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	1
	Summary

	
	

	1.1
	The relationship between the Hampshire Fire and Rescue Authority (HFRA) and the company it has established, 3SFire Limited, is important and multi-faceted. This report considers this relationship and provides the opportunity for the Committee to shape the way in which this relationship is developed.   

	
	

	2
	Recommendation
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	2.1
	It is recommended that:  

	
	

	2.1.1
	The Committee recommends to the Authority that agreement be reached with 3SFire Ltd that, wherever possible, general meetings of the company will coincide with the dates of Authority meetings to promote Member participation in scrutiny of the company; and   

	
	

	2.1.2
	Members note and comment generally on the relationship described.

	
	

	3
	Introduction Error! Bookmark not defined.and background

	
	

	3.1
	At its meeting on 14 February 2013 the HFRA agreed to establish a trading company, known as 3SFire Limited. The company was formed on 20 February 2013.

	
	

	3.2
	This report invites discussion about the way in which 3SFire Limited will interface with the HFRA and the Hampshire Fire and Rescue Service (HFRS).   

	
	

	4
	Formal position

	
	

	4.1
	3SFire Limited is a wholly owned HFRA company.

	
	

	4.2
	There are currently four HFRA Directors, three Members and one HFRS Director. However the company’s directors need to work in the best interests of the company which may not necessarily be the same as those for HFRA.  

	
	

	4.3
	The HFRA is the sole funder of the company until it starts to make a profit. HFRA has agreed a loan of up to £250,000 to the company at a commercial rate.

	
	

	4.4
	The Articles of Association for 3SFire Ltd set some constraints over the company’s work. Certain powers are reserved to HFRA. Examples include:
· if the company wants to enter into contracts worth over £1m then the support of the HFRA will be needed;

· capital spending, when HFRA agreement is required;

· procurement, which needs to follow HFRA procedures; and

· changes in banking and borrowings, which need HFRA agreement.

	
	

	4.5
	There are also reporting requirements from the company to the HFRA as shareholder, via an annual general meeting. At its meeting on 14 June 2013 the HFRA appointed Cllr Keith Chapman as the shareholder representative and also as Chairman of the company’s annual general meeting.

	
	

	4.6
	In terms of the relationship with the company, there are aspects of independence and dependence at the same time.

	
	

	5
	Discretionary position

	
	

	5.1
	Previous reports to the HFRA have given a commitment that the company would report to the Authority via the Finance and General Purposes Committee. The frequency of the reporting needs to be established but at the current time it is expected to be every 6 months. It will not give details of contracts, profits, potential opportunities (which ought to be commercially confidential) but might indicate broad activities and information about the company’s development. It will take the form of a report submitted by the company to the HFRA, with a covering report prepared by HFRA officers commenting on the report and any other related company matters from an HFRA perspective.

	
	

	5.2
	The company will not take on staff directly but will depend on the Service to provide people and other resources (e.g. via secondment arrangements and hired equipment).

	
	

	5.3
	Currently the company is purchasing a range of support services from the Service; this may not be the long term position because of the need to tender for services and to test whether the services are financially competitive.

	
	

	6
	What should the relationship be?

	
	

	6.1
	The starting point is the normal company model: Directors lead the company and shareholders own the company.

	
	

	6.2
	There is a need to be able to demonstrate separation between the HFRA and 3SFire Limited since the Authority cannot subsidise the company. Otherwise this would conflict with various state aid rules and leave the company exposed to challenge by private sector competitors.

	
	

	6.3
	Conversely the aim must be to maintain a good relationship between the two organisations – supportive and understanding, but not interfering. This recognises the mutual benefit that should exist. 

	
	

	6.4
	There is a need to avoid possible legal conflicts if the company does something that relates to the legal duties / powers of the HFRA. For example if the company undertakes work using seconded staff that is subsequently inspected by the HFRA (possibly with the same staff). Legal advice will be sought should such conflicts arise and the  issue is monitored using the risk register.

	
	

	6.5
	Both organisations effectively share a common purpose – to support front line core services. 

	
	

	6.6
	The risks of reputational damage to both organisations if the company is not successful means there is a shared reason for working to ensure the success of the company. A relatively open communications between the HFRA and the company is possible since the two organisations are not in competition. 

	
	

	6.7
	A separate report considers the part Members appointed to the company as Directors should play in HFRA decision making which relates to the company. 

	
	

	6.8
	The relationship between the HFRA and 3SFire Limited has many forms. Appendix A is a summary of this.

	
	

	7
	Supporting our corporate aims and objectives 

	
	

	7.1
	One of the HFRA’s priorities set out in the HFRA plan 2013-2018 is ‘Working with Partners’. This includes taking commercial opportunities including the trading company.  

	
	

	8
	Risk analysis

	
	

	8.1
	Both HFRA and 3SFire limited maintain and monitor risk registers summarising the risks that exist in the operation of a trading   company. Maintaining an effective, financially sound  and legal relationship will make a significant  contribution to mitigating the potential risks.

	
	

	9
	People impact assessment

	
	

	9.1
	The proposals in this report are considered compatible with the provisions of the equality and human rights legislation. 

	
	

	10
	Environmental and sustainability impact assessment

	
	

	10.1
	None

	
	

	11
	Resource implications

	
	

	11.1
	No additional resource implications arise from this report.

	
	

	12
	Consultation

	
	

	12.1
	The content of this report   has been the subject of discussion by the 3SFire Board.

	
	

	13
	Background papers

	
	

	
	

	13.1
	The following documents disclose the facts or matters on which this report, or an important part of it, is based and has been relied upon to a material extent in the preparation of the report:

None

Note: The list excludes: (1) published works; and (2) documents that disclose exempt or confidential information defined in the Act.


Appendix A

What are the interfaces between the company and HFRA / HFRS?

1. Formally as shareholder 
Annual General Meeting – The HFRA is the only shareholder. It has appointed one Member to act at its representative. 

The company will hold an annual meeting and the HFRA has appointed a Member to chair this meeting. . Technically there is one representative of the HFRA but the aim will be to hold a meeting with all of the HFRA membership which can hold the directors to account. This might precede the HFRA annual meeting. [Note: elected Members who are company directors would not be excluded from this meeting]

The annual meeting will receive the company’s annual report and its business plan setting out in broad terms the areas to be pursued.
Update reports - The HFRA Finance and General Purposes Committee will receive update reports every 6 months.
2. As the provider of services

Service agreement – there is a formal agreement which governs the way in which the company will request services from the Service (and how they will be charged).

Secondment agreement – there is a formal secondment agreement which governs the way in which individual secondments will be managed. This will also provide development opportunities for staff. Further work is required involving HFRA HR managers in relation to workforce planning to meet the company’s, potential demands for people.
3. As the major funder (loan)

Loan agreement and floating charge - there is a formal loan agreement with a supporting floating charge on the assets of the company. The loan will be drawn down in instalments depending upon the needs of the company.

4. As the potential beneficiary

The Authority will be the main beneficiary if the company is profitable and able to make a return (net of tax) to the Authority.

5. Scrutiny and being held to account

This is a difficult area, trying to balance the company’s independence with proper accountability for the use of public funds. The Authority is able to scrutinise the arrangements between the company and HFRA, and information in the public domain (e.g. legal agreements, annual reports and annual accounts). It could do this via one of three committees but it is suggested that the Finance and General Purposes Committee might be the most appropriate (alongside the update report from the company).

A one-off report on governance has been requested by the HFRA Standards and Governance Committee.
It is not appropriate for the detailed activities of the company to be subject to HFRA scrutiny.

6. As a member of the accounting group

If its turnover increases to a material level, it will need to be consolidated into the HFRA accounts. This will involve the HFRA auditor reviewing the accounts.

7. Managers and Staff relationships

In addition to maintaining a good relationship with Members, there is a need to continue to maintain the support of staff and the unions (Representative bodies). This will also  depend on good communications within the organisation – via the senior management team and station visits.
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