Birmingham City Council

Cabinet Committee — Group Company Governance

9 July 2026

Title:

Lead Member:

Relevant Overview and Scrutiny
Committee:

Has this report been shared with the
relevant Overview and Scrutiny
Committee Chair?

Report Author:

Authorised by:

Is this a Key Decision?

Reason(s) why not included on the
Forward Plan and confirm who has
authorised it to be considered:

Is this a Late Report?

Reason(s) why Late and confirm who

has authorised it to be considered:
Is this decision eligible for ‘call in?’
If ‘call-in’ has been dis-applied,

please provide reason(s) and confirm

who has authorised:

Wards: All

SHAREHOLDER COMMITTEE - ACIVICO
SHAREHOLDER RATIFICATIONS

Councillor Chris Garghan, Cabinet
Member for Finance

Corporate and Finance Overview and
Scrutiny Committee

Yes

John Coyne — Director of Commercial &
Procurement Service

John.coyne@birmingham.gov.uk

Carol Culley — Executive Director of
Finance and S151 Officer

Finance and Governance
No

Forward Plan Reference: 016513/2026 Not
a Key Decision

N/A — Not a Key Decision

No
N/A

No

N/A — This is not an executive decision; the
committee is being asked to ratify
approvals already made under delegated
authority.

Page 1 of 13

OFFICIAL



Does this report contain exempt or confidential
information?

Has this decision been included on the N/A
Notification of Intention to consider
Matters in Private?

Reasons why not included on the N/A
Notification and confirm who has
authorised it to be considered:

OFFICIAL

No

Page 2 of 13



1.2

1.3

1.4

1.5

1.6

3.1
3.2

EXECUTIVE SUMMARY

Following the local government elections held in May 2026, this is the first
meeting of the Cabinet Committee — Group Company Governance (the
Committee) in the new municipal year. The Committee is likely to include elected
members who have not previously served in this capacity, and it is therefore
appropriate that members are provided with a structured briefing on their role and
responsibilities before substantive business is transacted.

The Committee acts as the Council’s shareholder committee in respect of those
companies (within the Council’s group structure) over which the Council
exercises control or significant influence. Acivico Limited (Acivico) is the largest
of those companies and is the subject of this report.

This report has two purposes. First, it provides members with a briefing on the
Committee’s role as the Council’s shareholder for Acivico and on the framework
of mutual obligations established by the Shareholder Agreement executed on 5
June 2025. Second, it presents for the Committee’s formal ratification a number
of shareholder decisions and resolutions that have been made on the Council’s
behalf since the Shareholder Agreement was executed, the majority of which
post-date the last meeting of the Committee on 23 April 2026.

The report also draws members’ attention to a number of matters requiring the
Committee’s attention, including the status of the Group Business Plan
(Shareholder Reserved Matter 07), the development of the Acivico Group
Turnaround and Growth Strategy, and the requirement to appoint a Council
Director to the Acivico Board.

The audited accounts of Acivico for the financial year ended 31 March 2026 will
not be available for this meeting. The report sets out the anticipated timetable for
the presentation of the accounts and the appointment of the external auditor for
2026/27.

Three appendices accompany this report: the executed Shareholder Agreement
with Acivico (Appendix 1); the schedule of shareholder decisions and resolutions
taken since the Shareholder Agreement was executed (Appendix 2); and the
schedule of forthcoming matters (Appendix 3). The appendices are provided as
separate documents.

COMMISSIONERS’ REVIEW

Commissioners note the recommendations.

RECOMMENDATIONS
That the Cabinet Committee — Group Company Governance:

Notes the briefing provided in this report on the Committee’s role and
responsibilities as the Council’'s shareholder committee for Acivico, and on the
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3.3

3.4

3.5

3.6

3.7

3.8

3.9

4.1

governance framework established by the Shareholder Agreement executed on
5 June 2025;

Notes the executed Shareholder Agreement with Acivico, attached at Appendix
1;

Notes that the appointment of Council Directors to the Acivico Board remains
outstanding and that this represents a continuing governance and contractual
compliance issue under the Shareholder Agreement;

Approves, for shareholder governance purposes, the proposed short-term
extension of the appointment of the existing Chair of the Acivico Board for a
further period of 12 months from July 2026;

Authorises the Council’s authorised shareholder representative to exercise any
necessary formal shareholder consents, waivers or approvals required to give
effect to the decisions in this report, in accordance with the Council’s Constitution;

Ratifies and endorses the shareholder approvals, resolutions and information
receipts set out at Appendix 2, which were taken on the Council’s behalf under
officer delegated authority, including the shareholder resolutions dated:

3.7.1 10 February 2026, relating to the Integrated Management System and
Sustainability Policy; and

3.7.2 30 March 2026, relating to the Deed of Variation and Extension;

Notes the schedule of forthcoming matters at Appendix 3, including the
anticipated September 2026 resolutions in respect of the Acivico statutory
accounts for 2025/26, the appointment of the external auditor for 2026/27, and
the Letter of Representation;

Notes that the Group Business Plan for 2026/27, the five-year forecast and the
Group Business Plan Review have been submitted but not formally approved,
and that the Business Plan process is expected to be superseded by the Acivico
Group Turnaround and Growth Strategy, received on 9 June 2026 and scheduled
for submission to Cabinet for consideration in July 2026, with the outcome to be
reported to the Committee in due course.

KEY INFORMATION

Context

The Cabinet Committee — Group Company Governance is constituted under the
Council’s constitution as the shareholder committee for those companies within
the Council’s group structure. Its role is to protect and advance the Council’s
interests as shareholder, to hold companies to account for their financial and
operational performance, and to exercise those shareholder functions, including
decisions on Shareholder Reserved Matters (SRM), that are not delegated to
officers.
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4.2

4.3

4.4

4.5

4.6

4.7
4.8

The Committee does not exercise day-to-day operational control over any
company. The management and direction of each company remains the
responsibility of its own board of directors, within the framework established by
the relevant shareholder agreement and articles of association.

The Council’s wider group company portfolio has been subject to an active
rationalisation programme during 2025-26 and approximately 71 companies
remain active and are under review. The Committee will receive periodic updates
on the portfolio as a whole. This report, however, is concerned specifically with
Acivico, which is the largest company within the portfolio and the company in
respect of which the Committee has the most immediate and material
shareholder business to consider.

Acivico is a wholly owned Council company that delivers facilities management
and building consultancy services to the Council under a Directly Commissioned
Facilities Management (DCFM) and Building Consultancy (BC) arrangement. It
operates through a group structure comprising three entities: Acivico (the parent)
and two subsidiaries, namely Acivico (Building Consultancy) Limited, and Acivico
(Design, Construction and Facilities Management) Limited. Work is in progress
to simplify and consolidate this structure.

The Shareholder Agreement with Acivico was executed on 5 June 2025 (together
with updated Articles of Association filed at Companies House on the same date).
The Shareholders Agreement establishes the current governance framework
between the Council and Acivico. It defines 32 Shareholder Reserved Matters —
decisions that require the prior written approval of the Council before Acivico may
proceed and sets out the respective obligations of the Committee and the
Company.

Proposal and Reasons for Recommendations

This report has been brought forward at the first meeting of the Committee in the
new municipal year to:

4.6.1 brief members on the Committee’s role and responsibilities as shareholder
for Acivico and on the framework of mutual obligations set out in the
Shareholder Agreement;

4.6.2 present, for the Committee’s formal ratification, the shareholder approvals,
resolutions and information receipts that have arisen between the
execution of the Shareholder Agreement on 5 June 2025 and the date of
this meeting; and

4.6.3 bring to the Committee’s attention a small number of matters requiring its
attention in the short term.

Ratification of the shareholder approvals and resolutions set out at Appendix 2

The decisions presented at Appendix 2 were made on the Council’s behalf by the
Director of Commercial and Procurement, acting under delegated authority in
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accordance with paragraph 3.2(viii) of Part E2 of the Scheme of Delegation under
the Council’s constitution and as sub-delegated by way of the previous interim
Director of Law & Governance as the shareholder representative for Acivico.

4.9 The decisions were properly approved at the time they were made and have been
recorded and notified to Acivico in the usual way. Bringing those decisions before
the Committee for formal ratification gives the new membership full visibility of
the shareholder business transacted in the period and confirms the Committee’s
endorsement of the decisions as the Council’s shareholder body.

4.10 The schedule of decisions at Appendix 2 distinguishes between Shareholder
Reserved Matters that were formally approved, Resolutions that were signed,
and information receipts (the quarterly financial reports) that do not require
approval.

411  Framework of mutual obligations

4.12 The table below summarises the principal duties of the Committee as shareholder

and the corresponding obligations of Acivico to the Committee. This is not an
exhaustive statement of the Agreement; members are referred to the full
Shareholder Agreement at Appendix 1 for the complete terms.

Table 1 — Summary of Mutual Obligations:

Shareholder Committee and Acivico

Acivico — Duties to the Committee

Shareholder Committee — Duties to

Acivico

Appoint not less than two Council Ensure Board meetings are quorate in

Directors to the Acivico Board.
Clause 4.2

accordance with the Articles of Association,
which require a Council Director to be present.

Articles of Association (June 2025)

Appoint not less than one Independent
Director to the Acivico Board.

Clause 4.3

Prepare and submit a draft Business Plan no
later than four months before the start of the
relevant financial year.

Clause 10.2

Approving the extension of the current
term of a Director to act as Chair of the
Acivico’s Board.

Clause 4.4

Supply audited accounts to the Committee
within three months of the end of each
financial year.

Clause 11.5.2

Approve the appointment of the Group
Managing Director and the terms of their
appointment.

Clause 4.5

Maintain accurate and complete accounting
and financial records to the standard required
by the Council.

Clause 11.2

Engage with the Board to negotiate and
agree the annual Business Plan,
providing reasons where requested
revisions are not agreed.

Prepare a Business Case for every new
proposed project requiring investment or
posing financial risk, using the template

approved by the Committee.

Page 6 of 13

OFFICIAL




Clause 10.2

Clause 10.5

Receive and approve the annual Business
Plan, budget and five-year plan prior to
adoption by the Board.

SRM 5; clause 10.4

Seek prior written approval of the Committee
before proceeding with any of the 32
Shareholder Reserved Matters defined in the
Agreement.

Clauses 3.6 and 10.2

Approve Business Cases for new projects
requiring investment or posing financial
risk.

SRM 6; clause 10.5

Provide periodic reports to the Committee as
agreed, including an annual directors’ report.

Clauses 3.9 and 3.10

Approve the annual budget and any in-
year variations.

SRM 8

Make Board meeting minutes available to the
Committee on request, on reasonable notice.

Clause 3.10

Consider the Company’s accounts and
auditor’s report.

Clause 3.9.3

Confirm  compliance  with  anti-corruption
undertakings on request by the Council.

Clause 8.1.3

Appoint the external where

necessary.
SRM 9; clause 3.9.4

auditor,

Consult the Committee on any proposal to
recommend a dividend and ensure the
conditions in the Agreement are satisfied before
any dividend is declared.

Clause 12.5

Resolve disputes with the Company
through the escalation process, with the
ability to serve a written notice directing
specified actions where necessary.

Clause 32.3

Not assign or sub-contract any rights or
obligations under the Agreement without the
prior written consent of the Council.

Clause 20.1

4.13

414

Contract arrangements — The main contracts between the Council and Acivico
for facilities management and building consultancy services (the Design &
Construction & Facilities Management Services and the Integrated Services
Agreement) expired on 31 March 2026. A Deed of Variation and Extension was
signed on 31 March 2026 (Appendix 2 refers to the same), providing for the
continuation of services whilst a new Managed Service Agreement is established.
The proposed new Managed Services Agreement was approved by Cabinet on
the 17 March 2026, and Officers are working to finalise the same. An update on
the new Managed Services Agreement will be reported to the Committee in due
course.

Acivico Group Turnaround and Growth Strategy — At the Committee’s
meeting in March 2026, an agreement was made for Acivico to develop a
turnaround and growth strategy. The Acivico Group Turnaround and Growth
Strategy was received on 9 June 2026 and is scheduled for submission to
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4.15

4.16

417

4.18

4.19

4.20

Cabinet for consideration. Subject to the outcome, this Committee will be advised
in due course.

Council Director appointments — The Acivico Shareholders Agreement,
requires no less than two Council Director to the Acivico Board in order for Board
meetings to be quorate. To date, no appointments have been made. This
represents a material governance gap and requires urgent resolution. The
absence of appointed Council Directors has prevented the effective operation of
the Board and limits the Council’s ability to exercise appropriate shareholder
oversight.

Recruitment of Directors — The recruitment process for Council Director
appointments is scheduled to commence in July 2026. Once a suitable candidate
has been identified and appointed, the Committee’s ratification of the
appointment will be sought at the earliest opportunity.

Audited accounts — The financial year end for Acivico is 31 March 2026. Under
clause 11.5.2 of the Shareholder Agreement, audited accounts are required to be
provided to the Committee within three months of the year end, giving a nominal
deadline of 30 June 2026. The accounts are not available for this meeting due to
audit delays. Acivico is required to prioritise the completion and submission of its
audited accounts as a matter of urgency. A resolution approving the statutory
accounts, appointing the external auditor for 2026/27, and receiving the Letter of
Representation is anticipated to be brought to the September 2026 meeting, as
reflected in the schedule of forthcoming matters at Appendix 3.

Auditor appointment — The appointment of the external auditor for the 2026/27
financial year is a Shareholder Reserved Matter (SRM 9) requiring the
Committee’s approval. Acivico will need to prioritise this alongside the
preparation of the 2025/26 accounts. The matter will be brought to the Committee
at the appropriate time.

Business Plan 2026/27 and five-year forecast (SRM 07) — Acivico submitted
its Group Business Plan for 2026/27, together with a five-year forecast and Group
Business Plan Review, to the Council on 28 November 2025. A revised
submission was made on 31 January 2026. Formal shareholder approval has not
been provided. The Business Plan requirement has been superseded by the
Shareholder’s request for the Acivico Group Turnaround and Growth Strategy,
as described at paragraph 4.12 above.

Financial position — Acivico’s financial forecasts extend to September 2027
and demonstrate financial sustainability throughout that period. The Company
has assessed itself as a going concern. The most material financial risk remains
the uncertainty around the transition to a new Managed Service Agreement. The
Council is also monitoring financial liabilities arising from an equal pay claim
relating to Acivico.
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Other Options Considered

4.21 In relation to the decisions presented for ratification at Appendix 2, the alternative
to ratification would be for the Committee to decline to endorse one or more of
the decisions made on its behalf. Officers do not recommend that course in
respect of any of the decisions listed, all of which were properly authorised under
delegated arrangements and were necessary for the continued operation of
Acivico. The Committee’s endorsement is sought to provide a clean shareholder

record and full visibility of the business transacted.

4.22

In relation to the briefing element of this report and the schedule of forthcoming

matters, no material alternative options arise; the report is intended to equip the
Committee to discharge its functions and to set out the matters it can expect to
consider in the coming municipal year.

RISK MANAGEMENT

Current Position

The principal governance risks associated with the matters in this report are set
out in the table below.

Mitigation

Absence of a Council
Director on the Acivico
Board

No formal Board meetings
have been held since June
2025. The Council is in
continuing breach of clause
4.2 of the Shareholder
Agreement and 8.1 of the
Articles. Board governance
is materially compromised.

The recruitment process
for the Council Directors
appointment is due to
commence in July 2026.
Once suitable candidates
have been identified, the
Committee’s ratification will
be sought.

Failure to appoint Council
Directors

As mentioned above no
formal meetings of the
Board have been held
since June 2025. By failing
to appoint the Council
Directors, the Council is in
continuing breach of clause
4.3 of the Shareholders
Agreement. and 8.1 of the
Articles.

The recruitment process
for the Council Directors
appointment is due to
commence in July 2026.
Once suitable candidates
have been identified, the
Committee’s ratification will
be sought.

not
the

Audited  accounts
available within
contractual timescale

Accounts for the vyear
ended 31 March 2026 were
not available by the 30
June 2026 contractual
deadline due to audit
readiness, affecting the
Council’s ability to produce
accurate Group Accounts.

Acivico has been directed
to prioritise completion of
the accounts. Presentation
to the Committee is
anticipated at the
September 2026 meeting.

Business Plan 2026/27 | The Business Plan was | The  Turnaround and
(SRM 07) and Acivico | submitted in November | Growth Strategy is
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Group Turnaround and
Growth Strategy

2025 and January 2026;
formal approval was not
provided. The Shareholder
requested the development
of the Acivico Group
Turnaround and Growth

scheduled for submission
to Cabinet for
consideration. This
Committee will be advised
of the outcome in due
course.

Strategy, which was
received on 9 June 2026.

The report has not been subject to external consultation. with the exception of
the extension of the term to the current Chairs tenure, the decisions presented
for ratification were notified to Acivico at the time they were made and are

The matters covered in this report are not specific to any ward. No ward councillor

This report has not been shared with the Overview and Scrutiny Committee Chair
in advance of this meeting. The report does not seek any substantive executive
decision; it seeks the Committee’s ratification of shareholder decisions made
under delegated authority and provides a briefing on the Committee’s role. Future
decision reports brought to this Committee will be shared in accordance with the

The Director of Commercial and Procurement has briefed relevant officers in

There are no direct financial implications arising from the recommendations in
this report. The shareholder decisions presented for ratification at Appendix 2
were properly authorised and the financial consequences of those decisions have
been provided for in the relevant operational and contractual arrangements.

6 CONSULTATION
6.1
reflected in the Company’s records.
7 MEMBER ENGAGEMENT
Ward Councillor(s)
7.1
engagement has been undertaken.
Overview and Scrutiny
7.2
standard process.
Other
7.3
advance of this meeting.
8 IMPACT AND IMPLICATIONS
Finance and Best Value
8.1
8.2

The Council’s obligations as shareholder — including the appointment of Council
Directors, the approval of the Business Plan, and the timely receipt and
consideration of audited accounts — have a direct bearing on the Council’s ability
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8.3

8.4

8.5

8.6

8.7

8.8

8.9

to produce accurate Group Accounts and to fulfil its statutory duties. Failure to
discharge these obligations in a timely manner may create financial and audit
risks for the Council.

Acivico’s financial forecasts demonstrate that the Company assesses itself as a
going concern to September 2027. The Council is aware of the equal pay liability
relating to Acivico and continues to monitor the position.

Legal

Acivico is a wholly owned company of the Council and, the governance
arrangements addressed in this report relate to the exercise of the Council’s
shareholder functions.

For the purposes of the Procurement Act 2023, the Council is able to reply on
the ‘vertical arrangements’ (formally referred to as the Teckal exemption), subject
to satisfying the statutory tests of control and activity. The Shareholders
Agreement executed on 5 June 2025, together with the updated Articles of
Association, is intended to ensure that the Council retains a level of control over
Acivico, comparable to that exercised over its own internal departments thereby
supporting continued reliance in respect of construction activities and other repair
and maintenance works undertaken or otherwise procured by the Council.

Section 151 of the Local Government Act 1972 places a duty on the Chief
Finance Officer to ensure the proper administration of the Council’s financial
affairs. That extends to the governance and oversight of the Council’'s group
company arrangements, including the exercise of shareholder functions. These
functions are discharged in accordance with the Council’s Constitution including
Part E of the Scheme of Delegation, which provides for the delegation of certain
shareholder decisions to officers and the exercise of shareholder voting rights by
authorised representatives.

The shareholder approvals, resolutions and information presented at Appendix 2
were taken on the Council’'s behalf under officer delegated authority. The
Committee is asked to ratify and endorse these decisions in its shareholder
governance role. Such endorsements does not affect the legal validity of the
decisions, which were effective at the time they were taken but provides
transparency, assurance and a clear audit trail of shareholder activity.

The Committee is also asked to endorse a proposed short term extension to the
appointment of the current Chair of Acivico’s Board. This proposal does not align
with the requirements of the shareholder agreement and therefore represents an
interim measure to address an existing governance gap.

The Council is currently in breach of its obligations under the Shareholder
Agreement, to appoint Council Directors (clauses 4.2 of the Shareholder
Agreement); and appoint the Chair of Acivico’s Board (clause 4.4 of the
Shareholders Agreement). These breaches present a material governance risk,
including the potential for Board meetings not to be quorate and for reduced

Page 11 of 13

OFFICIAL



8.10

8.11

8.12

8.13

8.14

8.15

8.16

effectiveness in the Council’s ability to exercise strategic oversight. Prompt action
to recruit and appoint to these roles is therefore required to restore contractual
compliance and strengthen governance arrangements.

The requirement to supply the Council with audited accounts within three months
of the financial year end is a contractual obligation on Acivico. Failure by Acivico
to meet this timescale has implications for the Council’s ability to submit Group
Accounts and its compliance with the Local Audit and Accountability Act 2014.
Acivico has been directed to prioritise completion of the accounts and will be
required to report progress.

The Committee is asked to note that the Group Business Plan for 2026/27 (SRM
07) has not been formally approved and is expected to be superseded by the
Acivico Group Turnaround and Growth Strategy. The legal position will be
regularised through consideration of the Strategy and any associated
shareholder approvals.

The Legal Team continues to support the preparation and execution of the new
Managed Services Agreement, and any associated governance arrangements,
ensuring alignment with the Council’s constitutional requirements and applicable
legislation.

Equalities
There are no direct equalities implications arising from this report.

Procurement

The services delivered by Acivico to the Council operate under the Vertical
Exemption provisions of the Procurement Act 2023. This exemption applies
where a contracting authority exercises over the legal entity concerned control
analogous to that which it exercises over its own departments, and where the
entity carries out the essential part of its activities for the controlling authority. The
Council’s relationship with Acivico meets these criteria. Works and services
delivered by Acivico under the DCFM arrangement do not constitute a
procurement exercise for the purposes of the Act.

People Services
There are no direct people services implications arising from this report.

Climate Change, Nature and Net Zero

There are no direct climate change, nature or net zero implications arising from
this report. An Environmental Sustainability Assessment is not required, as this
report does not seek a Key Decision. The Committee notes that, among the
decisions presented for ratification at Appendix 2, the Integrated Management
System and Sustainability Policy (SRM 05 and the Resolution of 10 February
2026) supports the Council’s climate change and net zero commitments.
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8.17

8.18

9.1
9.2
9.3

9.4

10
10.1

10.2
10.3

10.4

10.5

10.6

Corporate Parenting
There are no corporate parenting implications arising from this report.

Other
There are no other implications arising from this report.

APPENDICES

The following appendices accompany this report as separate documents:
Appendix 1 — Shareholder Agreement: Acivico (executed 5 June 2025)

Appendix 2 — Schedule of Shareholder Decisions and Resolutions (5 June 2025
to date)

Appendix 3 — Schedule of Forthcoming Matters

BACKGROUND PAPERS

Minutes of the Cabinet Committee — Group Company Governance, 26 February
2026

Minutes of the Cabinet Committee — Group Company Governance, 23 April 2026

Report to Cabinet Committee — Group Company Governance: Commercial Board
Update, January to March 2026 (23 April 2026)

Report to Cabinet Committee — Group Company Governance: Company Update
— Rationalisation of Companies and Appointment of Directors (23 April 2026)

Report to Cabinet Committee — Group Company Governance: Companies
Update — Companies Creation and Governance Toolkit (23 April 2026)

Report to Cabinet Committee — Group Company Governance: Group Companies
— Informing Audit Risk Assessment 202526 (23 April 2026)
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