 2017 

(Author: Mark Stinson Executive Manager - Governance)

Subject Compass Point Business Services Options

Purpose: To consider options identified by Grant Thornton for the future of Compass 
Point Business Services (East Coast) Limited 

Recommendation(s):

1) That the Council agrees to the principle of extending the current arrangements in regard to 
Compass Point Business Services (East Coast) Ltd beyond the current end date of 2020; 
and

2) That a further report is brought forward to consider the detailed arrangements necessary to 
extend agreements beyond 2020.

1.0 BACKGROUND

Introduction

1.1 Compass Point Business Services (East Coast) Ltd was established in 2010 in conjunction 
with East Lindsey District Council to deliver five operational services (Information 
Technology, Customer Service, Human Resources, Revenues & Benefits and Finance) to 
both Councils under a ten year Management Agreement to 2020.

1.2 As we approach the end of this ten year agreement period it is necessary to consider the 
next steps beyond 2020 – not only for our own forward planning purposes, but also for the 
company and its staff to have any uncertainties removed with regard to future intentions. 
The objective therefore has been for such consideration to be undertaken during the 
2017/18 financial year.

1.3 This is the first of two reports to come forward on this subject (subject to agreement of the 
recommendations within this first report).  This report focusses upon the broad principle of 
continuation of the arrangements post-2020 and will, subject to Members’ consideration, be 
followed by a further report to bring forward consideration of any further decisions 
necessary and/or desirable to extend agreements beyond March 2020.

Establishment of the current arrangements

1.4 On 28 September 2009 the Council received a report which considered the potential of 
merging services with both Boston Borough Council and East Lindsey District Council, 
considerations that had been the culmination of two years’ work.  



1.5 The proposal originally emerged following exploratory discussions about the potential for 
the informal sharing of posts across the three Councils. It became clear in such discussions 
that there was a wider potential of looking at a more formal arrangement, in light of the 
likely future financial environment that the Councils would face in the coming years (the 
scale of which has only increased over time).  This work saw detailed business cases being 
compiled by Sector Projects (Phase 1) and Tribal (Phase 2) which formed the basis of this 
and further Council consideration on the matter. This early work was largely funded by the 
East Midlands Regional Improvement and Efficiency Partnership. 

1.6 The resulting business case contained such a compelling and positive view of the potential 
of merging services that the covering report to Council stated “The supporting case is so 
strong that the Audit Commission have indicated that they would want a full explanation, 
supported by evidence, by any Council that chooses not to pursue the option to merge [the 
identified services]”.

1.7 In the event, however, the proposals were only taken forward by South Holland and East 
Lindsey District Councils, with Boston Borough Council declining to participate – the 
implications of which were discussed in a subsequent report to Council on 18 November 
2009. This report outlined the ability to continue the pursuit of the proposals without Boston 
Borough Council, the necessary investment costs in setting up the new company vehicle, 
and the savings to be expected (which have been achieved).  

1.8 Compass Point Business Services (East Coast) Ltd came into being formally in 2010 under 
a ten year agreement between both Councils. The company is what is defined as a Teckal 
exempt company.

1.9 The Teckal exemption permits a public authority to award a contract to another entity 
without the need to run a public procurement exercise in accordance with the Public 
Contracts Regulations, provided that the relationship between the public authority and the 
entity satisfies both of the following conditions:-

 The public authority must exercise (over the other contracting party) a control which 
is similar to that which it exercises over its own departments; and

 The other contracting party must carry out the essential part of its activities with the 
controlling local authority or authorities (at least 80%).

1.10 The costs of the company were apportioned on a 63/37% split across both Councils in 
recognition of their respective population sizes, an arrangement which has continued to this 
day.

1.11 In establishing the company the Councils entered into a Shareholders Agreement and 
Management Agreement for the ten year period 2010 – 2020. 

1.12 The membership of the company Board currently consists of six places, two Elected 
Members from each authority and the respective Chief Executives from each. The Elected 
Member representation is agreed by the Council in accordance with the Council’s 
constitution.



1.13 The company delivers five key services jointly to both Councils:  Information Technology, 
Human Resources, Revenues & Benefits, Customer Services and Finance. A small number 
of low financial value contracts are also delivered to other organisations, including IT 
services to the Citizens Advice Bureau and some HR support to Breckland District Council. 

Current Position

1.14 The performance of the five services provided by the company is incorporated in regular 
performance reports to members through the Performance Monitoring Panel. These show 
that the company is not only performing well and meeting the Council’s expectations and 
requirements but is also on a pathway of consistent improvement in this regard. 

1.15 The creation of the company in 2010 secured an immediate annual cost reduction of £2.1m 
across both Councils plus an additional 5% year on year saving (the latter ceasing following 
agreement of the 2017/18 Business Plan).  Between 2011/12 and 2017/18 the CPBS 
annual contract figure has reduced from circa £8.24m to circa £7.65m (63/37% split across 
both shareholder Councils). Accordingly it has delivered on the aspirations for reduced 
service delivery costs since its establishment.

1.16 As outlined earlier in this report, Compass Point Business Services (East Coast) Ltd came 
into being in June 2010 and has delivered five key services to both Councils since that 
time. The fact that the company is still in place, still delivering the services and that there is 
now positive consideration in regard to its future is in itself a success story that not only the 
Councils, but also the company and its staff, should be very proud of.  As always, as we 
navigate our way through difficult times there have been past challenges in terms of 
performance and funding but none of these have been insurmountable and the company is 
now in a positive place as we consider future options.

Next steps

1.17 As we move towards the end date of the current agreement period (March 2020), it is 
important to take stock of the value of the company to both shareholder Councils and to 
take a view on the next steps.  It is important that this review is undertaken and concluded 
as soon as possible in order to remove any uncertainties on behalf of the company but also 
to ensure appropriate forward planning is in place for both shareholder Councils.

1.18 With regard to the company, such uncertainties can raise practical day to day issues such 
as staff retention and recruitment through to the inability to make longer term strategic 
decisions for the benefit not only of the company but also for the Councils.

1.19 It is important that prospects for the continuation of the company are decided as early as 
possible as any alternative proposition (such as disbanding the company, disaggregating 
the services and bringing them back “in-house”) would require a great deal of practical 
thought and resource planning which would potentially have impacts across all council 
services and budgets.

1.20 It is also worth outlining that the original objective of establishing arrangements as a local 
and wholly owned enterprise, including retaining jobs at the local level, has been 
maintained in these considerations. The company employs more than 230 people in the 
delivery of services to the local community who are based at both Manby and Spalding. 
This continued local employment makes a valuable contribution to the local economy.



1.21 In order to support and inform these considerations Grant Thornton was commissioned 
earlier in 2017 to undertake a high level review of the options under consideration and 
these options are set out in section 2 below.

1.22 Any detailed changes flowing from the recommendations made by Grant Thornton’s work 
that require Council consideration will be brought forward in a second report in due course.

1.23 In progressing work to date, a Member Working Group was established across both 
Councils to oversee implementation. Membership of this group included Councillor Worth 
(Deputy Leader, SHDC), Councillor Chandler (Deputy Leader SHDC), Councillor Coupland 
(Portfolio Holder for Finance, SHDC and CPBS Board Chairman 2016/17), Councillor 
Leyland (Leader of ELDC), Councillor Guyatt (Finance Portfolio Holder, ELDC), and 
Councillor Marsh (Portfolio Holder for Partnerships, ELDC).  

1.24 Should Members be minded to agree to the principle of continuing the CPBS 
arrangements, a further report will be brought forward to include considerations of the 
revised length of contractual arrangements. Notwithstanding this, the period of extension 
will need to be of sufficient duration to provide stability for the company (and the Councils) 
and to be attractive to any other potential partners should the opportunity arise to pursue 
this.  

1.25 Members will recall that in recent years the company has focussed entirely on the core 
delivery of the five services to the shareholder Councils (with the exception of a small 
number of low value external contracts) and has not actively sought other potential 
partners. Should the arrangements be extended beyond 2020 opportunities may arise and 
the Company will consider each such opportunity on its merits.

2.0 OPTIONS

2.1 Three options were reviewed by Grant Thornton:

• To continue the company arrangement as currently in place.
• To continue the company arrangement and consider any recommendations to update 

arrangements and further improve outcomes.
• To disestablish the company and consider an alternative shared service model of 

provision.

2.2 The commission did not include a detailed review of a fourth option of closing the company 
and bringing services back “in house” as disaggregated functions as this was seen as being 
a last resort consideration which would only be brought forward if the options outlined 
above were not recommended (or practical) and it became clear that the Councils wished 
to part company. This would then trigger the need for a further significant investment in 
work to prepare for such an outcome which would take an extended period of time to 
conclude. The outcome of the work undertaken with Grant Thornton has, however, 
concluded that it is in both Councils’ interests to continue with, and further build upon, the 
company arrangement beyond 2020. 

2.3 In supporting the continuation of arrangements with CPBS, the Grant Thornton report adds 
further recommendations for consideration in recognition that the company is now a mature 
entity and that a number of arrangements put in place in 2010 are now ready for review.  



2.4 These recommendations focus on the following areas: -

• (Company) Organisational Design – the Grant Thornton work has incorporated a high 
level financial review of the company and has concluded that there still remain 
opportunities for further reductions to the cost base of service delivery thus continuing 
the contribution to meeting the overall budget challenges faced by the respective 
Councils. This has been a fundamental issue in Grant Thornton’s conclusion that 
retention of the company remains the best future option for the Councils.  These issues 
will be addressed through a bespoke Transformation Plan for the company and laid out 
in annual Business Plans which will continue to come forward to the Councils for 
consideration.  It is also considered that the time is right to once again explore external 
opportunities for business growth.

• Governance design – there are recommendations to consider a review of the 
arrangements which were put in place in 2010 in regard to the make-up of the Board 
and the tri-partite relationship between the company and the two Councils, both in terms 
of strategic and operational matters. 

• Working Capital – a need to continue to invest in the company to further improve 
outcomes for the shareholder Councils. 

3.0 REASONS FOR RECOMMENDATION(S)

3.1 To agree arrangements for the continued delivery of Council services by Compass Point 
Business Services (East Coast) Ltd beyond the timeframe of the current agreements which 
expire in 2020.

4.0 EXPECTED BENEFITS

4.1 There are a number benefits:

 It enables forward planning by the Council
 the company and its staff will have any uncertainties removed with regard to future 

intentions – helping to reduce difficulty with retention and recruitment
 continuing one of the original objectives of establishing arrangements as a local and 

wholly owned enterprise and retaining jobs at the local level – thus making a valuable 
contribution to the local economy

5.0 IMPLICATIONS

In preparing this report, the report author has considered the likely implications of the 
decision - particularly in terms of Carbon Footprint / Environmental Issues; 
Constitutional & Legal; Contracts; Corporate Priorities; Crime & Disorder; Equality & 
Diversity/Human Rights; Financial; Health & Wellbeing; Reputation; Risk Management; 
Safeguarding; Staffing; Stakeholders/Consultation/Timescales; Transformation 
Programme; Other. Where the report author considers that there may be implications under 
one or more of these headings, these are identified below.



5.1 Constitutional & Legal

5.1.1 The CPBS arrangements are underpinned by both a Shareholders Agreement and 
Management Agreement that have been in place for a number of years, as agreed by 
both Councils. Any changes to these documents require the further agreement of both 
Councils, and accordingly will be the subject of a further report(s) where changes are 
required to reflect an agreement to extend current arrangements beyond 2020.

5.2 Contracts

5.2.1 There are no contractual implications at this stage, but implications for existing contractual 
arrangements will be considered in the subsequent report to Council.

5.3 Financial

5.3.1 Grant Thornton have concluded that the extension of the Management Agreement that 
underpins both Councils’ relationship with the company would continue to serve both 
organisations well in the delivery of these services. Their financial analysis of several 
options conclude a continued and updated arrangement with CPBS is recommended. The 
financial evaluation of this option states further savings should be expected and the detail 
of those should be an important consideration when the second stage report is produced.

5.3.2 The attached (exempt) appendix “Cashflow assessment of forecast costs of service 
delivery options” outlines the continued anticipated financial advantage of service delivery 
through the company arrangements.  These will be expanded upon through the 
forthcoming CPBS Business Plan (2018/19) and also within investment plans which will 
need to be underpinned by rigorous business cases and considered in line with the 
Council’s financial regulations. Further to this, should the business growth potential of the 
company also be successfully tapped then additional efficiencies and income benefits 
would accrue. Such opportunities would not be able to be pursued should the councils not 
choose to extend arrangements beyond 2020.

5.3.3 It is expected that any investment requirement will be funded through reserves when a 
proposition is ready to be considered by the Council.

6.0 WARDS/COMMUNITIES AFFECTED

6.1 All

7.0 ACRONYMS

7.1 CPBS – Compass Point Business Services (East Coast) Ltd.

Background papers:- The background papers to this report are exempt by virtue of 
paragraph 3 of Schedule 12A to the Local Government Act 1972.

Other helpful papers are the various reports to South Holland District Council as follow:

28/9/2009 – Merged Back Office, High volume and Transitional Services – to agree merger of five 
back office services



18/11/2009 – Merged Services – To agree the next phase of merged services deliverables

21/4/2010 – Merged Services Organisation – To approve the governance of the MSO

21/4/2010 – Merged Services Organisation - Council to agree Service outcome

19/5/2010 – Merged Services Organisation

28/7/2010 – Merged Services Organisation

20/10/10 – Compass Point Business Services

15/12/10 – CPBS – Business Strategy 2011-2014

19/10/11 – CPBS – Summary of Quarterly Performance for Shareholders

11/4/12 – CPBS – Business Plan and Performance Update

10/4/13 – CPBS – Business Plan

18/12/13 – CPBS – Business Plan and Updates to Shareholders Agreement

24/2/16 – CPBS – Business Plan to agree 2016-2020 Business Plan for CPBS(East Coast) Ltd

24/5/17 – CPBS – Business Plan 2017/2018

Lead Contact Officer
Name and Post: Mark Stinson Executive Manager - Governance
Telephone Number
Email: mark.stinson@breckland-sholland.gov.uk

Key Decision: N 

Exempt Decision: N (but Appendices are exempt)

This report refers to a Mandatory Services but how they are delivered is discretionary

Confidential appendices attached to this report:

(Please note that the following appendices are not for publication by virtue of Paragraph 3 
(Information relating to the financial or business affairs of any particular person (including 
the authority holding that information))

Appendix A Grant Thornton Report 
Appendix B Grant Thornton Summary Report 
Appendix C Cash flow assessment 


