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" WKL  Corporate Governance Committee

You are requested to attend a meeting of the Corporate
Governance Committee to be held in The John Meikle Room, The
Deane House, Belvedere Road, Taunton on 4 February 2013 at

18:15.
Agenda
1 Apologies.
2 Minutes of the meeting of the Corporate Governance Committee held on 10
December 2012 (attached).
3 Public Question Time.
4 Declaration of Interests
To receive declarations of personal or prejudicial interests, in accordance with
the Code of Conduct.
5 South West Audit Partnership (SWAP) Governance Arrangements. Report of the
Strategic Director (attached).
Reporting Officer: Shirlene Adam
6 Report on objection to license fees to the Hackney Carriage and Private Hire
Trade. Report of the Acting Environmental Health Lead (attached).
Reporting Officer: Scott Weetch
7 Corporate Governance Committee Forward Plan - details of forthcoming items to

be considered by the Corporate Governance Committee and the opportunity for
Members to suggest further items (attached)

Tonya Meers
Legal and Democratic Services Manager

16 September 2013



Members of the public are welcome to attend the meeting and listen to the discussions.

There is time set aside at the beginning of most meetings to allow the public to ask
guestions.

Speaking under “Public Question Time” is limited to 4 minutes per person in an overall
period of 15 minutes. The Committee Administrator will keep a close watch on the time
and the Chairman will be responsible for ensuring the time permitted does not overrun.
The speaker will be allowed to address the Committee once only and will not be allowed
to participate further in any debate.

Except at meetings of Full Council, where public participation will be restricted to Public
Question Time only, if a member of the public wishes to address the Committee on any
matter appearing on the agenda, the Chairman will normally permit this to occur when
that item is reached and before the Councillors begin to debate the item.

This is more usual at meetings of the Council's Planning Committee and details of the
“rules” which apply at these meetings can be found in the leaflet “Having Your Say on
Planning Applications”. A copy can be obtained free of charge from the Planning
Reception Desk at The Deane House or by contacting the telephone number or e-mail
address below.

If an item on the agenda is contentious, with a large number of people attending the
meeting, a representative should be nominated to present the views of a group.

These arrangements do not apply to exempt (confidential) items on the agenda where
any members of the press or public present will be asked to leave the Committee Room.

Full Council, Executive, Committees and Task and Finish Review agendas, reports and
minutes are available on our website: www.tauntondeane.gov.uk

B Lift access to the John Meikle Room and the other Committee Rooms on the first
floor of The Deane House, is available from the main ground floor entrance. Toilet
facilities, with wheelchair access, are also available off the landing directly outside the
Committee Rooms.

An induction loop operates to enhance sound for anyone wearing a hearing aid or
using a transmitter.

For further information about the meeting, please contact the Corporate Support
Unit on 01823 356414 or email r.bryant@tauntondeane.qov.uk

If you would like an agenda, a report or the minutes of a meeting translated into another
language or into Braille, large print, audio tape or CD, please telephone us on 01823
356356 or email: enquiries@tauntondeane.gov.uk



http://www.tauntondeane.gov.uk/
mailto:r.bryant@tauntondeane.gov.uk
mailto:enquiries@tauntondeane.gov.uk

Corporate Governance Committee Members:-

Councillor A Beaven
Councillor S Coles
Councillor B Denington
Councillor E Gaines
Councillor A Govier
Councillor T Hall
Councillor J Hunt
Councillor L James
Councillor R Lees
Councillor D Reed
Councillor V Stock-Williams
Councillor P Tooze
Councillor A Wedderkopp



AGENDA ITEM NO. 2

Corporate Governance Committee — 10 December 2012

Present: Councillor A Wedderkopp (Vice-Chairman) (in the Chair)
Councillors Beaven, Coles, Denington, Gaines, Hall, Horsley, Hunt,
Miss James, Mrs Reed, P. Smith, and Mrs Stock-Williams.

Officers: Shirlene Adam (Strategic Director), Tonya Meers (Legal and
Democratic Services Manager), Dan Webb (Client and Performance
Lead), Natasha Williams (Corporate Support officer) David Woodbury
(Corporate Health and Safety Advisor) and Alistair Woodland (Audit
Manager).

Also Present:Stephen Malyn (District Auditor).

(The meeting commenced at 6.15 pm)

26. Apologies/Substitutions

Apologies: The Chairman (Councillor D Reed) and Councillors R Lees and Tooze.

Substitutions: Councillor Horsley for Councillor R Lees;
Councillor P Smith for Councillor Tooze;
Councillor Mrs Reed for Councillor D Reed.

27. Minutes

The minutes of the meeting held on 24 September 2012 were taken as read and
were signed.

28. Update on the Health and Safety Strategy for 2012 — 13

The consolidation and compliance audit had, with the completion of the high level
introductory audits, moved into a more detailed phase.

A number of draft action plans had been circulated and team meetings held following
the first round of Audit interviews.

Confidence remained high that the objectives of the audit would be met and line
managers and employees would have access to a sustainable monitoring process.

Health and Safety Key Performance Indicators
o Management competency and legal compliance.
There were varying levels of health and safety performance and legal compliance

within Council functions. The consolidation and compliance audit was identifying the
detail and local actions plans were driving the improvements.
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. Health and Safety Management System and implementation

With the integration of the DLO Health & Safety policies into the Sharepoint site the
coverage of our H&S policies was over 90% complete. The compliance audit had not
as yet identified any major problems.

o Accident, incident data and lessons implemented

Every reported accident would be reviewed for the root cause and for any lessons
learnt. It would be known when we have ‘got it right’ by an increased number of
‘near-miss’ incidents being reported.

Resolved to note:
e The progress on the delivery of the strategy; and
e That there were no new significant risks or incidents.

29. External Audit — Annual Audit Letter 2011/2012

Stephen Mayln (District Auditor) introduced Taunton Deane Borough Councils
Annual Audit letter.

The letter outlined the following:

e A conclusion on the Statement of Accounts and annual governance
statement; and

e A conclusion on Value for Money.

Members were advised that there was a two month delay due to one
outstanding matter currently being reviewed following notification from a local
authority elector. More information would be available by the next meeting due
to be held in March 2013.

Resolved that the Annual Audit Letter 2011/2012 be noted.

30. External Audit — Fees 2012/2013

The external audit function for Taunton Deane had recently transferred from
the Audit Commission to Grant Thornton. The change was part of a national
programme of “outsourcing” the external audit work. This had resulted in
significant savings for all local authorities.

Stephen Mayln (District Auditor) introduced the letter which detailed the fee
position for external audit services for 2012/2013. The team that would be
involved on Taunton Deane work and the timescales for reporting was also
outlined.
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31.

32.

The indicative audit fee showed a reduction of 40% and this had been
reflected in the Councils draft budget position for 2013/2014. The fee would be
based on the risk based approach to audit planning. It would cover:-

¢ Audit of financial statements;

e Work to reach a conclusion on the economy, efficiency and effectiveness
in the use of resources; and

e Work on the whole of Government accounts return.

Resolved that the Grant Thornton Audit Fee Letter for 2012/2013 be noted.

Contract Standing Orders

Considered report previously circulated, which updated Members on
recommended changes to the Contract Standing Orders. The Contract
Standing Orders had not been updated since 2006 and therefore did not
reflect the partnership with South West One.

Tonya Meers (Legal and Democratic Services Manager) advised Members of
the amendments made to the Contract Standing Orders.

Resolved that the:-

e Contract Procedure Rules be approved; and
e Full Council be recommended to approve the revised Contract
Procedure Rules.

Internal Audit Plan — Progress Report

Considered report previously circulated, which provided an update on the
significant findings and recommendations since September 2012.

The report summarised details of any significant weaknesses identified during
internal audit work alongside a schedule of audits completed during that
period.

As reported at the last Committee, two additional reviews had been agreed
with the Councils Section 151 Officer. The review on the Acolaid System
would focus on risk exposure due to known access weaknesses. The second
additional review would look at the Project Management Arrangements on the
Crematorium Mercury Filtration Project.

A list of all audits planned for 2012-2013 and their status as at the 28
November were detailed in the report. There were a total of 35 reviews
covering quarters one, two and three. 23 of these reviews were at a reporting
status, 9 were in progress and 3 were yet to commence.
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33.

Members were advised that there was a delay in obtaining data from SAP for
the Creditors Fraud Audit and in turn, this audit had been pushed back into
quarter 2. This has had a knock-on effect on the Contract Fraud Audit and
Procurement Rules Audit.

Resolved that the report be noted.

Corporate Governance Action Plan

Considered report previously circulated, which provided details of the progress
made against the Corporate Governance Action Plan.

Each year, the Council received a number of reports and assessments which
resulted in recommendations for improvement. These normally contained
individual action plans which could prove challenging to manage and monitor.
Therefore an aggregated plan provided the details of the scale of
improvements required and progress against them in one place.

The Corporate Governance Action Plan listed 27 actions, which had emerged
from the most recent external audit recommendations from the following
sources:-

¢ Annual Governance Report 2010/11; and

e Annual Governance Report 2011/12.

Members were advised that 81% of actions were ‘on target’ which indicated an
improved position compared to the previous report in June 2012, where 76%
of actions were ‘on target’ or complete.

There were 5 actions that either had ‘some concern’ or were off target. Two of
these were rated as ‘High priority’, and the other three actions rated with
‘Medium priority’. These were:

e Update the IT Strategies and ensure there were clear links from these to
financial planning (High priority);

e Determine spending priorities and reduce expenditure to ensure that future
budgets were balanced by closing the gap between expenditure and
projected income (High priority);

e Maintain a register of partnerships and prepare a protocol for establishing
new partnerships (Medium priority);

e To fully review the Financial regulations (Medium priority); and

e Develop benchmarking to support decisions in allocating resources
(Medium priority).

Members discussed delays in targets dates and requested that a column be
introduced that would highlight the original target date as well as the expected
target date.

Resolved that the report be noted.
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34.

35.

Internal Audit — The Future

Shirlene Adam (Strategic Director) gave a verbal update to Members on the
future governance of the South West Audit Partnership (SWAP).

The possible introduction of a Local Authority company was outlined which
would replace the joint committee structure which was currently operating.
Each Local Authority Council would be given the opportunity to join the
company and would be given an equal vote.

Taunton Deane would need to decide if they would like to be part of the new
company.

Resolved that the verbal report be noted.
Corporate Governance Forward Plan

Submitted for information the proposed Forward Plan of the Corporate
Governance Committee.

Resolved that the Corporate Governance Committee Forward plan be noted.

(The meeting ended at 7.22pm).
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AGENDA ITEM NO. 5

Taunton Deane Borough Council

Corporate Governance Committee — 4 February 2013

South West Audit Partnership (SWAP) Governance Arrangements
Report of the Strategic Director

(This matter is the responsibility of Executive Councillor Stock-Williams, PFH for
Resources)

1. Executive Summary

Corporate Governance Committee is being asked to approve the proposed
changes to the governance of the South West Audit Partnership and consider
the impact on this Council. The final recommendations will be presented to
Full Council on 26 February 2013.

2. Background

2.1 The Corporte Governanace Committee was briefed by Gerry Cox, Head of
Audit Partnership at the meeting on 10 December 2013 on the changes
proposed.

2.2  Full and detailed proposals were considered and approved at the Members
Joint Committee on 8 January 2013 (who have discussed this matter at length
over the last 18 months).

2.3  The attached report (Appendix A) from Gerry Cox, Head of Audit Partnership
sets out a good summary of the proposals that this Council nhow needs to
consider. There are several appendices of supporting detail as follows:-

Appendix A Summary of Proposals (Gerry Cox, Head of Audit Partnership)
Appendix B Legal Documentation
Appendix C Equalities Assessment

2.4 The legal documents supporting this change are included at Appendix B.
These have been reviewed by our Legal & Democratic Services Manager,
Tonya Meers who is comfortable with the content.

2.5  This Council now needs to make a decision on whether TDBC wish to be part
of the new arrangments.
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3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

Issues For TDBC To Consider

Should TDBC Join The Company?

The existing Joint Committee arrangement governing SWAP will cease in
2013, as it is clear that the majority of Partners support the change to a
Company Limited by Guarantee. This Council now needs to consider
whether:
e it wishes to join this arrangement, and appoint suitable representatives
to govern our interests, or
e it wishes to withdraw and bring internal audit services back in house.

The existing Partnership arrangements bring significant advantages to this
Council (resilience / shared expertise / cost stability). Should the service be
brought back in-house then this would be lost. For this reason, at this
moment in time, it would seem sensible for this Council to join the new
company.

What Would Our Governance Arrangements Be?

The company will be governed by a Members Board, and Board of Directors.
The responsibilities of these are set out in the table towards the end of
Appendix A (report of Gerry Cox).

The Members Board clearly have the authority to make the significant
decisions, with the Board of Directors having the authority over more routine
operational matters.

This Council must appoint an elected Member to the Members Board. This
ideally should not be the Chair of the Corporate Governance, or the PFH for
Resources as they will have potential conflicts of interest.

This Council has a choice of who to appoint to the Board of Directors — an
Officer or an elected Member. Traditionally this Council would expect an
elected Member to take on this function — but the responsibilities delegated to
the Board of Directors are rather ‘operational’ in nature and it may make more
sense to appoint an Officer in this instance.

| have suggested a model of local governance for Taunton Deane Borough
Council — for debate - below. The final decision on “who” will need to be
made before 31/3/13, but ideally (if supported by Corporate Governance)
could be ratified at Full Council on 26" February 2013.

Potential Model of Governance For TDBC

Members Board Elected Member
(meets twice a year) (Not PFH or Chair of Corp Gov Cttee)
Board of Directors Officer

(meets four times a year) | (Suggest Deputy s151 with Client & Corporate
Services Manager as Alternate)
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3.9

3.10

3.11

4.1

4.2

4.3

4.4

5.1

5.1.

The above proposal would ensure that Members carry on with the role
currently fulfilled via the Joint Committee, and allow officers to continue to
engage with and influence the technical issues that will emerge an their
Operational Board meetings.

The above proposal also allows the s151 Officer, the PFH and Chair of
Corporate Governance to maintain their independence.

Should this proposal be acceptable, the necessary arrangements will need to
be made to nominate an elected Member and to put the necessary steps in
place to appoint our Deputy s151 Officer as our Director on the Board.

Finance Comments

The draft budget for 2013/14 has been prepared assuming a 0% increase in
the cost of internal audit services for next year. This has been confirmed by
the audit partnership and their business plan has been prepared on that basis.

The financial risks associated with the move to a Company Limited By
Guarantee are no different to that currently in place with legal agreement
supporting the Joint Committee arrangment.

The Company will apply to become an admitted body of the Local
Government Pension Scheme operated by Somerset County Council. They
will require partner authorities to guarantee the pension liabilities of the
partnership. Taunton Deane will therefore need to guarantee our share of the
pension fund deficit appropriate to ex- TDBC staff in the partnership. This is
estimated at £148,901.

This is simply a contingent liability to meet pension fund liabilities in the event
of the failure of the Company. This is similar to that which would have applied
on dissolution of the current partnership arrangements. These liabilities
should be no greater than what would be the case if the current partnership
ceased.

Legal Comments
Good governance arrangements are essential to ensure that the Council can
demonstrate that it is acting lawfully. However there are no legal implications

in relation to either option.

Members and Officers who sit on the board of the Company need to be aware
that they will have legal responsibilities to the Company.
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6.1

7.1

8.1

9.1

10.

10.1

11.

Links to Corporate Aims

The new arrangements for SWAP do not impact on the Councils corporate
aims or objectives. This is simply a change of governance arrangments.

Environmental and Community Safety Implications

The new arrangements for SWAP do not impact on the Councils
environmental and community safety position.

Equalities Impact

The equalities issues connected with this change of governance have been
reviewed and the assessment is attached at Appendix C. The partnership
already have arrangments in place, and the new company will put in place
appropriate policies and procedures to ensure it operates within the equalities
legislation.

Risk Management

SWAP have a risk management process in place and share updates at each
management board meeting. The set up of a new company brings new risks
for the Management of SWAP to review and | am confident this is under
control.

Partnership Implications

Internal Audit services have been delivered in a “partership” environment
since 2005, and this will continue within the new governance arrangments.
SWAP Ltd will continue to provide quality internal audit services to this
Council on all services — whether delivered in-house or by other partnerships.

Recommendations

The Corporate Governance Committee is requested to recommend to Full
Council that:

a) Taunton Deane Borough Council support the formation of a company
limited by guarantee, to replace the existing South West Audit
Partnership Joint Committee.

b) Taunton Deane Borough Council elects to be a Member of the

company SWAP Ltd from 1 April 2013 on the terms and basis set out in
the Articles of Association, Deed and Service Agreement (Appendix B).
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C) Taunton Deane Borough Council agrees to the dissoving of the South
West Audit Partnership Joint Committee at a date to be determined,
but not later than 30 June 2013.

d) Taunton Deane Borough Council notes the separation of
responsibilities and membership profiles of the Members Board and
Board of Directors. This Council will nominate an Elected Member to
sit on the Members Board and will nominate the Deputy s151 Officer as
to be the Director on the Company Board.

e) The Legal and Democratic Services Manager be requested to progress
the necessary legal work to facilitate the above and put in place the
appropriate controls, authorities and indemnities to support Officers
and Members in the governance roles.

f) Taunton Deane Borough Council agrees to offer a guarantee to
Somerset Pension Fund to the level of deficit relating to our ex-
employees (estimated at £148,901).

Contact Officers Shirlene Adam
01823 356310
Email: s.adam@tauntondeane.gov.uk

Maggie Hammond
01823 358698
Email: m.hammond@tauntondeane.gov.uk
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SOUTH WEST AUDIT PARTNERSHIP
APPROVAL OF CHANGE IN GOVERNANCE ARRANGEMENTS

APPENDIX A

SWAP Governance Arrangements

Purpose of report
To request [the council] to become a member of the South West Audit Partnership Ltd. (SWAP Ltd.)

and to dissolve the current South West Audit Partnership Joint Committee (SWAP).

Recommendations
That the council:

1. Approves the formation of a company limited by guarantee, to replace the existing SWAP
Joint Committee.

2. Elects to be a Member! of the SWAP Ltd. from 1 April, 2013, on the terms and basis set out
in the articles of association, deed and service agreement.

3. Agrees to the dissolving of the SWAP Joint Committee at a date to be determined, but not
later than 30™ June, 2013.

4. Note the separation of responsibilities and the membership profiles of the Members’ Board
and the Board of Directors

5. Notes that the fees for the provision of internal audit services by SWAP Ltd., for the financial
year 2013/14, will not increase on the fees paid to SWAP by the council for 2012/13.

Background

The current governance arrangements, introduced on the formation of the partnership in 2005, are
based on Section 101 of the Local Government Act, 1972. Under this model each partner is bound
by a legal agreement between it, the other partners and the Host which is South Somerset District
Council.

The Joint Committee model was designed and intended for relatively small partnerships, where a
single or limited service could best be delivered by two or three local authorities combining their
resources. Within such limitations the model works well and is relatively simple to direct and
manage. In 2005 there were only two partners and, at the time, it was only envisaged that two
other councils would join. Since 2005, however, the partnership has gradually expanded to the

! In the context of a company, a ‘Member’ is a local authority. Therefore to avoid confusion, for the purposes
of this report, the use of the word ‘Member’ (with a capital ‘M’)will refer to a council, whereas a council
member will be referred to as ‘Councillor’.

Page 1
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SOUTH WEST AUDIT PARTNERSHIP
APPROVAL OF CHANGE IN GOVERNANCE ARRANGEMENTS

current twelve members. The increased membership has benefited all partners with greater
economies of scale, a wider expertise base and quality and productivity improvements that would
not have been possible with a smaller partnership.

The Partnership Board have explored a number of ways in which the current model might be
adapted to meet the current and future needs of the partnership. Whilst some progress was made,
there remained some fundamental issues that could not be resolved via the current governance
model or issues where we were unable to definitively provide a resolution. The principle areas that
needed addressing can be summarised as:

e Partnership Board voting arrangements. Under the current rules, each partner must be
physically present at Board meetings in order for the budget to be set and the accounts to
be approved. This involves two meetings a year and if one Councillor fails to turn up then
either the budget cannot be approved or the accounts cannot be approved, depending on
which meeting it is. With twelve partners the potential for the Board not being quorate is
significant. There is no provision for alternate voting arrangements, for example proxy
voting, email voting, tele-voting etc.

e Financial Control. Whilst the Partnership has overall control of finances, in so far as it
decides the annual budget and approves the accounts, the financial operations of the
Partnership are conducted under the rules of the Host, South Somerset District Council. This
has caused some operational issues for SWAP and | would anticipate further issues arising in
the future. It may be possible for the Host to grant total control to the Partnership, which
would provide a resolution, but it could rescind that at any time. In fairness to the Host,
because under the current governance arrangements the Partnership’s accounts are
ultimately their responsibility, it is not unreasonable that their rules should apply.

e Staff Pay, Terms and Conditions. These remain almost entirely with the Host, particularly
with regard to pay, and whilst we may be able to have a number of variations, tailored to
SWAP’s needs, we cannot be granted complete control in this area. With SWAP costs being
95% salary based, whilst the Partnership Board can set the budget, it can do nothing with
regard to pay. SWAP is intrinsically linked with the Host’s pay scheme, removing control
from the Partnership of the vast majority of the budget.

There are a number of other, operational, issues of a minor nature that can be resolved by moving
to a limited company model.

The Proposed Governance Model

Having considered a range of alternate possible corporate structures, the conclusion of the
Partnership Board is that the most appropriate governance model for SWAP is a company limited
by guarantee.

Page 2
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SOUTH WEST AUDIT PARTNERSHIP
APPROVAL OF CHANGE IN GOVERNANCE ARRANGEMENTS

To assist the Partnership Board in ensuring that the future company limited by guarantee has a
sustainable structure, taking on board all partners views, a workshop for councillors from all SWAP
partners was held on 10" October, 2012.

More than sixty people attended the workshop, representing all the partners, plus representatives
from Browne Jacobson (SWAP legal advisors) and Local Partnerships (project advisors) who
facilitated the event. The main purpose of the workshop was to gain Councillors’ views on what sort
of governance arrangements should be employed for the new company.

The main areas of discussion were:
e The different roles of the Members’ Group and the Board of Directors.
e The decision making functions of the Members’ Group and the Board of Directors.
e Who should be appointed to the Board.

e Voting rights and voting options, including quorum levels for both the Members’ Group and
the Board.

e Roles and responsibilities of SWAP management.

e Frequency of meetings for both the Members’ Group and the Board.

e Substitute representation options for both the Members’ Group and the Board.
e Conflict resolution.

e The strategic future of the partnership.

Governance Arrangements
The conclusion of the Councillors’ workshop, subsequently endorsed by the Partnership Board, was
that the following governance structure should be adopted:

Appointees to the Members’ Board will be Councillors representing their respective authorities.
Appointees to the Board of Directors can be anyone each individual authority chooses, either officer
or Councillor.

The Members’ Board

This is, in effect, the equivalent of the current Partnership Board. Each partner would nominate a
Councillor to represent them on this Board. It is the supreme authority of the company and would
make all decisions relating to strategy, policy, appointment and dismissal of senior management and
the admission of new partners.

Page 3
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SOUTH WEST AUDIT PARTNERSHIP

APPROVAL OF CHANGE IN GOVERNANCE ARRANGEMENTS

The Board of Directors

The Board oversees the implementation of the strategy and policy, as well as ensuring the

operational activities of the partnership are achieving the objectives set by the Members’ Board.

The Board will be much more ‘hands on’, functioning very much like the current Management Board.

Most Board members, in order to be effective, will need a good working understanding of internal

audit and risk management. Provision has been made in the articles for other directors to be

appointed, including some SWAP management.

The Partnership Board endorsed the following membership arrangements for the board of directors:

e Two Councillors who would normally be the Chairman and Vice Chairmen of the Members’

Board.

e Twelve officers representing each of the current partners.

e A maximum of three executive officers from SWAP, with at least the Chief Executive being

included.

Respective Roles of the two Boards

Summarised below is an abbreviated list of the responsibilities and powers of the two governing

bodies of the new company.

Members’ Board

Board of Directors

° Admission of new partners

. Approval of the Annual Business
Plan

. Any changes to the approved

Annual Business Plan

° Setting of the annual budget

. Approval of annual accounts

. Extending or reducing the scope of
operations

. Appointment or removal of

Directors, in accordance with the Articles
and the legal agreement

° Setting and approving the form and
content of the financial regulations

. Appoint or remove the Chief
Executive or any member of the
management team

e Agrees the preliminary budget, for
submission to the Member’s Board for
approval

e Approves all changes to the budget, except
in relation to any proposals which would
lead to an increase in Member
contributions

e Reviews and approves the annual
statement of accounts, prior to submission
to the Members’ Board

e On-going Budget monitoring

e Agrees combined audit plan and ensures
equity of resource distribution amongst
the Members

e Agrees any changes to audit plans that
impact on the partnership

e Approves and reviews annual themed
audits to ensure best practice is shared
with relevant service heads at each

Page 4
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SOUTH WEST AUDIT PARTNERSHIP
APPROVAL OF CHANGE IN GOVERNANCE ARRANGEMENTS

Change the name of the Company
or its registered office

Change the bankers of the Company
or open or close any bank accounts

License, assign or otherwise dispose
of intellectual property rights owned by
the Company

Approves and reviews the annual
risk register

Member

Monitors overall performance against the
combined audit plan

Reviews and monitors the risk register to
ensure risks are managed in accordance
with the requirements of the Members’
Board

Approves and monitors terms and
conditions of staff

Financial Implications
None. Annual contributions to SWAP will not increase from 2012/13 and no other charges will fall
on the Council as a result of the changed governance arrangements.

Page 5
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DATED 2013 APPENDIX B

DORSET COUNTY COUNCIL (1)
and

EAST DEVON DISTRICT COUNCIL 2
and

FOREST OF DEANE DISTRICT COUNCIL 3)
and

MENDIP DISTRICT COUNCIL 4
and

SEDGEMOOR DISTRICT COUNCIL (5)
and

SOMERSET COUNTY COUNCIL (6)
and

SOUTH SOMERSET DISTRICT COUNCIL ©)
and

TAUNTON DEANE BOROUGH COUNCIL (8)
and

WEST DORSET DISTRICT COUNCIL 9
and

WEST SOMERSET COUNCIL (10)
and

WEYMOUTH AND PORTLAND BOROUGH COUNCIL (11)
and

WILTSHIRE COUNCIL (12)
and

SOUTH WEST AUDIT PARTNERSHIP LIMITED (13)

MEMBERS AGREEMENT FOR
SOUTH WEST AUDIT PARTNERSHIP LIMITED

brownejacobson

DRAFT 2 19/11/2012
BROWNE JACOBSON LLP
Mowbray House

Castle Meadow Road

L7005712002
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THIS MEMBERS DEED OF AGREEMENT is made on 2013

BETWEEN

(1)

(2)

3)

(4)

()

(6)

(7)

(8)

€)

(10)

(11)

(12)

(13)

BACKGROUND

(A)

DORSET COUNTY COUNCIL of County Hall, Colliton Park, Dorchester, DT1
1XJ (“DCC™)

EAST DEVON DISTRICT COUNCIL of Council Offices, Knowle, Sidmouth,
Devon, EX10 8HL (“EDDC”)

FOREST OF DEAN DISTRICT COUNCIL of Council Offices, High Street,
Coleford, Gloucestershire, GL16 8HG (“FDDC”)

MENDIP DISTRICT COUNCIL of Cannards Grave Road, Shepton Mallet,
Somerset, BA4 5BT (“MDC”)

SEDGEMOOR DISTRICT COUNCIL of Bridgewater House, King Square,
Bridgewater, Somerset, TA6 3AR (“SDC”)

SOMERSET COUNTY COUNCIL of County Hall, Taunton, Somerset, TA1 4DY
(““scc”)

SOUTH SOMERSET DISTRICT COUNCIL of PO Box 25 The Council Offices
Brympton Way Yeovil Somerset BA20 2DS (“SSDC”)

TAUNTON DEANE BOROUGH COUNCIL of The Deane House Belvedere Road
Taunton Somerset TA1 1HE (“TDBC”)

WEST DORSET DISTRICT COUNCIL of Stratton House, 58-60 High West
Street, Dorchester, Dorset, DT1 1UZ (*“WDDC”)

WEYMOUTH AND PORTLAND BOROUGH COUNCIL of Council Offices, North
Quay, Weymouth, Dorset, DT4 8TA (“WPBC™)

WEST SOMERSET COUNCIL of West Somerset House, Killick Way, Williton,
Taunton TA4 4QA (“WSC™)

WILTSHIRE COUNCIL of County Hall, Bythesea Road, Trowbridge, Wiltshire,
BA14 8JN (“WC”)

(together the “Members’); and

SOUTH WEST AUDIT PARTNERSHIP LIMITED (registered number 8215338)
whose registered office is at PO Box 25, 1 Council Offices, Brympton Way,
Yeovil, Somerset, BA20 2DS (the “Company™).

The Company was incorporated in England and Wales as a private company limited
by guarantee on 14 September 2012 under the Companies Act 2006.
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(B)

©

(D)

(E)

(i)

(if)

(iif)

(iv)

The Members have set up the Company as an in-house Local Authority Controlled
company to assist them in the provision of a shared internal audit, counter fraud
and governance related service (as more particularly described in clause 3
(Business of the Company)).

The Members wish to participate as Members in the Company and have agreed to
enter into this Deed for the purpose of regulating their relationship with each
other and certain aspects of the affairs of, and their dealings with, the Company.

The Company has agreed with the Members that it will comply with the terms and
conditions of this Deed insofar as they relate to the Company.

Certain management decisions are reserved to the Members and these are set out
in the Schedules to this Deed. The Company is considered by the Members to be
an in-house company to each and every one of them for the reasons that, inter
alia:

the Company is required by the Members to carry out the tasks as set out in the
Services Agreements and is limited to the business and objectives as set by the
Members from time to time;

the Company is considered to be, and acts as internal, dependent and subordinate
to the Members, and its primary relationships with them are governed by way of
this constitutional document rather than by way of contract;

the Company’s revenue derives from financial allocations set and controlled by
each Member as referred to in clause 7 of this Deed:;

the Company has been established to operate as an instrument and a technical
service of the Members and the essential part of its revenue-deriving activities are
carried out with the Members.

OPERATIVE CLAUSES

1. DEFINITIONS AND INTERPRETATION
In this Deed:

1.1 the following expressions have the following meanings unless inconsistent with the
context:

“Act” the Companies Act 2006

“Annual Business Plan” a business plan in a form to be approved by the

Members pursuant to clause 8 and setting out
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“Applicable Requirement™

“Articles”

the implementation, over a particular Financial
Year, of the strategic objectives of the
Company in relation to the Business, to include
budgets, expenses (including any administrative
expenses) and projected financial results for
such  Financial Year and the first Annual
Business Plan is attached to this Deed as part of
Appendix A

any statute, statutory provision, statutory
instrument, subordinate legislation, regulation,
standard, bye-law, law, direction, notice,
proclamation, order, resolution, rule of court,
directive, mandatory code of practice or
conduct, guidance or other instrument of
requirement, in all cases having the force of law
within any national or local jurisdiction issued,
declared, passed or given effect to in any
manner by HM Parliament, the legislation
making institutions of the European Union, any
court or other judicial forum, any Commission
of  Inquiry, local authority, statutory
undertaking or relevant authority or any other
person or body having such power and any
voluntary code of practice or conduct or other
requirement which so relates and which the
relevant party has elected to comply with in
respect of its business generally (to the extent
applicable) (including any rules or codes of
conduct or best practice statements) or any
other requirements relating to this Deed or
otherwise in connection with any of the
activities to be undertaken by the Company or
any Member in connection with this Deed in all
cases in force from time to time

the articles of association of the Company in the
form set out in Appendix B to be adopted with
effect from Completion and references to an
Article shall mean a specific article in the
Articles
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“Board”

“Budget”

“Business”

“Business Transfer Agreement”

““Business Day”’

“Chief Executive”’

“Completion”

“Confidential Information”

“Director”

“Encumbrance”

the Directors of the Company, or such of those
Directors present at a duly convened meeting of
the Directors at which a quorum is present in
accordance with the Articles

as defined in clause 7.2

the business of the Company as described in
clause 3 and/or such other business as the
Members may unanimously agree from time to
time in writing should be carried on by the
Company

the agreement entered into by SSDC (1) and the
Company (2) at Completion for the transfer of
the Existing Business from SSDC (as Host Council
for the Joint Committee)

any day (other than a Saturday or Sunday or a
bank or public holiday in England and Wales)

such person who is appointed Chief Executive of
the Company pursuant to clause 6.1 of this
Deed

the performance by the parties of their
respective obligations under clause 4

any financial or other information in whatever
form in respect of the Company or the Business
or the Members (in the case of the Company) or
any other Member (in the case of a Member) or
any matter subject to or in connection with this
Deed

any duly appointed director of the Company
from time to time

any mortgage, charge, pledge, lien, assignment
by way of security, option, refusal, other
preferential arrangement, third party right or
interest, security interest of any kind or other
arrangement having similar effect
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“Existing Business™

“Financial Regulations™

“Financial Year”

“FOIA”

“Funding”

“Information”

“Initial Funding”

“Joint Committee”

“Member Default™

“Request for Information”

“Services”

“Services Agreement”

the existing activity carried on by the Joint
Committee up to the date of Completion

the framework of financial controls and standards
necessary to achieve the proper administration of
the Company's financial affairs as may be
approved by the Members from time to time.

means the year commencing 1 April and expiring
on the subsequent 31 March

the Freedom of Information Act 2000 and any
guidance and codes of practice issued
thereunder from time to time by the
Information Commissioner

as defined in clause 7.1

has the meaning given under section 84 of the
FOIA

[GC to update on position re reserves];

means the Joint Committee of which the
Members are members and which is established
in accordance with the provisions of the South
West Partnership Agreement dated [ ] (as
amended from time to time)

any of the matters listed in clause 16.1

shall have the meaning set out in FOIA or any
apparent request for information under the
FOIA or the Environmental Information
Regulations 2004

the Services provided by the Company to each
of the Members pursuant to the Services
Agreements (or otherwise)

the agreement between each of the Members
and the Company from time to time whereby
the Company agrees to provide services to the
Members either collectively or separately
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“Reserved Matter” any of the individual management decisions

reserved to the Members and requiring
unanimous consent as listed in Schedule 2

“Subsidiary” has the meaning given to it by section 1159 of
the Act
““Special Reserved Matter” any of the individual management decisions

1.2

1.3

1.4

1.5

1.6

1.7

reserved to the Members and requiring
unanimous consent as listed in Schedule 1

references to any statute or statutory provisions will, unless the context otherwise
requires, be construed as including references to any earlier statute or the
corresponding provisions of any earlier statute, whether repealed or not, directly
or indirectly amended, consolidated, extended or replaced by such statute or
provisions, or re-enacted in such statute or provisions, and to any subsequent
statute or the corresponding provisions of any subsequent statute in force at any
time prior to the date of this Deed directly or indirectly amending, consolidating,
extending, replacing or re-enacting the same, and will include any orders,
regulations, instruments or other subordinate legislation made under the relevant
statute or statutory provisions which are in force prior to the date of this Deed;

references to a person or to a third party will be construed so as to include bodies
corporate, individuals, unincorporated associations and partnerships;

references to clauses and the Schedules are to clauses of and the Schedules to this
Deed;

the Schedules form part of this Deed and will have the same force and effect as if
expressly set out in the body of this Deed;

the headings to the clauses of this Deed and to the paragraphs of the Schedules
will not affect its construction;

any phrase in this Deed introduced by the term “include”, “including”, “in
particular” or any similar expressions will be construed as illustrative and will not
limit the sense of the words preceding that term.

CONSIDERATION

In consideration of the mutual agreements and undertakings set out in this Deed
the parties have granted the rights and accepted the obligations in this Deed.
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4.1

4.2

Name

4.3

BUSINESS OF THE COMPANY

The business of the Company is to be the operation of a shared internal audit,
counter fraud and governance related service and such other matters as may be
agreed between the Members unanimously.

COMPLETION

Completion shall take place immediately after the execution of this Deed when
the parties shall take, or procure to be taken at Board and Members’ meetings of
the Company the following steps, to the extent not already taken:

Execution and completion of the Business Transfer Agreement;

the appointment or designation of the following persons as Directors as
appropriate:

Appointment or designation

Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director
Director

[More]

Execute and complete the Services Agreements;
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4.4

4.5

5.1

5.2

the adoption of new Articles of the Company in the form set out in Appendix B.

a resolution will be passed of each member agreeing to dissolve the Joint
Committee and each member shall provide evidence of appropriate consent or
approval for them becoming a member of the Company.

CONDUCT OF THE COMPANY’S AFFAIRS

Each Member covenants with the other Member that so long as this Deed remains
in force and effect it will:

5.1.1

5.1.2

5.1.3

5.1.4

5.1.5

be just and true to the other Member and act in good faith;

as soon as practicable notify the Company of any matters of which it
becomes aware which may affect the Company or the Business;

generally do all things necessary to give effect to the terms of this
Deed;

take all steps available to it to ensure that any meeting of the Board or
any committee of the Board or any general meeting has the necessary
quorum throughout; and

take all reasonable steps to ensure that the Company complies with its
contractual obligations in relation to the Business.

Subject to clause 11 the Chief Executive and Board shall be responsible for the
day to day management of the Company in accordance with the Annual Business
Plan (but not otherwise) and without prejudice to the generality of the foregoing
shall procure that:

5.2.1

5.2.2

5.2.3

save in respect of the Services Agreements which will be on such terms
as the Members shall decide the Company shall transact all its business
on arm’s length terms;

the Company shall maintain, with a well-established and reputable
insurer, adequate insurance against all risks usually insured against by
companies carrying on the same or a similar business and (without
prejudice to the generality of the foregoing) for the full replacement or
reinstatement value of all its assets of an insurable nature;

the Company shall keep proper books of account and therein make true
and complete entries of all its dealings and transactions of and in
relation to the Business;
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5.3

5.4

5.5

6.1

5.2.4 the Company shall provide each Member at quarterly Board meetings
with unaudited management accounts for the preceding financial
quarter in a form reasonably acceptable to the Members together with a
budget and cashflow forecast for the remaining period of that Financial
Year;

5.2.5 the Company shall prepare its accounts in accordance with the Act and
in accordance with historical cost convention and with all applicable
accounting standards and principles and practices generally acceptable
in the United Kingdom; and

5.2.6 the Company shall prepare such accounts in respect of each accounting
reference period as are required by statute and procure that such
accounts are audited as soon as practicable and in any event not later
than 4 months after the end of the relevant accounting reference
period.

Where any Director is appointed by a Member pursuant to Article 9.1 each and
every Member shall be deemed to have consented to the Chief Executive (being
independent of the members) to approve any personal conflicts of interest which
arise solely as a result of that director’s connection with the Member appointing
him.

The parties acknowledge that the Company is required by the Members to enter
into the Services Agreements which set out each Member’s requirements for the
delivery of services, furthermore the Company acknowledges that each Member’s
requirements set out in the relevant Services Agreement may change from time to
time and the Company will agree (and each Member will procure that it so agrees)
such changes to the Services Agreements as it considers in its absolute discretion
are reasonably required by each Member.

If at any time the Company fails to satisfy the tests required for it to be an in-
house company for the purposes of the exemption originally set out in Case C-
107/98 Teckal Srl v Comune di Viano (the “Exemption’”) then the Members shall
promptly consider in good faith any amendments or changes which can be made to
the Company or its constitution so that it is regarded as an in-house company for
the purposes of the Exemption or to decide that they are satisfied that the
Company should proceed outside of the Exemption.

CHIEF EXECUTIVE

The Members may appoint a Chief Executive on such terms as they may think fit,
the Chief Executive being Gerald Cox.
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6.2

6.3

7.1

7.2

The Chief Executive will:

6.2.1 be responsible for the day to day management of the Business of the
Company within the terms of the Annual Business Plan approved and
adopted by the Members;

6.2.2 perform such other duties as may be delegated to the Chief Executive
from time to time by the Board,;

6.2.3 report to the Board and the Members with such frequency and in such
manner as may be required by the Board and the Members respectively;

6.2.4 be responsible for all matters relating to Health and Safety and
safeguarding legislation compliance; and

6.2.5 comply with the provisions of clause 11 and all decisions and directions
of the Board.

6.2.6 The Chief Executive will be authorised to sign Company cheques and
authorise other payments by the Company in such manner as may be
prescribed from time to time in the Financial Regulations.

The Chief Executive will be registered as an Executive Director (as defined in the
Articles).

FUNDING

The Members acknowledge that the funding being made available to the Company
pursuant to this clause 7 (the “Funding’) is only that funding which is necessary
to fund the delivery of the Services to the Members it is not designed to overly
compensate the Company and where the Company makes any substantive profit in
any Financial Year it shall be applied in accordance with the provisions of the
Business Plan as provided for in clause 8.1 or, as the Members may by resolution
agree to reduce the annual amount payable by Members pursuant to clause 7.4 in
subsequent Financial Years.

For each Financial Year the Chief Executive shall prepare a revenue budget for
approval by both the Board and by the Members (the “Budget”). The Budget shall
be submitted to the Annual General Meeting of the Members for approval and shall
be approved by the Members before it becomes effective. The Company shall not
incur expenditure in excess of the amounts approved in the Budget without the
consent of all Members. All expenditure, other costs and liabilities incurred by the
Company in a Financial Year that are not covered by the Funding, fees and
charges and other income received by the Company in delivering the Services shall
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7.3

7.4

7.5

be shared by the Members pro rata to the amounts of the Funding for that
Financial Year payable by them pursuant to clause 7.5 and 7.6.

The delivery of Services to the Members and the provision of the Services to any
other clients shall be on the basis of the Services Agreements entered into
between the Company and the Members and/or any other client. The Service
Agreements relating to the provision of the functions to each of the Members are
annexed to this Deed. Save as provided therein the Services to be provided there
under can be varied at the request of any of the Members subject to the approval
of the Board. Any variation to the amounts to be paid under any Service
Agreement also require the approval of the Board and the Members.

Each Member shall pay the Company by quarterly instalments in advance by the 1°*
April, 1°* July, 1° October and 1°* January in each Financial Year that part of the
Funding set out in clause 7.5 and 7.6 below such instalments to be paid within 14
days of receipt of an account for the same.

For the period from the 1st April 2013 until 31st March 2014:

7.5.1 DCC shall pay to the Company the sum of [E###] (the “DCC annual sum™)
on the date hereof;

7.5.2 EDDC shall pay to the Company the sum of [£###] (the “FDDC annual
sum’) on the date hereof;

7.5.3 FDDC shall pay to the Company the sum of [E###] (the “FDDC annual
sum’) on the date hereof;

7.5.4 MDC shall pay to the Company the sum of [E###] (the “MDC annual
sum’) on the date hereof;

7.5.5 SDC shall pay to the Company the sum of [E###] (the “SDC annual sum™)
on the date hereof;

7.5.6 SCC shall pay to the Company the sum of [£E###] (the “SCC annual sum™)
on the date hereof;

7.5.7 SSDC shall pay the sum of [E###] (the “SSDC annual sum™) on the date
hereof;

7.5.8 TDBC shall pay to the Company the sum of [E###] (the “TDBC annual
sum’) on the date hereof;

7.5.9 WDDC shall pay to the Company the sum [E###] (the “WDDC annual
sum™) on the date hereof;
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7.6

7.7

7.8

8.1

8.2

8.3

7.5.10  WSDC shall pay to the Company [£###] (the “WSDC annual sum”) on the
date hereof;

7.5.11  WPBC shall pay to the Company [£###] (the "WPBC annual sum’) on the
date hereof;

7.5.12  WC shall pay to the Company [E###] (the "[] annual sum’) on the date
hereof;

7.5.13 [] shall pay to the Company [E£###] (the "[] annual sum”) with the first
instalment of [E£###] in respect of the [] annual sum being made on the
date hereof.

For the Financial Year commencing on 1°* April 2013 and each subsequent
Financial Year thereafter the DCC annual sum, the EDDC annual sum, the FDDC
annual sum, the MDC annual sum, the SDC annual sum, the SCC annual sum, the
SSDC annual sum, the TDBC annual sum, the WDDC annual sum, the WSDC annual
sum, the WPBC annual sum and the WC annual sum may (if the Company, in the
opinion of the Board, is unable to absorb any increased costs within its budgets)
be increased by such a percentage as represents the percentage of any increase in
the salary costs for any of the staff employed in the discharge of the functions and
salary costs shall include any increments paid, annual pay awards, increase in
National Insurance contributions and any increased contribution that the Company
has to or reasonable decides in its best interests to make to the Somerset County
Council Pension Fund.

[Initial Funding]

Each Member’s obligations to provide agreed funding are owed to the Company
and each other Member on a several basis.

ANNUAL BUSINESS PLAN

The current Annual Business Plan as agreed between the Members and the
Company is attached at Appendix A of this Deed.

For each Financial Year after 1% April [ ] to 31 March [ 1,
the Board will (not less than 21 days (unless otherwise agreed by the Members)
prior to the beginning of such Financial Year) cause to be prepared and delivered
to the Members a draft Annual Business Plan for such Financial Year and will
obtain the Members’ unanimous approval of the same.

The Board only has power to act within the parameters set by the Annual Business
Plan and must exercise any discretion given to it to meet objectives laid down for
it in the Annual Business Plan unless the Members unanimously agree otherwise.
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9.1

9.2

9.3

9.4

9.5

10.

10.1

ORGANISATION OF THE BOARD

Members shall have a right to appoint and remove Directors in accordance with
Article 9.

It is intended that any Director appointed by a Member in accordance with Article
9.1 shall be an officer of that Member, but such intention shall not be binding on
the Members who shall have absolute discretion in determining the identity of
such appointee.

If any Member ceases to be a Member then that Member shall:

9.3.1 be deemed to have served notice to remove from office any Directors
appointed by it and shall not be entitled to appoint any persons as
Directors in their place; and

9.3.2 (if applicable) procure that any Director appointed by it shall resign as
an employee of the Company.

Upon such removal or resignation from the office of Director or termination of
employment the said Member will use its best endeavours to procure that any such
Director shall deliver to the Company a letter signed as a deed and/or the
required statutory form of compromise agreement (at the Company’s option)
acknowledging that he or she has no claim outstanding for compensation for
wrongful dismissal or unfair dismissal or entitlement to any payment for
redundancy or in respect of any other moneys or benefits due to him or her from
the Company arising out of his or her employment and/or its termination. In any
event, the said Member shall be responsible for and shall indemnify the other
Members and the Company against any claim (save for unpaid salary and benefits)
by such Director for unfair or wrongful dismissal or any other claim whatsoever
arising out of such Director’s removal from office as a Director and/or the
termination of his or her employment.

Any Member exercising its right under Article 9.1 to remove a Director shall be
responsible for and shall indemnify the other Members and the Company against
any claim (save for unpaid salary and benefits due up to the date of their removal)
by such Director for unfair or wrongful dismissal or any other claim whatsoever
arising out of such removal from office as a Director and/or the termination of his
or her employment.

MEETINGS

All Board meetings shall be held at a venue reasonably convenient for all the
Directors.
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10.2

10.3

10.4

11.

11.1

11.2

11.3

A Board meeting will be held every 3 months unless determined otherwise by the
Board.

The Company shall ensure that:

10.3.1 Members are sent papers for all general meetings of the Company
(including but not limited to an agenda and details of any specific
resolutions to be put to the meeting) no less than 28 days before the
date of such meeting; and

10.3.2  Directors are sent papers for Board meetings (including but not limited
to an agenda and details of any specific resolutions to be put to the
meeting) not less than 28 days before the date of such meeting.

Board meetings shall be conducted in accordance with and subject to the
provision set out in the Articles.

MATTERS REQUIRING UNANIMOUS AND SPECIAL APPROVAL

Notwithstanding any other provisions of this Deed or the Articles, any matter of
the Company or the Business which exclusively affects any single Member’s ability
to attain or fulfil its public-interest objectives in full at all times shall require the
consent in writing of such Member.

Unless:

11.2.1  the Members have been given an opportunity to discuss such matter at a
general meeting (being either the annual general meeting of the
company or any general meeting called specifically for the purpose of
discussing such matter); and

11.2.2  all the Members have agreed to such matter (whether at the general
meeting or otherwise in writing (including by email));

the Company will not, and the Members shall exercise their powers in relation to
the Company to procure that (save as otherwise provided or contemplated in this
Deed) the Company will not undertake those matters set out in Schedule 1
(“Special Reserved Matters”). For the avoidance of doubt it shall not be
necessary for each Member to attend such general meeting for such matter to be
approved, provided such meeting is quorate and that each Member not in
attendance confirms their approval in writing (including by email).

Unless otherwise agreed by 8 f the Members in a general meeting or in writing
(including by email) (unless otherwise required by statute), the Company will not,
and the Members shall exercise their powers in relation to the Company to
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11.4

12.

12.1

12.2

procure that (save as otherwise provided or contemplated in this Deed) the
Company will not undertake those matters set out in Schedule 2 (““Reserved
Matter”).

Notwithstanding the provisions of clause 11.2 no new member shall be admitted
to the Company without such member entering into a deed of adherence in such
form as the Members may reasonably require whereby such new member agrees to
be bound by the terms of this Deed.

DEADLOCK
Meaning of Deadlock
For the purposes of this clause 12 there shall be a Deadlock if:

12.1.1  a matter constituting a Special Reserved Matter or a Reserved Matter
has been considered by the Members; and

12.1.2  no resolution has been carried by the Members in relation to the matter
because of a failure in the case of a Special Reserved Matter any
Member to consent to such resolution or in the case of a Reserved
Matter the requisite number of Members consent to such resolution; and

12.1.3  the matter is not resolved within 10 Business Days from the date of the
relevant Members meeting or the date of referral to the Members for
consent (as appropriate).

Members’ obligations

In any case of Deadlock each of the Members shall (at the request of any Member)
within 15 Business Days of Deadlock having arisen or become apparent, cause its
appointees on the Board to prepare and circulate to the Members and the other
Directors a memorandum or other form of statement setting out its position on the
matter in respect of which the Deadlock has arisen and its reasons for adopting
that position, but on the basis that such memorandum or statement shall always
be prepared and delivered on a “without prejudice” basis. Each Member shall
then refer the Deadlock to the Chief Executives of each respective Member and
such persons shall use all reasonable efforts in the 20 Business Days following such
reference to resolve the Deadlock.
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12.3

12.4

12.5

12.6

12.7

Failure to resolve Deadlock

If a resolution of a Deadlock referred pursuant to clause 12.2 is not resolved or is
not agreed in accordance with that clause (or such longer period as the Members
may agree in writing) then:

12.3.1 if the Deadlock relates to a Reserved Matter than the status quo shall
prevail; and

12.3.2  if the Deadlock relates to a Special Reserved Matter then the provisions
of clauses 12.4 onwards shall apply.

In the circumstances referred to in clause 12.3.2 the Members will attempt to
settle it by mediation in accordance with the model mediation procedures (*“the
Procedures”) published by the Centre for Effective Dispute Resolution, CEDR Solve
(““the Service Provider”). To initiate a mediation, a Member must give notice in
writing (“the mediation notice”) to the other Members.

The Members will seek to agree the appointment of a mediator but, failing
agreement within 28 days of the service of the mediation notice, any Member may
ask the Service Provider to appoint a mediator.

In the event that there are no Procedures available and/or the Service Provider is
unable or unwilling to appoint a mediator, any Member may ask the President of
the Law Society of England & Wales (or its successor body) to appoint a mediator
and/or to recommend a mediation procedure which the Members shall adopt.

If the matter in dispute is not resolved within 40 Business Days of the service of
the mediation notice then any Member may (but shall not be obliged to) within 15
Business Days after expiry of such period serve notice in writing upon the other
Members and the Board that the Board shall, at the earliest practicable date:

12.7.1  convene an extraordinary general meeting of the Company to consider:
12.7.1.1 the matter from which the Deadlock arose;

12.7.1.2 any alternatives available to Members including the resignation
of one Member only in order to allow the others to continue as
the Members of the Company; and

12.7.2  in the event that at such extraordinary general meeting of the Company
all of the Members except one (the “Majority Members”) are in
agreement on the matter from which the Deadlock arose, they shall be
entitled to serve twelve months notice on the Member not in
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13.

13.1

13.2

13.3

14.

14.1

agreement, and on expiry of that notice that Member shall cease to be a
member of the Company.

TERMINATION OF THIS DEED
This Deed shall continue in full force and effect from the date hereof until:

13.1.1  all the Members or their successors in title agree in writing to its
termination and to the date on which such termination shall take effect;

13.1.2  there is only one Member of the Company; or

13.1.3  the Company goes into liquidation whether voluntary or compulsory
(other than for the purpose of an amalgamation or reconstruction
approved by all the Members); or

13.1.4  the Company is struck off the register under section 1000 or section
1001 of the Act.

Without prejudice to any accrued rights and liabilities of any of the Members, the
ongoing rights and liabilities of any Member pursuant to this Deed shall cease
automatically upon the cessation of its membership of the Company.

Termination of this Deed pursuant to this clause 13 shall be without prejudice to
any accrued rights and liabilities of any of the Members.

RECORDS, REPORTING CONFIDENTIALITY AND DISCLOSURE
Books and records
The Company shall:

14.1.1  at all times keep true, accurate and up to date books and records of all
the affairs of the Company;

14.1.2  subject to clause 14.3 at all reasonable times make available to the
Members and their duly authorised representatives full and complete
access (including copying facilities) to the books, records, accounts,
documents and premises of the Company; and

14.1.3  subject to clause 14.3 supply to each Member such information relating
to the Company as it may require and without prejudice to the foregoing
shall keep the Members fully and promptly informed as to all material
developments regarding the Company’s financial and business affairs
and promptly notify the Members of any significant event (including
without limitation any litigation or arbitration) the outcome of which
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14.2

14.3

14.1.4

will or is likely to affect the Company or its Business, finances, assets or
affairs;

keep and maintain for 6 years after the expiry or termination of this
Deed full and accurate records and accounts in respect of the operation
and management of this Deed, the Business and the Services
Agreements.

Reporting arrangements

14.2.1

14.2.2

Without prejudice to clause 14.1, the Board shall arrange for regular
reports on the activities of the Company to be submitted to the
Members for their consideration and decision as appropriate.

The Members shall ensure that the Directors are given reasonable notice
of all meetings held by the Members at which decisions affecting the
Business are proposed to be considered and that the Directors are
invited to such meetings and are provided with copies of all reports and
minutes in respect of the consideration of such matters.

Confidentiality

14.3.1

14.3.2

14.3.3

Subject to the following provisions, no party shall disclose any
Confidential Information (whether verbal, in writing or in electronic
form).

Such Confidential Information or any part thereof may only be disclosed
to or used by persons such as employees, sub-contractors and agents of
a party who need to know the same for the purposes of performing its
obligations under this agreement. Each party shall keep the Confidential
Information secret and confidential and shall procure that such persons
shall comply with substantially similar obligations of confidentiality as
set out in this Deed.

The restriction on disclosure shall not apply to Confidential Information
to the extent that it

14.3.3.1 is required to be disclosed by law (including under FOIA) or by
any governmental or other regulatory authority acting within
the scope of its powers;

14.3.3.2 relates to the outcome of any procurement process in
accordance with the European Procurement Rules or
government policy on the disclosure of information in
relation to contracts awarded by local authorities;
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14.4

14.3.4

14.3.5

14.3.3.3 is or becomes part of the public domain through no fault of
the receiving party;

14.3.3.4 is known to the receiving party prior to the disclosure by the
disclosing party without an obligation to keep such
Confidential Information confidential;

14.3.3.5 is subsequently furnished by the disclosing party to a third
party without restriction on disclosure or use;

14.3.3.6  is subsequently obtained by the receiving party from a third
party without breach of any obligation of confidentiality
owed to any third party or the disclosing party; or

14.3.3.7 is approved for public release by the disclosing party and the
disclosing party shall give prior written notification of such
disclosure to the other party where practicable.

No party shall use any Confidential Information disclosed to it by any
other party, its employees, agents or advisers for any purpose other
than for the purpose of this Deed.

Each party shall use a reasonable standard of care in dealing with the
other party’s Confidential Information so as to maintain confidentiality
and security of the Confidential Information.

Freedom of Information

14.4.1

14.4.2

Each party acknowledges that it and the other parties are subject to the
requirements of the FOIA and the Environmental Information Regulations
2004 and each party shall assist and cooperate with the others (at their
own expense) to enable the other parties to comply with these
Information disclosure obligations.

Where a party receives a Request for Information in relation to
Information which it is holding on behalf of another party, it shall:-

(a) transfer the Request for Information to the other party as soon
as practicable after receipt and in any event within five
Business Days of receiving a Request for Information;

(b) provide the other party with a copy of all Information in its
possession or power in the form that the other party requires
within five Business Days (or such other period as the other
party may specify) of a request from the other party; and
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14.5

14.6

14.4.3

14.4.4

14.4.5

14.4.6

(c) provide all necessary assistance as reasonably requested by
the other party to enable that party to respond to the Request
for Information within the time for compliance set out in
section 10 of the FOIA or regulation 5 of the Environmental
Information Regulations 2004.

Where a party receives a Request for Information which relates to
Confidential Information, it shall inform the other parties of the Request
for Information as soon as practicable after receipt and in any event
within five Business Days of receiving a Request for Information.

If any party determines that Information (including Confidential
Information) must be disclosed under the FOIA, it shall notify the other
parties of that decision at least five Business Days before disclosure.

Each party shall be responsible for determining at its absolute discretion
whether the Confidential Information and/or any other Information:-

(a) is exempt from disclosure under the FOIA or the
Environmental Information Regulations 2004;

(b) is to be disclosed in response to a Request for Information.

Each party acknowledges that any other party may, acting in accordance
with the Department for Constitutional Affairs’ Code of Practice on the
Discharge of Functions of Public Authorities under Part | of the FOIA, be
obliged under the FOIA or the Environmental Information Regulations
2004 to disclose Information:-

() without consulting with the other parties, or

(d) following consultation with the other parties and having taken
their views into account.

Notwithstanding the provisions of clause 14.3, but subject to clause 14.6 each
Director (whilst he or she holds that office) will be entitled to make full disclosure
to the Member appointing him or her of any information relating to the Company

that Member may reasonably require.

Audit and Access

The Company shall co-operate fully and in a timely manner with any request from
time to time of any auditor (whether internal or external) of any of the Members
to provide documents, or to procure the provision of documents, relating to the
Company, and to provide, or to procure the provision of, any oral or written
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14.7

15.

16.

16.1

16.2

16.3

explanation relating to the same. In particular, each Member and/or any auditors
shall be permitted access to any and all documentation in the possession, custody
or control of the Company (who shall procure that any person acting on its behalf
(including any sub-contractor) who has such documents and/or any information
shall also provide such access. For the avoidance of doubt, this right will include
the power to interview staff, sub-contractors, staff of sub-contractors take copies
of any and all documentation and have access to and take copies of any computer
data held by the Company.

Duration

The provisions of clauses 14.1.4, 14.3 and 14.4 shall survive any termination of
this Deed.

CONTROLLED COMPANY

The Members acknowledge that the Company will be a local authority controlled
company for the purposes of Part V of the Local Government and Housing Act 1989
and the Company shall comply with the publicity and proprietary rules set out
therein.

MEMBER DEFAULT

The following acts or omissions shall constitute a Member Default of the relevant
Member (the “Defaulting Member”):

16.1.1  failure to attend without good reason any general meetings on three
consecutive occasions (including an adjourned meeting);

16.1.2  failure on 3 consecutive occasions to ensure that at least one of the
Member’s appointed directors (or their alternate) attends a board
meeting and such failures occur without good reason, provided always
that notification is given to the Member concerned on each occasion
that none of its appointed directors attend a board meeting;

16.1.3  failure to provide its funding payable pursuant to clause 7 when due;

16.1.4  any unreasonable act which prevents or materially hinders or disrupts
the Company in providing the Services.

Where a Member has committed a Member Default, the Board shall convene a
meeting of Members at which such Defaulting Member shall be invited to explain
any reasons for such Member Default.

If the other Members accept such reasons, no further action will be taken.
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16.4

16.5

17.

18.

18.1

18.2

If the other Members do not accept such reasons they may elect to expel such
Defaulting Member whereupon such Defaulting Member’s membership shall
terminate.

The consequences of an expulsion are as follows:
16.5.1  the provision of clause 9.3 shall apply;
16.5.2  the provision of clauses 13.2 and 13.3 shall apply;

16.5.3  all rights of a Member to membership interests shall be deemed to have
been waived by such Member; and

16.5.4  the provision of clause 18 shall apply.
RESIGNATION OF MEMBERS

A Member may only resign its membership of the Company in accordance with the
Articles and by at least 12 months notice and subject to the remainder of
obligations in this Deed.

EXIT ARRANGEMENTS

The parties acknowledge that following:

18.1.1  the winding up of the Company;

18.1.2  the expiry of a notice served by the Majority Members on one Member in
accordance with clause 12.7; or

18.1.3  the mutual agreement to terminate the Deed pursuant to clause 13; or

18.1.4  at the expulsion of a Member following a Member Default pursuant to
clause 16; or

18.1.5 at the resignation of a Member pursuant to clause 17
(each being an “Exit Event™)

each Member ceasing to be a Member will need to make arrangements for the
provision of the Services then carried out by the Company for each Member
pursuant to their Services Agreement.

Following the occurrence of an Exit Event, each party will fully cooperate with

one another and will take all reasonable steps so as to facilitate:
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18.3

18.4

18.2.1  the orderly transfer of responsibilities for the Services to a successor
body or bodies as reasonable directed by each Member so as to ensure,
as far as reasonably practicable, the uninterrupted availability of the

Services;

18.2.2  the identification of staff responsible for the provision of Services to

each Member (the “Transferring Staff”);

18.2.3  the accurate and timely provision of all information required by the
Transfer of Undertakings Protection Employment Regulations 2006 for all

of the Transferring Staff;

18.2.4  the transfer of Transferring Staff to a successor body or bodies;

18.2.5 the transfer of the assets, property and any data of the Company to a

successor body or bodies; and
18.2.6  the winding up of the Company where this is necessary.

Where an Exit Event results in a Member ceasing to be a Member (the “Exiting
Member”) where following such cessation there remains at least five Members of
the Company, the Exiting Member agrees to pay to the Company, as soon as
reasonably practicable following such Exit Event, an amount equal to all costs,
expenses, claims, liabilities and losses which the Board, acting reasonably, may
determine arise as a result of such cessation (including, but not limited to and
costs associated with the transfer of the Transferring Staff, pension liabilities and
costs of redundancies arising as a result of such cessation).

Where an Exit Event results in a Member ceasing to be a Member (the “Exiting
Member”) where as a result of such cessation there would be less than five
Members of the Company, the provisions of clause 18.3 shall apply, save that such
Member may (but shall not be obliged to) within 15 Business Days of such
cessation serve notice in writing upon the other Members and the Board that the
Board shall, at the earliest practicable date convene an extraordinary general
meeting of the Company to consider any alternatives available to Members
including the winding up or other restructuring of the Company (and the Board
shall act reasonably in considering such alternatives). In the event that such
meeting does not unanimously resolve otherwise, the provisions of clause 18.3
shall apply.
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19.

19.1

19.2

19.3

20.

21.

22.

23.

PROPRIETARY/PUBLICITY REQUIREMENTS AND ANNOUNCEMENTS

The Company will comply, and the Members agree to procure that the Company
complies, with all Applicable Requirements including those relating to proprietary
and publicity requirements.

All announcements, advertisements, circulars or other publications concerning or
relating to the subject matter of this Deed or the Company shall be co-ordinated
save as expressly stated and/or made by the Company (save as required by law)
unless otherwise agreed by the Members or as expressly stated otherwise in this
Deed.

The parties consider that the Company is a contracting authority for the purposes
of the Public Contracts Regulations 2006 however, should it be held that it is not,
the Company will and the Members shall use reasonable endeavours to procure,
that the Company will act in accordance with those regulations as if it were a
contracting authority.

NO PARTNERSHIP OR AGENCY

Nothing in this Deed shall constitute a partnership between the parties hereto or
constitute one the agent of another and none of the parties shall do or suffer
anything to be done whereby it shall or may be represented that it is the partner
or agent of a party hereto (save as aforesaid) unless such party is appointed
partner or agent of that other party with the consent in writing of that party.

WAIVER

The waiver by any party of any default by any other party in the performance of
any obligation of such other party under this Deed shall not affect such party’s
rights in respect of any other default nor any subsequent default of the same or of
a different kind nor shall any delay or omission of any party to exercise any right
arising from any default, affect or prejudice that party’s rights as to the same or
any future default.

VARIATION

Any variation of any term of this Deed shall be in writing duly signed by the
Members and the Company.

CONFLICT WITH ARTICLES

Where the provisions of the Articles conflict with the provisions of this Deed, the
Members agree that the provisions of this Deed shall prevail, to the intent that
they shall if necessary in any case procure the amendment of the Articles to the
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24.

24.1

24.2

24.3

24.4

24.5

extent required to enable the Company and its affairs to be administered as
provided herein.

NOTICES
Subject to the provisions of the Articles regulating certain types of notices:

Any demand, notice or other communication given or made under or in connection
with this Deed will be in writing.

Any such demand, notice or other communication will, if given or made in
accordance with this clause 24, be deemed to have been duly given or made as
follows:

24.2.1  if sent by prepaid first class post, on the second Business Day after the
date of posting; or

24.2.2  if delivered by hand, upon delivery at the address provided for in this
clause 24; or

24.2.3 if sent by facsimile, on the day of transmission provided that a
confirmatory copy is, on the same Business Day that the facsimile is
transmitted, sent by pre-paid first class post in the manner provided for
in this clause 24;

provided however that, if it is delivered by hand or sent by facsimile on a day
which is not a Business Day or after 4.00 pm on a Business Day, it will instead be
deemed to have been given or made on the next Business Day.

Any such demand, notice or other communication will, in the case of service by
post or delivery by hand, be addressed to the recipient at the recipient’s address
stated in this Deed or at such other address as may from time to time be notified
in writing by the recipient to the sender as being the recipient’s address for
service.

Any such demand, notice or other communication will, in the case of service by
facsimile, be sent to the recipient or to any person service on whom (in
accordance with the foregoing provisions of this clause 24) is deemed to be
service on the recipient, using a facsimile number then used by the recipient or
(as the case may be) such other person at an address which (in accordance with
such provisions) could have been used for service by post.

For the avoidance of doubt, where proceedings have been issued in the Courts of
England and Wales, the provisions of the Civil Procedure Rules must be complied
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25.

26.

26.1

26.2

27.

28.

29.

29.1

with in respect of the service of documents in connections with those
proceedings.

FAIRNESS CLAUSE

In the event that any circumstance arises during the term of this Deed which is not
within the contemplation of the parties at the date hereof and not provided for in
this Deed either expressly or impliedly then the parties agree that such matter
shall be dealt with and resolved in such manner as shall operate between them for
fairness and, so far as is possible, without detriment to the interests of any of
them.

UNLAWFUL FETTER ON THE COMPANY’S STATUTORY POWERS

Notwithstanding any other provision contained in this Deed the Company shall not
be bound by any provision of this Deed to the extent that it would constitute an
unlawful fetter on any statutory power of the Company, but any such provision
shall remain valid and binding as regards all other parties to which it is expressed

to apply.
Nothing in this Deed shall be construed:

26.2.1  to be a resolution of all the members of the Company in the absence of
a properly passed resolution in accordance with the Articles; or

26.2.2  as a fetter on the statutory rights and obligations of a Member (where
applicable).

COSTS

Each of the parties hereto will pay its own legal costs and expenses incurred in
connection with the preparation and any subsequent variation of this Deed.

SEVERABILITY

The illegality, invalidity or unenforceability of any clause or part of this Deed will
not affect the legality, validity or enforceability of the remainder. If any such
clause or part is found by any competent court or authority to be illegal, invalid or
unenforceable the parties agree that they will substitute provisions in a form as
similar to the offending provisions as is possible without thereby rendering them
illegal, invalid or unenforceable.

EXERCISE OF POWERS

Words denoting an obligation on a party to do any act, matter or thing include,
except as otherwise specified, an obligation to procure that it be done and words
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29.2

30.

31.

32.

33.

placing a party under a restriction include an obligation not to permit or allow
infringement of that restriction.

Where a Member is required under this Deed to exercise its powers in relation to
the Company to procure a particular matter or thing, such obligation shall be
deemed to be satisfied by such Member exercising its voting and other rights as a
member and ensuring that any Director appointed by it shall procure such matter
or thing, subject to the Director acting in accordance with his fiduciary duty to
the Company.

ENTIRE AGREEMENT

This Deed, the Service Agreements and the Articles constitute the entire
contractual relationship between the parties in relation thereto and there are no
representations, promises, terms, conditions or obligations between the parties
other than those contained or expressly referred to therein. This clause does not
restrict liability of either party for representations made fraudulently.

ASSIGNMENT

The Members shall not assign nor transfer nor purport to assign nor transfer any of
its rights or obligations hereunder (other than to a successor body) without the
prior written consent of the other Members.

CONTRACT (RIGHTS OF THIRD PARTIES) ACT

The parties to this Deed do not intend that any of its terms will be enforceable by
virtue of the Contracts (Rights of Third Parties) Act 1999 by any person not a party
to it.

LAW AND JURISDICTION

This Deed shall be governed by and construed in accordance with the laws of
England and Wales and each of the parties hereto submits to the exclusive
jurisdiction of the English and Welsh Courts.

THIS DOCUMENT is executed as a deed and delivered on the date stated at the beginning
of this Deed.
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11

12

13

SCHEDULE 1

Special Reserved Matters

(Matters which need the consent of all the Members in general meeting or in

writing).

Admit any person as a new member of the Company (save as permitted in this Deed

or the Articles).

Adopt any Annual Business Plan in accordance with clause 8.2 or any Budget in

accordance with clause 7.2.

Alter any of the provisions of the Annual Business Plan, Budget, the Articles or any

rights attaching to the Membership interests.

Make any capitalisation, repayment or other distribution of any amount standing to

the credit of any reserve of the Company.

Create any Encumbrance over the whole or any part of the undertaking or assets of

the Company.

Extend its activities outside the scope of the Business or cease to carry on the

Business.
Alter the Company’s accounting reference date.
Approve or sign the annual accounts of the Company.

Appoint or remove any director of the Company otherwise than in accordance with
this Deed or the Articles.

Agree the form and content of the Financial Regulations or any alteration thereto.

Enter into any contract to do any of the things referred to in the foregoing

paragraphs of this Schedule.

Save as pursuant to clause 12, make any petition or resolution to wind up the
Company (or any subsidiary) or any petition for an administration order or any order
having similar effect in a different jurisdiction in relation to such company unless,
in any case, such Company is at the relevant time insolvent and the Directors
reasonably consider (taking into account their fiduciary duties) that it ought to be

wound up.
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10

SCHEDULE 2

Reserved Matters

Otherwise than in accordance with Financial Regulations sell, lease (as lessor),
license (as licensor), transfer or otherwise dispose of any of its assets at a total
price per transaction exceeding [50,000] otherwise than in the ordinary course of
the Business and to the extent provided for in the Annual Business Plan and
provided that the aggregate value of such transactions never exceeds [100,000] in

any one calendar year.

Otherwise than in accordance with Financial Regulations purchase, lease (as
lessee), license (as licensee) or otherwise acquire any assets at a total cost to the
Company per transaction exceeding [£50,000] (in the case of a lease, being the
total payable over the duration of the lease) otherwise than in the ordinary course
of the Business and to the extent provided for in the Annual Business Plan and
provided that the aggregate value of such transactions never exceeds [£100,000] in

any one calendar year.
Appoint or remove or approve the remuneration of the auditors of the Company.

Acquire or agree to acquire any freehold or leasehold interest in or licence over

land.

Otherwise than in accordance with Financial Regulations enter into or make any
revenue contract with a cost to the Company of more than £50,000 unless provided
for in the Annual Business Plan (“a material contract™) and provided that the
aggregate value of all Material Contracts (not provided for in the Annual Business

Plan) never exceeds £100,000 in any one calendar year.

Give notice of termination of any material contract or make any material variation

or amendment to any such contracts.
Appoint or remove the Chief Executive or any member of the management team.

Enter into any contracts or arrangements with any of the Members or Directors or
any person with whom any Member or Director is connected, associated or

interested (whether as director, consultant, Member or otherwise).

Provide any services to any person or organisation that is not a Member and/ore

enter into any contract in relation to such services.

Change the name of the Company or its registered office.
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11

12

13

14

15

16

17

18

19

Form any subsidiary of the Company, or acquire any shares in any other company,
whether through subscription or transfer, such that the company concerned

becomes a subsidiary of the Company.

Otherwise than in accordance with Financial Regulations enter into any contract
which cannot be terminated within a 12 month period and/or under which the

liability for such termination could exceed £5,000.

Give or take any loans, borrowing or credit (other than normal trade credit in the
ordinary course of business or any overdraft agreed by the Board of Directors) in
excess of £15,000 or cause the aggregate indebtedness of the Company to exceed
£20,000, or cause the Company to exceed its overdraft limit as approved by the

Directors from time to time.

Enter into any agreement not in the ordinary course of the Business and/or which is

not on an arm’s length basis or amend its standard terms of business.

Give any guarantee, suretyship or indemnity to secure the liabilities of any person

or assume the obligations of any person.

Otherwise than in accordance with Financial Regulations incur any item or series of
items of capital expenditure of more than £100,000 unless provided for in the

Annual Business Plan.

Recruit or dismiss any employee (other than Directors to whom paragraph 17 below
applies) whose remuneration exceeds £45,000 per annum subject to the aggregate
limit set out in paragraph 17 below unless provided for in the Annual Business Plan
provided always that any employee who is not a member of the management team

may be dismissed for gross misconduct without the prior consent of the Members.

Pay any fees, remuneration or other emoluments to any Director or vary any such
fees, remuneration or emoluments other than salary, benefits and expenses due to
any member of the management team in the ordinary course of business. For the
avoidance of doubt this paragraph 17 shall not apply to the payment or
reimbursement of expenses properly incurred by any Director in the course of
carrying out his duties in relation to the Company nor to any indemnity by the
Company to which the Director is entitled pursuant to the Articles or under any

relevant law.

Consolidate or amalgamate with any company, association, partnership or legal

entity or acquire any business or undertaking of any other person.
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20

21

22

23

24

25

26

27

Enter into any joint venture, partnership or profit sharing arrangement with any

person.

Change any of the Company’s accounting or reporting practices other than as may

be required to comply with applicable accounting standards.

Enter into any partnership or profit sharing arrangement with any person or create

any share option, bonus or other incentive scheme.

Make any agreement with any revenue authorities or any other taxing authority, or
make any claim, disclaimer, election or consent of a material nature for tax

purposes in relation to the Company, it business, assets or undertakings.
Change the bankers of the Company or open or close any bank accounts.

License, assign or otherwise dispose of intellectual property rights owned by the

Company.

Commence, settle or defend any claim, proceedings or other litigation brought by
or against the Company, except in relation to debt collection in the ordinary course

of the Business.

Enter into any contract to do any of the things referred to in the foregoing

paragraphs of this Schedule.

Corporate Governance Committee,04 Feb 2013, Item no. 5, Pg 44



THE COMMON SEAL of
DORSET COUNTY COUNCIL
was hereunto affixed in the presence of

THE COMMON SEAL of

EAST DEVON DISTRICT COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

FOREST OF DEANE DISTRICT COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

MENDIP DISTRICT COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

SEDGEMOOR DISTRICT COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

SOMERSET COUNTY COUNCIL
was hereunto affixed in the presence of )
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THE COMMON SEAL of

SOUTH SOMERSET DISTRICT COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

TAUNTON SOMERSET DISTRICT COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

WEST DORSET DISTRICT COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

WEST SOMERSET COUNCIL
was hereunto affixed in the presence of )

THE COMMON SEAL of

WEYMOUTH AND PORTLAND BOROUGH
COUNCIL was hereunto affixed in the
presence of

THE COMMON SEAL of

WILTSHIRE COUNCIL
was hereunto affixed in the presence of )
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Executed as a deed by
SOUTH WEST AUDIT PARTNERSHIP LIMITED

acting by , a director

in the presence of:
Witness signature:
Name:

Address:

Occupation:
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APPENDIX A

Annual Business Plan
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APPENDIX B

Articles of Associations

THE COMPANIES ACT 2006

PRIVATE COMPANY LIMITED BY GUARANTEE
ARTICLES OF ASSOCIATION

OF

SOUTH WEST AUDIT PARTNERSHIP LIMITED

(Adopted by special resolution passed on 2013)

INTRODUCTION
1 INTERPRETATION
In these Articles, unless the context otherwise requires:
Act: means the Companies Act 2006;
Appointor: has the meaning given in article 15(1);

Articles: means the company's articles of association for the time being in

force;

Business Day: means any day (other than a Saturday, Sunday or public
holiday in the United Kingdom) on which clearing banks in the City of London

are generally open for business;

Chief Executive: any person appointed as the Chief Executive of the

Company from time to time;

Conflict: means a situation in which a director has or can have, a direct or
indirect interest that conflicts or possibly may conflict, with the interests of

the Company;

Eligible Director: means a director who would be entitled to vote on the

matter at a meeting of directors (but excluding in relation to the
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1.1

1.2

1.3

authorisation of a Conflict pursuant to Article 7, any director whose vote is

not to be counted in respect of the particular matter);

Executive Director: means a Director appointed in accordance with Article
9.2.1;

Initial Directors: means [ 1

Local Authorities Order: means the Local Authorities (Companies) Order
1995;

Local Government Act: means the Local Government Act 1972;
Member: means a member of the Company;

Member Director: means a Director appointed in accordance with Article
9.2.2 0r 9.2.3;

Model Articles: means the model articles for private companies limited by
guarantee contained in Schedule 2 of the Companies (Model Articles)
Regulations 2008 (SI 2008/3229) as amended prior to the date of adoption of
these Articles and reference to a numbered "Model Article" is a reference to
that article of the Model Articles; and

Relevant Agreement: any agreement in place between the Members relating

to the Company from time to time.

Save as otherwise specifically provided in these Articles, words and
expressions which have particular meanings in the Model Articles shall have
the same meanings in these Articles, subject to which and unless the
context otherwise requires, words and expressions which have particular

meanings in the Act shall have the same meanings in these Articles.

Headings in these Articles are used for convenience only and shall not affect

the construction or interpretation of these Articles.

A reference in these Articles to an "article" is a reference to the relevant

article of these Articles unless expressly provided otherwise.
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1.4

1.5

1.6

1.7

1.8

Unless expressly provided otherwise, a reference to a statute, statutory
provision or subordinate legislation is a reference to it as it is in force from

time to time, taking account of:
1.4.1 any subordinate legislation from time to time made under it; and

1.4.2 any amendment or re-enactment and includes any statute, statutory

provision or subordinate legislation which it amends or re-enacts.

1.4.3 Any phrase introduced by the terms "including”, "include", "in
particular” or any similar expression shall be construed as illustrative

and shall not limit the sense of the words preceding those terms.

The Model Articles shall apply to the Company, except in so far as they are

modified or excluded by these Articles.

Model Articles 2, 8, 9(1) and (3), 11(2) and (3), 13, 14(1), (2), (3) and (4),
17(2), 22(2), (3), 30(2), 35, 38 and 39 shall not apply to the Company.

Model Article 7 shall be amended by:

1.7.1 the insertion of the words "for the time being" at the end of article
7(2)(a); and

1.7.2 the insertion in article 7(2) of the words "(for so long as he remains

the sole director)" after the words "and the director may".

Model Article 20 shall be amended by the insertion of the words "(including
alternate directors)" before the words "properly incur".

GUARANTEE

The liability of each Member is limited to £1, being the amount that each Member

undertakes to contribute to the assets of the Company in the event of it being

wound up while he is a Member or within one year after he ceases to be a Member,

for

2.1

2.2

payment of the Company's debts and liabilities contracted before he ceases

to be a Member,

payment of the costs, charges and expenses of the winding up, and
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2.3
DIRECTORS
3

3.1

3.2

3.3
4

4.1

4.2

4.3
5

5.1

adjustment of the rights of the contributories among themselves.

UNANIMOUS DECISIONS

A decision of the directors is taken in accordance with this article when all
Eligible Directors indicate to each other by any means that they share a

common view on a matter.

Such a decision may take the form of a resolution in writing, where each
Eligible Director has signed one or more copies of it, or to which each

Eligible Director has otherwise indicated agreement in writing.

A decision may not be taken in accordance with this article if the Eligible

Directors would not have formed a quorum at such a meeting.

CALLING A DIRECTORS' MEETING

Any director may call a directors' meeting by giving not less than 14 Business
Days’ notice of the meeting (or such lesser notice as all the directors may
agree) to the directors or by authorising the company secretary (if any) to

give such notice.

Notice of a directors' meeting shall be given to each director in writing

(including email).

A director who is absent from the UK and who has no registered address in

the UK shall not be entitled to notice of the directors' meeting.

QUORUM FOR DIRECTORS' MEETINGS

Subject to article 5.2, the quorum for the transaction of business at a

meeting of directors is the greater of:
5.1.1 2 Eligible Directors; or
5.1.2 two thirds of the Eligible Directors then appointed,

provided that where any have been appointed, at least one Eligible Director

must be present in order to constitute a quorum.
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5.2 For the purposes of any meeting (or part of a meeting) held pursuant to
article 7 to authorise a Conflict, if there is only one Eligible Director in
office other than the Interested Director(s) (defined in article 7.1), the
quorum for such meeting (or part of a meeting) shall be one Eligible

Director.

5.3 If the total number of directors in office for the time being is less than the
quorum required, the directors must not take any decision other than a
decision to call a general meeting so as to enable the Members to appoint

further directors.

CASTING VOTE

If the numbers of votes for and against a proposal at a meeting of directors are
equal, the chairman or other director chairing the meeting shall not have a casting

vote.
DIRECTORS' CONFLICTS OF INTEREST

7.1 The directors may, in accordance with the requirements set out in this
article, authorise any Conflict proposed to them by any director which
would, if not authorised, involve a director (an Interested Director)
breaching his duty under section 175 of the Act to avoid conflicts of

interest.

7.2 Any authorisation under this article 7 shall be effective only if:

7.2.1 to the extent permitted by the Act, the matter in question shall have
been proposed by any director for consideration in the same way that
any other matter may be proposed to the directors under the
provisions of these Articles or in such other manner as the directors

may determine;

7.2.2 any requirement as to the quorum for consideration of the relevant

matter is met without counting the Interested Director; and

7.2.3 the matter was agreed to without the Interested Director voting or
would have been agreed to if the Interested Director's vote had not

been counted.
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7.3

7.4

7.5

Any authorisation of a Conflict under this article 7 may (whether at the time

of giving the authorisation or subsequently):

7.3.1

7.3.2

7.3.3

7.3.4

7.3.5

7.3.6

extend to any actual or potential conflict of interest which may
reasonably be expected to arise out of the matter or situation so

authorised;

provide that the Interested Director be excluded from the receipt of
documents and information and the participation in discussions
(whether at meetings of the directors or otherwise) related to the
Conflict;

provide that the Interested Director shall or shall not be an Eligible
Director in respect of any future decision of the directors in relation

to any resolution related to the Conflict;

impose upon the Interested Director such other terms for the

purposes of dealing with the Conflict as the directors think fit;

provide that, where the Interested Director obtains, or has obtained
(through his involvement in the Conflict and otherwise than through
his position as a director of the company) information that is
confidential to a third party, he shall not be obliged to disclose that
information to the company, or to use it in relation to the company’s
affairs where to do so would amount to a breach of that confidence;

and

permit the Interested Director to absent himself from the discussion
of matters relating to the Conflict at any meeting of the directors
and be excused from reviewing papers prepared by, or for, the

directors to the extent they relate to such matters.

Where the directors authorise a Conflict, the Interested Director shall be

obliged to conduct himself in accordance with any terms and conditions

imposed by the directors in relation to the Conflict.

The directors may revoke or vary such authorisation at any time, but this

shall not affect anything done by the Interested Director prior to such

revocation or variation in accordance with the terms of such authorisation.
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7.6

7.7

7.8

7.9

A director is not required, by reason of being a director (or because of the
fiduciary relationship established by reason of being a director), to account
to the company for any remuneration, profit or other benefit which he
derives from or in connection with a relationship involving a Conflict which
has been authorised by the directors in accordance with these Articles or by
the company in general meeting (subject in each case to any terms, limits or
conditions attaching to that authorisation) and no contract shall be liable to

be avoided on such grounds.

Subject to sections 177(5) and 177(6) of the Act, a director who is in any
way, whether directly or indirectly, interested in a proposed transaction or
arrangement with the Company shall declare the nature and extent of his
interest to the other directors before the Company enters into the

transaction or arrangement in accordance with the Act.

Subject to sections 182(5) and 182(6) of the Act, a director who is in any
way, whether directly or indirectly, interested in a transaction or
arrangement that has been entered into by the Company shall declare the
nature and extent of his interest to the other directors as soon as is
reasonably practicable in accordance with the Act, unless the interest has

already been declared under article 7.7.

Subject, where applicable, to any terms and conditions imposed by the
directors in accordance with article 7.3, and provided he has declared the
nature and extent of his interest in accordance with the requirements of the
Act, a director who is in any way, whether directly or indirectly, interested

in an existing or proposed transaction or arrangement with the company:

7.9.1 may be a party to, or otherwise interested in, any transaction or
arrangement with the company or in which the company is otherwise

(directly or indirectly) interested;

7.9.2 shall be an Eligible Director for the purposes of any proposed
decision of the directors (or committee of directors) in respect of
such existing or proposed transaction or arrangement in which he is

interested;

7.9.3 shall be entitled to vote at a meeting of directors (or of a committee

of the directors) or participate in any unanimous decision, in respect
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7.9.4

7.9.5

7.9.6

of such existing or proposed transaction or arrangement in which he

is interested;

may act by himself or his firm in a professional capacity for the
company (otherwise than as auditor) and he or his firm shall be
entitled to remuneration for professional services as if he were not a

director;

may be a director or other officer of, or employed by, or a party to a
transaction or arrangement with, or otherwise interested in, any
body corporate in which the company is otherwise (directly or

indirectly) interested; and

shall not, save as he may otherwise agree, be accountable to the
company for any benefit which he (or a person connected with him
(as defined in section 252 of the Act)) derives from any such
transaction or arrangement or from any such office or employment or
from any interest in any such body corporate and no such transaction
or arrangement shall be liable to be avoided on the grounds of any
such interest or benefit nor shall the receipt of any such
remuneration or other benefit constitute a breach of his duty under
section 176 of the Act.

RECORDS OF DECISIONS TO BE KEPT

Where decisions of the directors are taken by electronic means, such decisions shall

be recorded by the directors in permanent form, so that they may be read with the

naked eye.

APPOINTMENT AND NUMBER OF DIRECTORS

9.1

Each Member may from time to time by notice in writing appoint one person

to be a Director provided that the number of Directors holding office and

appointed by any single Member (which for the avoidance of doubt shall

exclude any Member Director) shall not exceed one. Each such Director

appointed shall hold office and may at any time be removed from office by

notice in writing by the Member which appointed that Director. Any

Director appointed pursuant to this Article 9.1 may only be removed from

office by the Member which appointed that Director.
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9.2

9.3

9.4

9.5

9.6

The Directors may, with the consent of 8 of the Members in general meeting

or in writing, appoint from time to time as Directors:

9.2.1 the Chief Executive and up to two other employees of the Company
involved in the day-to-day management of the business of the

Company; and

9.2.2 one additional director being an elected councillor of a Member

which is a County Council; and

9.2.3 one additional director being an elected councillor of a Member

which is a District Council,

save that such Directors shall not for the purposes of these articles have any
right to vote at any Board Meeting although they shall have a right to attend

and speak at such Board Meetings.

Any director appointed pursuant to clause 9.2 shall cease to be a Director

upon:

9.3.1 ceasing to be, in the case of an Executive Director, an employee of
the Company or, in the case of a Member director, an elected

councillor of a Member; or

9.3.2 the direction of at least 8 of the Members of the Company (either in
general meeting or in writing) that they should cease to be a

Director.

The first Directors of the Company shall be the Initial Directors.

Unless otherwise determined by ordinary resolution, the number of directors
(other than alternate directors) shall not be subject to any maximum but

shall not be less than 12.

In the event that any Director appointed by a Member is unable to attend
any meetings of the Directors, a Member shall be entitled from time to time
to appoint any one person to attend such meetings who shall be entitled to
attend any and all such meetings and to speak and place items on the

agenda for discussion but shall not be entitled in any circumstances to vote.
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10 APPOINTMENT AND REMOVAL OF ALTERNATE DIRECTORS

10.1 Any director (other than an alternate director) (Appointor) may appoint as
an alternate any other director, or any other person approved by resolution

of the directors, to:
10.1.1 exercise that director's powers; and
10.1.2 carry out that director's responsibilities,

10.1.3 in relation to the taking of decisions by the directors, in the absence

of the alternate's Appointor.

10.2 Any appointment or removal of an alternate director must be effected by
notice in writing to the company signed by the Appointor, or in any other

manner approved by the directors.
10.3 The notice must:
10.3.1 identify the proposed alternate; and

10.3.2 in the case of a notice of appointment, contain a statement signed
by the proposed alternate that he is willing to act as the alternate of

the director giving the notice.
11 RIGHTS AND RESPONSIBILITIES OF ALTERNATE DIRECTORS

11.1 An alternate director may act as alternate director to more than one
director and has the same rights in relation to any decision of the directors

as the alternate's Appointor.
11.2 Except as the Articles specify otherwise, alternate directors:
11.2.1 are deemed for all purposes to be directors;
11.2.2 are liable for their own acts and omissions;
11.2.3 are subject to the same restrictions as their Appointors; and

11.2.4 are not deemed to be agents of or for their Appointors

Corporate Governance Committee,04 Feb 2013, Item no. 5, Pg 58



12

11.3

11.4

11.5

12.1

11.2.5 and, in particular (without limitation), each alternate director shall
be entitled to receive notice of all meetings of directors and of all
meetings of committees of directors of which his Appointor is a

Member.

A person who is an alternate director but not a director:

11.3.1 may be counted as participating for the purposes of determining
whether a quorum is present (but only if that person’s Appointor is

not participating);

11.3.2 may participate in a unanimous decision of the directors (but only if
his Appointor is an Eligible Director in relation to that decision, but

does not participate); and

11.3.3 shall not be counted as more than one director for the purposes of
articles 11.3(a) and (b).

A director who is also an alternate director is entitled, in the absence of his
Appointor(s), to a separate vote on behalf of each Appointor, in addition to
his own vote on any decision of the directors (provided that an Appointor for
whom he exercises a separate vote is an Eligible Director in relation to that
decision), but shall not count as more than one director for the purposes of

determining whether a quorum is present.

An alternate director may be paid expenses and may be indemnified by the
company to the same extent as if he were a director but shall not be
entitled to receive any remuneration from the company for serving as an
alternate director except such part (if any) of the remuneration otherwise
payable to the alternate's Appointor as the Appointor may by notice in

writing to the company from time to time direct.

TERMINATION OF ALTERNATE DIRECTORSHIP

An alternate director's appointment as an alternate (in respect of a particular

Appointor) terminates:

when the alternate's Appointor revokes the appointment by notice to the

company in writing specifying when it is to terminate;
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13

14

15

16

12.2 on the occurrence, in relation to the alternate, of any event which, if it
occurred in relation to the alternate's Appointor, would result in the

termination of the Appointor's appointment as a director;

12.3 on the death of the alternate's Appointor; or

12.4  when the alternate director's Appointor ceases to be a director for whatever

reason.

SECRETARY

The directors may appoint any person who is willing to act as the secretary for such
term, at such remuneration and upon such conditions as they may think fit and
from time to time remove such person and, if the directors so decide, appoint a

replacement, in each case by a decision of the directors.
APPLICATION FOR MEMBERSHIP

No person shall become a Member unless he has completed an application for
membership in a form approved by the directors from time to time and such
appointment has been approved unanimously in writing by the existing Members at
the relevant time. A letter shall be sent to each successful applicant confirming
their membership of the Company and the details of each successful applicant shall

be entered into the Register of Members.

TRANSFER OF MEMBERSHIP

15.1 A Member may not transfer his membership to another person.

15.2  Any successor body to any Member shall automatically be admitted as a
Member upon such original Member ceasing to carry on its functions relevant

to its membership of the Company.
EXPULSION OF MEMBER
16.1 A Member shall cease to be a Member in the event of:

16.1.1 such Member’s resignation, by the giving of written notice to the

Company; or
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16.1.2 such Member’s ceasing to be a Local Authority as defined by section
270(1) of Local Government Act (or any statutory re-enactment
thereof);

unless such step would lead to the Company having no Members.

16.2 The membership of any Member may be terminated without his consent on

the terms of any Relevant Agreement.
DECISION MAKING BY MEMBERS
17 VOTES OF MEMBERS

17.1 Subject to the Act, at any general meeting every Member who is present in
person (or by proxy) shall on a show of hands have one vote and every

Member present in person (or by proxy) shall on a poll have one vote.

17.2  The Members shall exercise all voting rights held by them in relation to the
Company so as to procure (insofar as they are able by the exercise of such
rights) that:

17.2.1 the Company fully complies with any obligations which it may from
time to time have pursuant to Applicable Law, including the Local
Government Act, Local Authorities Order and the Acts, including but

not limited to:

(a) the requirement to state in all relevant documents that the
Company is controlled by the relevant Member, as required by

the Local Authorities Order;

(b) the requirement to obtain any consent to the appointment of
the Company’s auditor as required by the Local Authorities
Order; and

(© the requirement to, until the expiry of the period of four
years beginning with the date of the meeting, to make
available for inspection by any Member of the public, a copy
of the minutes of any General Meeting of the Company as
required by the Local Authorities Order. In accordance with

the Local Authorities Order, no copies of minutes are to be
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made available which include any matter the disclosure of
which would be in breach of any enactment, or of any

obligation owed to any person; and

17.2.2 the activities of the Company are at all times consistent with the
functions which may be performed by the Members in their

respective capacities as public sector bodies.

18 POLL VOTES

18.1

18.2

A poll may be demanded at any general meeting by any qualifying person (as
defined in section 318 of the Act) present and entitled to vote at the

meeting.

Article 30(3) of the Model Articles shall be amended by the insertion of the
words "A demand so withdrawn shall not invalidate the result of a show of
hands declared before the demand was made" as a new paragraph at the

end of that article.

19 PROXIES

19.1

19.2

Article 31(1)(d) of the Model Articles shall be deleted and replaced with the
words "is delivered to the company in accordance with the Articles not less
than 48 hours before the time appointed for holding the meeting or
adjourned meeting at which the right to vote is to be exercised and in
accordance with any instructions contained in the notice of the general

meeting (or adjourned meeting) to which they relate".

Article 31(1) of the Model Articles shall be amended by the insertion of the
words "and a proxy notice which is not delivered in such manner shall be
invalid ,unless the directors, in their discretion, accept the notice at any

time before the meeting" as a new paragraph at the end of that article.

20 GENERAL MEETINGS

20.1

The Company shall in each year hold a general meeting as its annual general
meeting in addition to any other meetings in that year, and shall specify the
meeting as such in the notice calling it; and not more than 15 months shall
elapse between the date of one annual general meeting and that of the

next. Provided that so long as the Company holds its first annual general
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meeting within 18 months of its incorporation, it need not hold it in the year
of its incorporation or in the following year. The annual general meeting
shall be held at such time and place as the Directors shall appoint. All
general meetings other than annual general meetings shall be called general

meetings.
20.2 The Directors may call general meetings.

20.3 A quorum of a general meeting shall be 8 of Members present in person or

by proxy or by duly authorised representative (where appropriate).

20.4 If at any time there are not within the United Kingdom sufficient Directors
capable of acting to form a quorum, any Director or any two Members may
convene an extraordinary general meeting in the same manner as nearly as

possible as that in which meetings may be convened by the Directors.

ADMINISTRATIVE ARRANGEMENTS

21 MEANS OF COMMUNICATION TO BE USED

21.1 Any notice, document or other information shall be deemed served on or

delivered to the intended recipient:

21.1.1 if properly addressed and sent by prepaid United Kingdom first class
post to an address in the United Kingdom, 48 hours after it was
posted (or five Business Days after posting either to an address
outside the United Kingdom or from outside the United Kingdom to
an address within the United Kingdom, if (in each case) sent by
reputable international overnight courier addressed to the intended
recipient, provided that delivery in at least five Business Days was
guaranteed at the time of sending and the sending party receives a

confirmation of delivery from the courier service provider);

21.1.2 if properly addressed and delivered by hand, when it was given or

left at the appropriate address;

21.1.3 if properly addressed and sent or supplied by electronic means, one

hour after the document or information was sent or supplied; and
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22

21.1.4 if sent or supplied by means of a website, when the material is first
made available on the website or (if later) when the recipient
receives (or is deemed to have received) notice of the fact that the

material is available on the website.

21.2  For the purposes of this article, no account shall be taken of any part of a

day that is not a Business Day.

21.3 In proving that any notice, document or other information was properly
addressed, it shall suffice to show that the notice, document or other
information was addressed to an address permitted for the purpose by the
Act.

INDEMNITY AND INSURANCE

22.1 Subject to article 22.2, but without prejudice to any indemnity to which a

relevant officer is otherwise entitled:

22.1.1 each relevant officer shall be indemnified out of the company's
assets against all costs, charges, losses, expenses and liabilities
incurred by him as a relevant officer in the actual or purported
execution and/or discharge of his duties, or in relation to them,
including any liability incurred by him in defending any civil or
criminal proceedings, in which judgment is given in his favour or in
which he is acquitted or the proceedings are otherwise disposed of
without any finding or admission of any material breach of duty on
his part or in connection with any application in which the court
grants him, in his capacity as a relevant officer, relief from liability
for negligence, default, breach of duty or breach of trust in relation

to the company's (or any associated company's) affairs; and

22.1.2 the company may provide any relevant officer with funds to meet
expenditure incurred or to be incurred by him in connection with any
proceedings or application referred to in article 22(1)(a) and
otherwise may take any action to enable any such relevant officer to

avoid incurring such expenditure.

22.2 This article does not authorise any indemnity to the extent that such

indemnity would be prohibited or rendered void by any provision of the
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22.3

22.4

Companies Acts or by any other provision of law and any such indemnity is

limited accordingly.

The directors may decide to purchase and maintain insurance, at the

expense of the company, for the benefit of any relevant officer in respect of

any relevant loss.

In this article:

22.4.1

22.4.2

22.4.3

companies are associated if one is a subsidiary of the other or both

are subsidiaries of the same body corporate; and

a "relevant loss" means any loss or liability which has been or may be
incurred by a relevant officer in connection with that relevant
officer's duties or powers in relation to the company, any associated
company or any pension fund or employees' share scheme of the

company or associated company; and

a "relevant officer" means any director or other officer or former
director or other officer of the Company or an associated company,
but excluding in each case any person engaged by the Company (or
associated company) as auditor (whether or not he is also a director

or other officer), to the extent he acts in his capacity as auditor).
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Stage 1: |

Is this a Is this a Could this
change to financial or policy or Does the policy /
service Does the budget decision | service and the [ strategy /function
D delivery? *policy/strategy/function/ that may affect |way we deliver | service affect
ate | Status | . ) . . .
(including, service/ affect our workforce | any of the it affect some service users or
withdrawal or [ or employment practices protected groups in the wider
reduction of groups society community?
services) differently? differently?
21/01/13 | Current | No Yes No No No

B - Summary Statement:

Current/ Out of |EqA
Date EqA Outcome | Summary Statement Lead Date
Assessment HML

The South West Audit Partnership will change from being a Joint Board to a
limited company by guarantee, on 1% April 2013. All existing staff will
transfer to the new company under TUPE regulations. Apart from a change
of employer, no other changes that affect staff will take place at the time of
transfer. This change affects all staff in the same way. Gerry

Cox 21/01/13

Current Low Impact

Organisational Structure

Staff on transfer will be employed by South West Audit Partnership Limited a
private limited company owned jointly by the current member authorities of
the South West Audit Partnership. There will be no other changes to the
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organisational structure or number of staff employed as a result of the
transfer.

Terms and Conditions

Key terms and conditions are protected on transfer and there are no
envisaged changes to the terms and conditions of staff as a result of the
transfer. Periods of continuous service in local government will count as
continuous employment, so any statutory employment rights depending on
length of service will be maintained.

Work location
It is currently envisaged that the all staff will continue to be based in their
current location.

Local Government Pension Scheme

The new company will seek admitted body status to the Somerset County
Local Government Pension Scheme and any staff who are currently
members of that scheme will continue to remain so.

It is envisaged that no other measures will result from the transfer.




AGENDA ITEM NO. 6

Taunton Deane Borough Council
Corporate Governance Committee - 4 February 2013

Report on objection to license fees to the Hackney Carriage and
Private Hire Trade

Report of the Acting Environmental Health Lead
(This matter is the responsibility of Executive Councillor Hayward)

1. Executive Summary

This report updates members on the progress of the objection to license
fees to the Hackney Carriage and Private Hire Trade, highlighted to
Members in the meeting of 10 December 2012 within the item on the
Annual Audit Letter.

2. Background
A local elector has submitted an objection to Messrs Grant Thornton on 26
September 2012. Grant Thornton is Taunton Deane Borough Council’s
external auditor.

This Notice of Objection relates to the Licence Fees to the Hackney
Carriage and Private Hire Trade levied for 2011-12 because in the
elector’s view “the Council has levied licence fees in excess of its own
calculation of 'reasonable costs', and the Council's 'reasonable costs' are
excessive”.

The elector has been in protracted conversation with Taunton Deane
Borough Council (‘the Council’) since at least 2010 in relation to the fees
charged in respect of taxi licensing. This has included email
correspondence and meetings with officers, advice from the Finance and
Legal teams and elected member involvement from the elected ward
Member to the Taxi Forum and the Licensing Committee.

The Auditor has requested a submission in response to the Notice of
Objection and clarification on a number of matters raised by the elector.
This response was submitted in line with the Auditor’s deadline on the 29
January 2013.

In summary of the response, the Council believes that it has acted entirely
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within the law and within the spirit of the law. Further, that contrary to the
elector’s view that he has not had opportunity to raise his concerns, he
has had several in depth meetings with officers, including a visit to his
place of work to understand better the workings of his business, as well as
several opportunities to raise items at the Taxi Forum and other public
meetings which the Council holds. He has also engaged with his elected
ward member who has made great effort to understand the position of
both sides.

The Council has responded to the elector’s requests by going into
unprecedented levels of detail which are quite above and beyond that
which the legislation requires. The requirement is only to set and recoup
fees based on the reasonable costs of running the service. These must
also be accounted for separately for each charging regime. However, to
ensure robust Corporate Governance, the Council had decided to
investigate as fully as it could the costs and income associated with each
part of the process.

This new level of detail has informed fee setting for 2013/14. It has also
been extrapolated back to provide a rough calculation as to whether
2011/12 fees would have met this model. Notwithstanding the fact that
there is not a ‘like for like’ comparison between 2011-12 and how the
Council has set fees for 2013-14, the figures do show that although there
is some variation, fees were broadly correct. These fees would therefore
have passed the ‘reasonable’ test.

Finance Comments
This paper relates to the proper and appropriate spend of public funds.

Licence fees cannot be ‘lumped together’. Each charging regime must be
separately accounted for. The Council must also set fees for each Licence
type that are reasonable and proportionate to cover the costs of the
service and must be cost neutral, neither making a profit nor loss.
Therefore any surplus or deficit must be carried forward. It should be
noted that some Licences carry no fee. Therefore the Council should
expect a small loss in the service.

The Finance team has been involved since early in 2012 in providing
information to the Licensing Manager to inform the model for fee setting.

The Financial Services Manager has also met with the elector on three
separate occasions with other officers to try to ensure a mutual
understanding of the issues at hand.

It should be noted that in accordance with the Audit Commission Act 1998
and the annual letter on fees published by the Audit Commission, the cost
of deciding the objection (comprising the auditor’s time, that of his
colleagues and the cost of any specialist advice) falls on the Council and
is in addition to the normal audit fee.
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Legal Comments
This paper relates to the proper and appropriate spend of public funds.

The power to set fees for Hackney Carriage and Private Hire is covered
within the Local Government (Miscellaneous Provisions) Act 1976 sections
53(2) for Drivers Licence Fees and 70(1) for Vehicles and Operators’
Licences.

The Council believes that it has set fees in accordance with the legislation
above as well as the relevant case law. Fees are set in the autumn and
winter of each year in a budget setting process and historically are
discussed in full by the relevant service managers (Environmental Health
Lead and Health and Housing Manager) prior to recommendations going
to Committee where they are then the subject of democratic process. The
previous year’s fees and income are used to set the precedent for future
budgets, therefore historic precedent has been important in setting the
fees.

Recent case law (Hemmings vs Westminster City Council) indicates that
the Council “does not have to adjust the Licence fee every year to reflect
any previous deficit or surplus so long as it ‘all comes out in the wash’
eventually... The adjustment does not have to be precise: a rough and
ready calculation which is broadly correct will do.”

The Legal and Democratic Services Manager has been consulted during
the process, both prior to the objection being lodged and subsequently
and is supportive of the Council’s position.

Links to Corporate Aims (Please refer to the current edition of the
Corporate Strategy)

There are no direct links to the Corporate Aims, however, the matter
relates to the proper governance of the Council.

Environmental Implications
There are no environmental implications from this report.

Community Safety Implications (if appropriate, such as measures to
combat anti-social behaviour)
There are no community safety implications from this report.

Equalities Impact

This report relates to the levying of taxi fees, specifically during 2011-12
but with broader implications for the Council. It is unlikely that the fee
setting process will have specific impacts on those with protected
characteristics.

Risk Management

There is a reputational risk to the Council should the Auditor find in the
elector’s favour. However, this will be mitigated through the work in
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11.

12.

progress to set fees for 2013-14 and plans to roll this out across the
Licensing regime. It will be further mitigated by the Council taking such
steps as the Auditor deems fit, should that come to pass.

There is a financial risk to the Council should the Auditor find in the
elector’s favour. The financial risk cannot be accurately measured at this
stage. However, the objection relates to fees levied for drivers, vehicles
and operators. There were 202 driver applications, 186 vehicle
applications and 16 operator applications in 2011-12, totalling 404
applications. The calculated budget surplus for this part of the service in
2011-12 was just under £5,000. If the Auditor finds in favour of the elector,
he may use either of those facts to determine what was a reasonable fee
and therefore if the Council has a (re)payment to make.

Partnership Implications (if any)
There are no partnership implications from this report.

Next steps

A further report will be brought to Committee after the external auditors
have reported findings or in the event of significant interim occurrences.
There is no given timescale for the Auditor’s report.

Recommendations
Councillors are requested to note the contents of the report.

Contact: Scott Weetch

Acting Environmental Health Lead
01823 356317
s.weetch@tauntondeane.gov.uk
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AGENDA ITEM NO. 7

24/06/2013, Report:Update on Objection to Accounts re Taxi Fee's
Reporting Officers:Scott Weetch
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