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PART I   
 
   

RECOMMENDATION 
 

Views of the Committee are sought to help inform discussion of this matter at 
Executive on 22 July and consideration of the following recommendations to 
be decided at the Council meeting on 31 July 2014. 
  

1. Implement a shared ICT service between Exeter, Teignbridge and East 
Devon Councils, according to the detail set out in the Updated Business 
Case and Implementation Plan attached to this report.   

  
2. The creation of a stand-alone limited company (called Strata Service 

Solutions Ltd) which is wholly owned and controlled equally by the three 
councils to deliver the ICT shared service.   
  

3. Delegated authority to the Chief Executive, in consultation with the 
Leader of the Council, to finalise and sign legal agreements in line with 
the Updated Business Case and Implementation Plan. 

  
4. Delegate authority to the Section 151 Officer, in consultation with the 

Deputy Chief Executive, to transfer the remaining ICT budgets for FY 
14/15 as at go-live date (expected to be 1st November 2014 ) to the shared 
service (Strata) and to transfer future budgets as per the payment plan in 
the Updated Business Case. 
  

5. Approve the budget for this Council’s share of the implementation costs 
 : 

  

  2014/15   2015/16    

  Revenue Capital Revenue Capital Total  

Exeter City £150,889 £615,477 £0 £30,651 £797,017  

Teignbridge 
District £114,930 £468,801 £0 £23,347 £607,078 
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East Devon 
District £154,063 £628,425 £0 £31,296 £813,784 

 

  £419,882 £1,712,703 £0 £85,294 £2,217,879  

  
6. Transfer ICT staff to the new company (under TUPE) at go-live date   

  
7. Transfer all ICT assets to the company at the go-live date 

  
8. The appointment of the ICT Manager, East Devon District Council, as the 

Interim Chief Operating Officer (COO) of the company from 1 August 
2014  with the expectation that recruitment for the final post will be 
competitive and conducted through an internal and external campaign 
starting in September. 

  
9. Transfer line responsibility for all ICT staff from 1 August 2014 to the 

Interim COO. However staff will remain employees of the council until 
formal transfer. 

 
10.  A Joint Executive Committee and Joint Scrutiny Committee, the terms of 

reference for which will be set up following a formal report to Council 
agreeing this constitutional change. 

 
 
1. PURPOSE 
 
To seek approval to enable the Council to progress with an ICT shared service with 
two other local authorities (East Devon District Council and Exeter City Council). 
 
A presentation will be given to members and supporting appendices, which are dealt 
with as exempt papers in part 2 of the agenda are provided separately to members. 
 
 
2. BACKGROUND 
 
In November/December 2013 the Cabinet and Executives of Exeter City Council, 

Teignbridge District Council and East Devon District Council reviewed an initial 

business case for the creation of a shared ICT service.  

Each agreed in principle to create a shared ICT service with Exeter, Teignbridge and 

East Devon based upon a "Plan C" option (Plan C included the development of a 

new data centre to be built within the Civic Centre, Exeter - that all three partners 

would utilise).   Final decisions would be made by each council after a due diligence 

exercise had been completed, to validate the initial business case assumptions.  The 

results were to be presented as an “Implementation Plan” to the councils in the 

summer of 2014. 
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The updated Business Case, following due diligence, and Implementation Plan, are 

now attached for Members’ consideration; this includes a separate document 

containing the associated appendices to the Report.  It is useful for Members to 

remind themselves of the initial business case presented in November as this should 

be considered in conjunction with the report attached and holds more of a narrative 

for the whole process. 

The conclusions are that the initial business case was sound; that potential savings 

are substantial enough to warrant the effort and risk of this major change; and that 

the resulting new organisation will act as the catalyst and foundation for significant 

further changes for the three partners.  

 

The drivers for the shared service remain the same:  

 Reduce cost...through economies of scale and de-duplication of effort 

 Reduce risk...by having a larger ICT team with less reliance on key 
individuals and more time to manage new complex technologies 

 Improve capability for change...through creating capacity within the ICT 
team for transformation effort rather than just "business as usual". 

 The financial summary is:  

 Cost of setting up the shared service is £2.218m across the three Councils.  

 Gross 10 year savings are anticipated to be £8.326m,  

 Net 10 year savings, after implementation costs, is £6.108m. Split as 
follows in relation to each council’s 13/14 revenue budget contribution; 

Exeter City £2.195m 

Teignbridge £1.672m 

East Devon £2.241m 

The business case finances have been developed with a prudent and conservative 

approach. 

Regarding the company structure, it is important to provide clarity in respect of what it 

is and is not: 

a) the Company is a wholly owned council vehicle for delivering ICT services to 
the partners, 

b) it is not outsourcing of the ICT function, 
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c) the constitution of the company provides for all decisions to be unanimous – 
no two councils can out vote the other, 

d) staff will TUPE over on existing council Terms and Conditions  

e) in line with the recommendations, the Company will be directly accountable to 
each Council through the business planning process and subsequently a Joint 
Scrutiny function. 

 
3. MAIN IMPLICATIONS 
 
Financial  
The implementation costs in providing the Shared Service facility, including the 
building of a new data centre and additional software upgrades are identified below. 
  

   2014/15   2015/16    

   Revenue Capital Revenue Capital Total  

 Exeter City £150,889 £615,477 £0 £30,651 £797,017  

 Teignbridge 
District £114,930 £468,801 £0 £23,347 £607,078 

 

 East Devon 
District £154,063 £628,425 £0 £31,296 £813,784 

 

   £419,882 £1,712,703 £0 £85,294 £2,217,879  

 

This investment will deliver net savings over a 10 year period of £6,107,980 across 
the 3 councils.  This equates to net savings to Teignbridge District Council of 
£1,671,876 over the 10 year period. 
 
The model is based upon the 2013/14 base budgets. Following staffing changes an 
adjustment is required to our current budgetary contribution of £427,700 over the 10 
year period giving overall savings of £1,244,176. 
 
The company will also require annual capital contributions of £150,000 to invest 
further in the existing assets transferred to the company. Our share will be £41,058 
per annum which can be met from the existing capital programme budgets until 
2016/17. 
 
Legal 
 
The Solicitor to the Council has been involved from the outset in providing legal 
advice in relation to the proposal.  Initially advice was given in relation to the 
appropriate vehicle to take the shared service forward and as matters have 
progressed, the Solicitor has advised on the legal issues concerning the relationships 
and necessary legal agreements. 
 
The proposal is for the shared ICT service to be provided by a Strata, which is a 
company limited by shares.  It is owned by the three Councils, each of whom has one 
share which carries equal status and voting rights.   
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Strata being entirely owned by the Councils and carrying out its activities for the 
Councils means that the Councils can benefit from the exemption from the 
requirement to go through a procurement process to choose an ICT provider.  This 
exemption is known as the ‘Teckel’ exemption which is the name of the party in the 
case in which it was established.   This means that the Councils can instruct Strata to 
provide the ICT services without competition or having to comply with EU 
procurement rules. 
 
 There will be three principal documents governing the shared services 
arrangement.  The first is the Articles of Association, which is a legal requirement and 
is Strata’s constitution.  It deals with matters such as decision making, appointment 
of directors and structure of the company. 
 
The second is the Shareholder Agreement which sets out the relationship between 
the Councils and contains, amongst other things, the principles of collaboration, 
transfer of assets, staffing, finance, accommodation, governance and dispute 
resolution.  Heads of terms for the Shareholder Agreement are appended to the 
Business Case.   
 
Governance is a matter to be agreed and approved by members from each Council 
but the proposal is to create a Joint Executive Committee comprising of the Leaders 
and also the Chief Executives, who will be non-voting.  Each Council will need to 
amend its constitution to delegate powers to the Joint Interim Executive.  Internal 
scrutiny for each Council will be a matter for their individual Overview and Scrutiny 
Committees. 
 
The third principal document is the Service Agreement which will govern the structure 
of the relationship between the Council and Strata.  Within the Service Agreement 
will be details of how Business Plans and Service Plans will be agreed and 
implemented.  A Business Plan will be a periodic document that sets out the strategic 
tasking of Strata.  The first of which is to be for three years and it will cover the larger 
strategic projects.  Thereafter it will be reviewed annually.  The Service Plans will be 
set annually and they will set out the operational matters relating to the services. 
 
Existing ICT staff will transfer to Strata, which will become an admitted body for the 
Local Government Pension Scheme. 
 
 Advice has been sought from Bevan Brittan who specialise in public sector law and 
have assisted in numerous shared service arrangements across the country.  Bevan 
Brittan will advise on the final form of the Articles of Association, Shareholder 
Agreement and Service Agreement. 
 
 Accountants Grant Thornton have provided due diligence advice on the project 
planning and advice has been received by a tax expert on the  VAT and corporation 
tax issues.  The documents referred to above will be carefully drafted to ensure that 
the advice is incorporated and Strata is correctly structured. 
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Risks 
 
There are numerous risks associated with a venture of this type.  These are captured 
within the appendices to the Updated Business Case (Appendix 26) where a full risk 
register is produced and appropriate mitigations are identified. The supporting 
appendices are dealt with as exempt papers in Part 2. 
 
In making the decision to proceed, no impacts are identified on: equality and 
diversity; health and wellbeing; safeguarding children, young people and vulnerable 
adults; community safety; or the environment. 
 

Are there any other options? 
 
The Council could continue the current internal service provision, however it is 
apparent that the risks associated with this approach are substantial.  Our capacity 
and ability to respond to both “business as usual” and the wider “transformational 
agenda” would be limited and overall operating costs would be more expensive.  
 

 
4. GROUPS CONSULTED 
 
Leadership  
Group Leaders – briefed 
Chairmen of Overview and Scrutiny and Audit Scrutiny - briefed 
Corporate Leadership Team (extended) 
Regional Trades Unions 
All in-scope staff 
 
5. TIME-SCALE 
 
The Executive will consider this report on 22 July 2014 and Full Council on 31 July 
2014. 
  
 

Steve Hodder 
Business Lead, Corporate Services and 
Transformation 

 

 
 

Wards affected All 

Contact for any more information Steve Hodder  

Background Papers (For Part I reports only) 
 

Previous minutes and reports 

Key Decision No 

In Forward Plan Yes 

In O & S Work Programme Yes 

 

 


