4?'-? North Yorkshire
\$) County Council

Agenda

Meeting: Shareholder Committee
Venue: Remote Meeting via Skype

Date: Tuesday 29 September 2020 at 9am

Pursuant to The Local Authorities and Police and Crime Panels (Coronavirus) (Flexibility of
Local Authority Police and Crime Panel Meetings) (England and Wales) Regulations 2020, this
meeting will be held using video conferencing with a live broadcast to the Council’s YouTube
site. Further information on this is available on the committee pages on the Council website -

https://democracy.northyorks.qgov.uk/

The meeting will be available to view once the meeting commences, via the following link -
www.northyorks.gov.uk/livemeetings Recordings of previous live broadcast meetings are also

available there.

Business

1. Minutes of the meeting held on 21 January 2020 (Pages 5to 6)

2. Declarations of Interest

3. Public Questions or Statements.

Members of the public may ask questions or make statements at this meeting if
they have given notice to Melanie Carr of Democratic and Scrutiny Services and
supplied the text (contact details below) by midday on Thursday 24 September
2020, three working days before the day of the meeting. Each speaker should
limit themselves to 3 minutes on any item. Members of the public who have given
notice will be invited to speak:-

Enquiries relating to this agenda please contact Melanie Carr on Tel: 01609 533849, or e-mail:

Melanie.Carrl@northyorks.gov.uk
Website: www.northyorks.gov.uk



mailto:Melanie.Carr1@northyorks.gov.uk
http://www.northyorks.gov.uk/
https://democracy.northyorks.gov.uk/
http://www.northyorks.gov.uk/livemeetings

« at this point in the meeting if their questions/statements relate to matters
which are not otherwise on the Agenda (subject to an overall time limit of 30
minutes);

e when the relevant Agenda item is being considered if they wish to speak
on a matter which is on the Agenda for this meeting.

If you are exercising your right to speak at this meeting, but do not wish to be
recorded, please inform the Chairman who will instruct anyone who may be taking
a recording to cease while you speak.

Quarter 4 2019/20 Brierley Group Report & Summary Brierley Group Business
Plans - Report of the Assistant Director of Strategic Resources

(Pages 7 to 22)
Recommendation: That the Shareholder Committee notes the update

Articles of Association for NY Highways Ltd (Pages 23 to 56)

Purpose of the Report: To seek Shareholder approval of the Articles of Association for
NY Highways Limited

Work Programme 2020/21 (Pages 57 to 58)

Purpose of the Report: To consider and develop the Work Programme for the
Shareholder Committee

Other business which the Chair agrees should be considered as a because of
special circumstances

Barry Khan
Assistant Chief Executive (Legal and Democratic
Services) County Hall, Northallerton

21 September 2020



Shareholder Committee Membership

County Councillors (3)

Councillors Names

Political Party

1 | LES, Carl Conservative
2 | DADD, Gareth Conservative
3 | MACKENZIE, Don Conservative
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North Yorkshire County Council

Shareholder Committee

Minutes of the meeting held on 21 January 2020 commencing at 1pm, at County Hall, Northallerton.

Present:-

Members:-
County Councillors Carl Les (Chairman), Gareth Dadd and Don Mackenzie

Officers:-

Michael Leah (Assistant Director, Strategic Resources), Barry Khan (Assistant Chief Executive Legal
& Democratic Services), Gary Fielding (Corporate Director Strategic Resources) and Melanie Carr
(Principal Democratic Services Officer)

Apologies: Richard Flinton (NYCC Chief Executive)

Copies of all documents considered are in the Minute Book

41.

42.

43.

43.

Minutes
Resolved -

That the Minutes of the meeting held on 6 November 2019, having been printed and
circulated, be taken as read and confirmed and signed by the Chairman as a correct record.

Declarations of Interest

In regards to Agenda Item 4, County Councillor Gareth Dadd as a Director of the Veritau,
declared a non-pecuniary interest in matters relating to the Company. In addition, County
Councillors Don Mackenzie and Carl Les as Directors of NYnet, both declared a non-
pecuniary interest in matters relating to the Company.

Public Questions or Statements

There were no questions or statements from the public.

Brierley Group Quarter Two 2019/20 Performance Report

The report of the Assistant Director for Strategic Resources, providing a Quarter Two
financial and performance update for 2019/20 for the companies that make up the Brierley
Group.

Michael Leah, Assistant Director for Strategic Resources introduced the report, providing

an overview of performance and highlighting the second quarter achievements and
challenges for the individual companies. He drew members’ attention specifically to the
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current forecasted shortfall in profit after tax detailed in the report; the development of a 5-
year business plan to bring NYES back on target; First North Law’s future opportunities to
explore new areas of work e.g. commercial and the Health sector, and NYnet’s future
opportunities to expand its product set.
Members noted the report and thanked officers for the update.
44, Work Programme
Members considered and endorsed the Work Programme for the Committee for the remainder
of 2019/20.

The meeting concluded at 1:15 pm

MLC
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Item 4

North Yorkshire County Council
Shareholder Committee
29 September 2020

Quarter 4 2019/20 Brierley Group Report
and Summary of Brierley Group Business Plans

Appendix C of this report contain information of the type defined in paragraph 3 of Part
1 of Schedule 12A Local Government Act 1972 as amended by the Local Government
(Access to information) (Variation) Order 2006.

Report of the Assistant Director Strategic Resources
1.0 Purpose of the Report
1.1 For the Shareholder Committee’s consideration, this report presents:

a) Brierley Group Financial Update 2019/2020 Q2 report — Appendix A
b) Brierley Group Plan 2020 — 2023 — Appendix B

c) Brierley Group business plans — Appendix C

North Yorkshire Education Services

NYnet

Brierley Homes

Align Property Partners

Yorwaste

Veritau

OO WNBE

1.2 The Business Plans attached at Appendices C to this report articulate the
aspiration of the companies listed above, to continue to increase their financial
turnover, net margin and geographical reach, whilst always considering their
prime purpose to return margin to its shareholder North Yorkshire County
Council.

3.0 Recommendation

3.1 Itis recommended that the Shareholder Committee note the reports in
Appendix C.

MICHAEL LEAH
Assistant Director
Strategic Resources

17 September 2020
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Shareholders Committee

Brierley Group Financial Update

2019-20: Quarter 4, Trading Year and Future Outlook
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Brierley Group Headlines

The performance of the Brierley Group through the second half of the 2019/20 financial year
has continued in a similar way to the first half and the 2018/19 financial year with a mixed
performance across the Group. Overall the Group delivered a profit after tax in 2019/20 of
£651k compared to a budgeted profit of £1,746k, an underachievement of £1,095k. Total
revenue generated was under-budget which was not fully offset by the reduction in the
associated cost of sales. The main factors driving this performance are set out in the
paragraphs below with the details of the implications of the outbreak of the Covid-19
pandemic at the end of the 2019/20 financial year described in the next section:

In the Education sector there remains a significant squeeze not only on the Group’s ability to
attract new sales but increasingly the ability to retain business. This is due to schools coming
under growing financial pressure and therefore reducing their non-frontline spend, which is
the predominance of Brierley Group’s offer and also the continued trend for schools to
convert to academy status and then consider joining a MAT (multi-academy trust). The
impact is that those chains tend to bring services ‘in house’ and therefore reduce spend with
third parties. Therefore, the market remains congested with the resultant squeeze on
margins.

Legal Services have been identified by NYES as having significant out-of-county sales
potential and both First North Law and NYES are targeting the acquisition of commercial
contracts in the Academy and MAT sector outside of North Yorkshire. Any proactive sales
approach will need to be factored in to forward planning accordingly. Both areas of work
provide an indication of effective synergies across the Brierley Group of companies and will
help First North Law to grow and move to a profitable position in the future following the
small loss made this year.

NYnet continues to develop a plan to address market competition, working closely with
customers and its shareholder to make sure the proposition remains relevant and attractive.
The profit delivered for the year reflects continued sales growth and savings made.

For Brierley Homes, the annual trading results are broadly in line with expectations and
previous forecasts, reflecting the successful delivery and sale of all homes at the pilot
scheme in Holly Grove, Thorpe Willoughby. There is an increasing sense of optimism
amongst the profession following the general election result in December 2019 and this
stability provides a good platform from which to build over the next five-year business plan
period.

Profit outperformance against budget delivered by Align Property Partners was driven by
increased External Professional fee income while NYCC Property related trading fell back.
This result delivered the growth built into the business plan for the Company for 2019/20.
The expectation is for this increased reliance upon generation of external client business to
continue into 2020/21.

For Yorwaste, the underlying performance of continuing business during quarter 4 and
throughout 2019/20 has been positive and ahead of budget, however the impact from legacy
contracts and uncontrollable events resulted in a reported full year loss.

SJB ceased trading at the end of March 2020, posting a net loss, as the company was
unable to secure a commercially viable contract with Leeds and Bradford Councils following
changes in EA regulations.

Veritau Group again made a profit for the year driven by an increase in external fee income
across the group. The company seeks to maintain its position, and ideally grow in size and
profitability by seeking out new opportunities and the company’s client-base now includes
councils, national park authorities, police and fire services, council owned companies,
schools, housing associations and a national sports body.
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To counter the issues described above, as noted previously, the Group continues to explore
areas where there are benefits of scale through synergy. Examples include shared sales and
marketing, where First North Law and North Yorkshire Education Services have jointly
delivered sales in the Teesside region; and non-operational overheads, where Finance, HR
and other support functions are delivered across the Group. There is importance in the
Group leveraging its scale to generate further efficiencies and remain cost competitive.

Following the April 2019 decision by NYCC’s Executive to migrate the existing Highways
operation from Ringway into a wholly owned company, work continues in order to meet the
required implementation date of June 2021. The project is continuing at pace, with the new
Managing Director of NY Highways now appointed, while managing the issues of ensuring
service continuity through the change and ensuring regular and appropriate staff
communication and engagement continues to take place. It is anticipated this company will
sit within the Brierley Group and may build on the benefits of synergies in the group
highlighted above.

Impact of Covid-19

At the end of 2019/20 moving into 2020/21, the Brierley Group was obviously dealing with
the emergence of Covid-19 and the subsequent lockdown and changes to trading
arrangements.

Align has seen a dramatic reduction in new commissions during Q1, a short term reduction
to income and a consequential effect on APP’s 20/21 Profit and Loss account. The key issue
and challenge for APP is to rebuild its workload via its existing and new clients, whilst
operating in an increasingly competitive market place as competitors aggressively chase
reduced market opportunities. APP has reviewed financial scenarios to further develop a
strategy with the aim of achieving a break-even financial position for 2020/21 although, given
the current climate, this is likely to be challenging.

Yorwaste has significantly mitigated impacts of the downturn in available commercial
business by taking early action on mitigating costs.

The catering service within North Yorkshire Education Services has also seen reduced
income in the summer term but has managed to offset this with reduced costs. Assuming the
present situation is limited to the summer term, with the majority of schools reopening in
September the Catering Service is projecting a net nil financial impact with anticipated full-
year operating profit for 2020/21 in line with Budget.

NYNET, Brierley Homes, First North Law and Veritau are not currently experiencing a
negative impact due to Covid-19 although this situation is being kept under review as time
moves on and more information becomes available.

Current Challenges

The fundamental challenge for NYES during 2020/21 is the effective sale and delivery of
services to Schools both during the period of temporary closure as a result of Covid-19
control measures as well as within the new operational environment following the re-opening
of sites in September 2020. While the closure of schools, academies and EY settings is
likely to impact consolidated NYES performance, the vast majority of NYES Traded Services
plan to maintain levels of provision in line with standard SLA’s as far as is possible. Aside
from the challenges associated with Covid-19 as described above, for NYES, as the service
is school-focussed, a significant challenge remains in respect of school academisation and
the associated sales risk to the current NYES contract portfolio. Additional challenges are
presented by the pressure on individual school budgets.
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The key issues and risks for First North Law remain its ability to both win and resource the
necessary level of future work within timescales that ensure the Company grows in a timely
and stable way. It is anticipated that revenue will continue to increase in the future as income
generating services start to come on-stream and additional employees are recruited. The
Local Authority element of the First North Law customer-base continue to work and trade
throughout the Covid-19 period and there is no associated income risk in this area. The
other main client-base is schools, and income will be dependent upon how many schools opt
to enter into new contracts amidst the disruption to their normal operation.

For Brierley Homes, the availability of suitable land assets for development against an
identified need and providing a sufficient number of development options to avoid standstill
periods will be vital to the long term success of the business. The key sectoral issue over the
business plan period will be the impact of Covid-19 on the wider economy and consumer
confidence and behaviours to support major financial commitments like house purchases.
This is allied to the remaining uncertainty around the future trading relations with the EU in
2021 and potential impacts on job security for households.

Key challenges for Align are to maintain its position in the market and attract new business.
The Covid-19 pandemic has resulted in an unprecedented 40% reduction of construction
activity in the UK and the temporary closure of the majority of construction sites. This has led
to a dramatic reduction in new commissions during Q1 which will therefore reduce
profitability. The key issue and challenge for APP is to rebuild its workload via its existing
and new clients, whilst operating in an increasingly competitive market place as competitors
aggressively chase reduced marked opportunities.

Challenges for Yorwaste, following the closure of the Seamer materials recovery facility
(MRF), are the continued focus on cost effective operation, effective asset utilisation, staff
optimisation and business costs.

The key issue for Veritau is maintaining the required client-base and income streams in a
competitive market, while continuing to provide the full suite of professional audit and
assurance services through the Covid-19 disruption.

Future areas of development

The NYES business plan looks to address the challenges faced and focus on cross-border
strategies in order to significantly expand and diversify the current customer base by selling
key NYES services into out-of-county schools and academy markets. As noted above both
First North Law and NYES are targeting the acquisition of commercial contracts in the
Academy and MAT sector outside of North Yorkshire. Material financial impacts of Covid-19
stem mainly from Facilities packages and primarily the Catering Service, where take-up of
school meals largely dictates trading performance. Any continuing closures or partial re-
opening beyond the School Summer holidays would act to extend this impact period. All
other Services are operating remote working/service delivery arrangements and are
currently projecting a nil or immaterial impact upon either delivery or financial performance.

NYnet has seen a surge of sales opportunity in March, primarily within the Health sector, due
to the Coronavirus pandemic. Some value materialised in March with more to come in the
following months. NYnet has identified strategic opportunities for public sector sales growth
via geographic growth of the current product offer and the expansion of their product set with
existing Customers and Brierley Group companies. These opportunities are set to be
investigated further.

The position around sales into schools is currently being kept under review by First North
Law, with a dedicated role in the company dependent upon this income stream. First North
Law have a loan from the Council, which will ensure that they can continue to pay down any
debts owing. In terms of growth, the existing client base is unlikely to provide the required
sales progression and therefore the company will need to consider new legal markets and
areas that arise once the Covid-19 consequences are better understood. The company

11
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requires the appointment of a new Director in order to facilitate this market expansion and
drive the business forward.

Brierley Homes now has more stability in its staffing which will help in long term planning and
delivery. Housebuilding is by its nature speculative development, and whilst pricing is
expected to soften in 2020 and 2021, this is mitigated by the projected delivery timeline of
the next phase of Brierley Homes schemes with the first sales anticipated in the second half
of 2021, as well as the locations of the pipeline developments which are in relatively affluent
locations. Initial indications are for a relatively busy 2020 summer in house sales with agents
currently experiencing robust demand. Emerging trends such as the desire for gardens,
more rural locations and opportunities for home working are driving a wider marketplace for
our product in North Yorkshire and will be a focus for future marketing campaigns on our
schemes. The cost of mortgages also remains historically low.

The expectation for Align is for an increased reliance upon generation of external client
business to continue into 2020/21. Potential implications of this income trend will stem from
both Teckal requirements as well as Covid-19 disruption. In addition to the furloughing of
staff following the drastic reduction to new commissions, Align are operating a just in time
approach to projects. Additionally, Align is undertaking a review with clients around whether
any of their planned works can be commissioned early as well as intensifying business
development activities; targeting long term frameworks.

As noted above, Yorwaste has seen a number of significant challenges to its business over
the last year. Looking ahead, the business is seeking a more stable platform to operate from
whilst continuing to provide a return to its shareholders through the arrangement at Allerton
Waste Recovery Park (AWRP).

New product development has been undertaken by Veritau to enhance services along with
heavy investment in professional training and back office IT systems. This ongoing
investment provides a firm foundation to both support future growth and maintain the pre-
existing client base. As 2019/20 came to an end, Veritau had to respond to the emerging
Covid-19 pandemic. All staff were set up to work from home and to deliver services
remotely. The company also created a multi-disciplinary Covid Response Team to help
coordinate the fraud prevention support provided to clients.

2019/20 Q4 Brierley Group Financial Summary

The following table sets out the 2019/20 financial position as at the year-end for North
Yorkshire County Council’s share of the Brierley Group.

Brierley Group Actuals Budget Variance
2019/20 2019/20 2019/20
£,000 £,000 £,000

Revenue 73,205 78,841 [5,638)
Cost of SalefService (65,151) (69,133) 3,982
Gross Profit B.052 9,708 (1,656)
Overheads & Other Costs [5,B37) (B,228) 392
Orther Trading Incomef({Loss) (710) (511) [(199)
Other Gains/f([Losses) (412} (417} 5
Operating Profit 1,094 2,551 (1.458)
Finance Income 137 104 32
Profit before Interest & Tax 1,230 2,656 (1.425)
Interest Paid [605) (BED) 274
Tax (Expense)/Surplus 26 (300 57
Profit after Tax 651 1,746 (1.095)

* Consolidated figures based on NYCC Brierley Group shareholding. Company financials based on 100% of traded
performance.
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North Yorkshire Education Services

The full year trading performance for NYES saw a net contribution before corporate savings
requirements. These results were broadly driven by performance in key service areas.

The fundamental challenge for NYES during 2020-21 is the effective sale and delivery of
services to Schools both during the period of temporary closure as a result of Covid-19
control measures as well as within the new operational environment following the re-opening
of sites in September 2020. While the closure of schools, academies and EY settings is
likely to impact consolidated NYES performance, the vast majority of NYES Traded Services
plan to maintain levels of provision in line with standard SLA’s as far as is possible.

Details of projected impacts and mitigating actions are limited to those Services most
adversely affected either financially or operationally by the School closures. All other
Services are operating remote working/service delivery arrangements and are currently
projecting a nil or immaterial impact upon either delivery or financial performance.

The performance by service unit was:
Property and Facilities Management

MASS out-performed its target significantly in 2019/20. This was primarily attributable to
improved monitoring and cost control throughout the traditionally volatile and costly winter
period (January to March).

These results helped to partially offset under performance on Catering Services due to the
March impact of Covid-19 combined with increased costs.

Assuming the present situation is limited to the summer term, with the majority of schools
reopening in September and opting to pay the reduced charges for untaken FSM, the
Catering Service is projecting a net nil financial impact with anticipated full-year operating
profit in line with Budget.

Building Cleaning delivered a profit for the year under target. This profit target incorporated a
significant stretch element predicated upon savings generated by vacancy management.
These savings were not fully realized during the year and the under-performance resulted
from this.

Education and Skills

The School Improvement service delivered a slight increase on profit for the year. There was
some reduction in income but this was offset by reduced staffing costs. This service has
been significantly affected by the lockdown and staff deployment has been required for the
core COVID response. Specialist Career Service produced a loss in 2019/20. A higher
income was achieved than previously forecast but still lower than target. Education
Psychology made a small contribution by managing costs, although the service did see a
reduction in traded income.

Professional Support Services

HR Advisory Services delivered a profit above target for 2019/20. Out-performance was
driven by wider sales of additional and bespoke work and training packages.

Health and Safety also outperformed their target. This was achieved by maintaining contract
work whilst controlling staffing costs.

Other services such as Employment Support Service, Financial Management Services,
Schools’ ICT and Health and Wellbeing Service also produced profits at or above target. In
the main this has been due to a combination of management of costs and seeking new
opportunities and contracts.

13
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NYnet

NYnet delivered a retained profit for the year ahead of budget. This was driven by Sales
growth and at the same time, savings have been achieved in the core network with a
migration to Dark Fibre which will increase capabilities of the network once deployed in
2020/21.

Despite the outperformance in overall trading results, NYnet did not fully achieve additional
sales targets. Sales growth will be a continued priority during 2020/21 with some sales
prospects being rendered unviable due to the Covid-19 pandemic.

NYnet has identified strategic opportunities for public sector sales growth via geographic
growth of the current product offer and the expansion of their product set with existing
Customers and Brierley Group companies. These opportunities are set to be investigated
further.

First North Law

First North Law made a small loss for the year, slightly ahead of budget. The income
shortfall for the year was offset by a saving due to the delayed purchase of a new system
and other underspends on both staffing and marketing. As the underspend on software will
not recur in 2020/21 further action will be necessary to increase income levels to avoid a
deficit in 2020/21.

The Local Authority element of the First North Law customer-base continue to work and
trade throughout the Covid-19 period and there is no associated income risk in this area.
The other main client-base is schools, and income will be dependent upon how many
schools opt to enter into new contracts amidst the disruption to their normal operation.

In terms of growth, the existing client base is unlikely to provide the required sales
progression and therefore the company will need to consider new legal markets and areas
that arise once the Covid-19 consequences are better understood. The company requires
the appointment of a new Director in order to facilitate this market expansion and drive the
business forward.

Brierley Homes

The annual trading results are broadly in line with expectations and previous forecasts,
reflecting the successful delivery and sale of all homes at the pilot scheme in Holly Grove,
Thorpe Willoughby.

There is an increasing sense of optimism amongst the profession following the general
election result in December 2019 and this stability provides a good platform from which to
build over the next five-year business plan period. The key focus for the business is to meet
market demand and deliver quality housing across North Yorkshire in a safe and timely
manner, in turn delivering shareholder value.

The availability of suitable land assets for development against an identified need and
providing a sufficient number of development options to avoid standstill periods will be vital
to the long term success of the business. Planning and political challenges presented
through planning applications to date has highlighted the need for a deeper land asset base
to cope with delays experienced in securing planning consents.

At the delivery phase, our construction partners are now all operating normally, although with
increased restrictions linked to the Covid-19 Safe Operating Procedures. These measures
are introducing programme delays and cost inflation to all construction projects and will
introduce inflationary cost pressures in the pipeline projects, placing downward pressure on
margins. Sound professional advice and revenue forecasting, competitive construction
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procurement and robust financial governance around key contract awards remain important
controls for the business to mitigate financial exposures and deliver sustained shareholder
value.

Strong political and planning officer relationships can help improve these timelines, but the
need for a wider land asset base and more choice of projects to deliver has informed the
Investment Strategy for the business over the business plan period to 2025, which is now
actively being implemented.

Align Property Partners

An outperformance on profit against budget delivered by Align Property Partners was driven
by increased External Professional fee income, while NYCC Property related trading fell
back. The expectation is for this increased reliance upon generation of external client
business to continue into 2020/21. Potential implications of this income trend will stem from
both Teckal requirements as well as Covid-19 disruption.

The Covid-19 pandemic has resulted in an unprecedented 40% reduction of construction
activity in the UK and the temporary closure of the majority of construction sites. This has led
to a dramatic reduction in new commissions during Q1 from NYCC and APP’s portfolio of
non NYCC clients; a short term reduction to income and a consequential effect on APP’s
20/21 Profit and Loss account. The key issue and challenge for APP is to rebuild its
workload via its existing and new clients, whilst operating in an increasingly competitive
market place as competitors aggressively chase reduced marked opportunities.

In addition to the furloughing of staff following the drastic reduction to new commissions,
APP is operating a just in time approach to projects. The minimum amount of staff are
retained to carry out immediately required works, thus maximising the use of the
governments job retention scheme. Additionally, APP is undertaking a review with clients
around whether any of their planned works can be commissioned early as well as
intensifying business development activities; targeting long term frameworks; and awaiting
the results of two “bids” for significant design frameworks. Financial scenarios are currently
being reviewed to further develop a strategy with the initial aim of achieving a break-even
financial position for 2020/21 although, given the current climate, this is likely to be
challenging.

Yorwaste

Yorwaste has posted a Gross Profit for the year, moving to a loss once tax and interest
liabilities are accounted for.

The underlying performance of continuing business during quarter 4 and throughout 2019/20
has been positive and ahead of budget, however the impact from legacy contracts and
uncontrollable events resulted in the reported full year loss.

Yorwaste over delivered its Tier Band 2 target which compensated for a shortfall in Local
Authority volumes arising, in part, due to Covid-19 and the closure of HWRCs.

The performance in the Transfer Segment has been strong with additional tonnage and
improved gross margin, bulk haulage has also performed to budget which is a major
improvement on the prior year. Harewood MRF has performed above budget, however
performance at Harewood compost has been less favourable. HWRC activity has been
broadly on budget and central costs have been tightly controlled. Commercial Transport has
been performing well in a challenging market and is currently broadly on budget.

This positive picture has been negated by the poor performance of the Seamer MRF in the
final year of the contract.
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The key actions to mitigate the underlying position are: Closure of the Seamer MRF, now
completed; Implementation of fire deluge systems to prevent fires causing material damage
to facilities and continued focus on cost effective operation, effective asset utilisation, staff
optimisation and business costs.

Yorwaste has also significantly mitigated impacts of the downturn in available commercial
business caused by Covid-19 by taking early action on mitigating costs. Measures
undertaken include: the business has off hired all un-utilised commercial vehicles that were
on short term arrangement; Non Teckal staff have been furloughed where appropriate and
non-essential expenditure has been minimised.

SJB Recycling

SJB posted a Net Loss after trading significantly behind budget throughout the year due to a
number of challenging circumstances impacting the company. SJB ceased trading at the end
of March 2020 as the company was unable to secure a commercially viable contract with
Leeds and Bradford Councils. This follows changes in EA regulations prohibiting co-
composting as a treatment and disposal process, which consequently resulted in a
significant increase in operating costs. These costs, combined with the requirement to lock in
a new 10-year site lease, and contract terms which provided no guarantee of volume, left the
Company with no alternative but to cease trading. There are no material costs or losses
expected in 2020/21 as a result of SJB’s closure.

Veritau

The Veritau Group’s annual Operating Profit was in line with the consolidated budget and
was made up of profits from Veritau Ltd, Veritau North Yorkshire, and Veritau Tees Valley.
External fee income across the group increased by 7.8% in 2019/20 when compared to the
prior year and the company’s client-base now includes councils, national park authorities,
police and fire services, council owned companies, schools, housing associations and a
national sports body.

Customer satisfaction has remained high with 82% of respondents rating the services
provided by Veritau as excellent or good (2018/19 — 72%). A separate survey of school
clients showed 85% rated data protection services as excellent or good.

Client retention also remained strong with 98% of clients indicating that they would continue
to purchase services in 2020/21. Doncaster Children’s Services Trust was also retained as
a client following a procurement exercise.

Other notable service developments and achievements during the year have included:

- shortlisted in two categories of the inaugural Tackling Economic Crime awards
(TECA), and for the fourth year running by the Institute of Revenues, Rating and
Valuation (IRRV) for their annual Excellence in Counter Fraud award.

- maintaining high levels of savings from counter fraud work.

- assisting City of York Council to achieve its first prosecution for adult social care
fraud and Selby District Council in its first prosecution for housing tenancy fraud.

- preparing a formalised support and development programme for new graduate
trainees.

- creating a new Marketing and Communications Officer role to improve both client and
internal communications.

- publishing a new Corporate Social Responsibility statement.

- developing a suite of data protection e-learning courses for schools.

- adopting a new group governance and decision making framework.

- implementing Xero financials across all group companies.

- significantly increasing website hits and social media activity.

- developing a new data analytics strategy and investing further in IT audit capability.
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The main issue for Veritau is maintaining the required client-base and income streams in a
competitive market, while continuing to provide the full suite of professional audit and
assurance services through the Covid-19 disruption.

New product development has been undertaken to enhance services along with heavy
investment in professional training and back office IT systems. This ongoing investment
provides a firm foundation to both support future growth and maintain the pre-existing client
base.

As 2019/20 came to an end, Veritau had to respond to the emerging COVID-19 pandemic.
All staff were set up to work from home and to deliver services remotely. The company also
created a multi-disciplinary Covid Response Team to help coordinate the fraud prevention
support provided to clients.

With some initial operational issues overcome, Veritau are able to continue to provide
services remotely and don’t perceive any short term risk to either fee income or cost control.
Some initial savings have been realised as a result of the switch to remote provision of
service.
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Shareholders Committee

Brierley Group Plan

2020-23
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Brierley Group Plan Summary

Introduction

Whilst Brierley Group concluded 2019/20 in a reasonable financial position with optimistic
notes for the future, the pandemic caused by COVID-19 not only impacted immediately but
also created significant uncertainty when looking ahead. Given that backdrop, each
company within the Group has been tasked with updating its own business plan to form an
overall Brierley Group Plan. Individual business plans can be found in Appendix C to this
report.

Current Market Conditions (2020/21)

The prevailing position is mixed across the Group whether through school closures impeding
the ability to provide services for a number of Group companies or generally due to

lockdown and the UK recession. A reasonable indicator to consider is effective utilisation of
staff; at peak lockdown in June, a total of 670 staff were placed on furlough representing
approximately 25% of the Group’s workforce. A number of staff will continue to be on
furlough curtailing in-line with Government’s funding position. This helps illustrate the
contracted nature of business since lockdown measures started earlier this year but also that
the market has not immediately bounced back to previous levels. This is reflected in the
financial forecast of the Group with an expected profit (before interest & tax) in 2020/21 of
£74k against a target of £778k.

To understand present prospects of the Brierley Group, it is important to understand the
status of its customers which can be grouped into 3 broad categories: education
establishments, local authorities and private sector.

Education establishments

Since the closure of schools in March most of the companies within the Group have either
been only able to provide limited service or no services at all. The response to that has been
— where possible — to place staff on furlough, for example within the catering service in
NYES where clearly school meals are not required. As the furlough scheme only offers
reimbursement of 80% of salary costs, logically there is a 20% hit to profits on those services
for those months where staff have been on furlough. Coupled with this, suppliers to the
Brierley Group have had to contend with their own issues of a similar nature. That pressure
therefore creates volatility at both ends of the spectrum — customers and suppliers. The
County Council has responded well to providing support to suppliers, where necessary, and
so that risk has been mitigated to some extent.

With schools reopening in September, the immediate outlook is that business will return to
some form of stability. Whilst social distancing and/or other measures, e.g. class bubbles,
remain in place, it is expected that schools will want to kick-on with their own plans and thus
require products and services such as those offered across the Brierley Group. However, it
is difficult to accurately predict exactly how much latent demand exists and therefore the
extent to which profitability will recover; existing company forecasts assume that whilst
lockdown measures are eased generally business will be in line with budget, that
assumption means that any income lost during periods of lockdown is not recovered. And —
as looking likely — if a second wave of COVID-19 occurs and further restrictions are
imposed, it will likely increase the gap to budget.
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Local authorities and other public sector bodies

Due to the nature of ‘teckal’ compliance, a significant proportion of income into the Brierley
Group is generated from North Yorkshire County Council, however the Group does have
other key clients in the public sector. Much like NYCC, those bodies have experienced
financial pressures in maintaining frontline services, as such elements of discretionary spend
have been curtailed in the short term. Overall, this has affected Align Property Partners more
so than other companies within the Group, other entities such as Veritau and NYnet have
seen continued demand for their services throughout lockdown.

Private sector

The UK’s gross domestic product (GDP), the broadest measure of economic prosperity, fell
in the second quarter of 2020/21 by 20.4% compared with the previous three months — the
biggest quarterly decline since comparable records began in 1955. And whilst the economy
appears to have recovered since then, arguably government stimuli through the furlough
scheme, ‘help out to eat out’, the stamp duty holiday and other cash measures have propped
up the economic performance of the country. It is therefore difficult to describe with
confidence on the underlying health of the UK economy and the extent to which the
commercial sector will see a wholesale return to pre-COVID-19 levels of prosperity.

Again, due the nature of ‘teckal’ compliance, the direct implications could be described as
minimal, however the overall context of cash availability will impact on sales of services
provided by the Brierley Group.

Potential second wave

It is looking more and more likely that a second wave of COVID-19 will occur with local
lockdown measures already being imposed in parts of the country and potential requirement
for further national intervention. Depending on the nature and duration of that intervention,
there is likely to be additional hinderance on the Group’s ability to achieve its short- and
medium-term financial objectives. The important action at this stage is for the individual
companies within the Group to be prepared for such an event, not least how it will support its
customers (and by extension reputation) through that period.

Looking Further Ahead (2021/22 onwards)

A great deal of research exists on potential long-term impact on global and UK economic
prospects, which presents a varied outlook. At this stage, there is little benefit in undertaking
extensive analysis on what may occur, instead the focus of the Group is on the near horizon:
maintaining a healthy financial status within the context of the circumstances and reacting to
opportunities that present themselves whether through commercial endeavours of funding
from government.

Devolution & Local Government reorganisation

The Brierley Group understands that there is continued work being undertaken both
nationally and locally in seeking devolved powers and funding from government, coupled
with exploring options for local government reorganisation. Whilst it is important to be vigilant
for any opportunities arising from that activity, there is no direct impact on the Group at this
stage.

NY Highways

Following a decision taken by North Yorkshire County Council to migrate their Highways &
Transportation service from an outsourced provider to a ‘teckal’ company — NY Highways,
action is taking place to facilitate that change. The operational go-live date is 1 June 2021
and subsequently NY Highways will supplement the Brierley Group. It is too soon for their
financial forecasts to be included within the overall Group’s Plan, instead that will be
included from 2021/22 onwards.
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Brierley Group Plan Financial Summary

The following table sets out the 2019/20 financial position as at the year-end for North
Yorkshire County Council’s share of the Brierley Group.

. Actuals Budget Variance
Brierley Group
2013/20 2019/20 2019/20
£,000 £,000 £,000
Revenue 73,203 78,841 (5,638)
Cost of Sale/Service (65,151 (59,133) 3,082
Gross Profit 8,052 9,708 (1,656)
Owerheads & Other Costs (5,837 (6,228) 392
Other Trading Income){Loss) (710) {511) {154)
Other Gains/[Losses) (412) (417) 5
Operating Profit 1,004 2,551 (1,458)
Finance Income 137 104 32
Profit before Interest & Tax 1,230 2,656 (1.425)
Interest Paid (6D05) (880) 274
Tax (Expense)fSurplus 26 (30} 57
Profit after Tax 651 1,746 (1,095)

* Consolidated figures based on NYCC Brierley Group shareholding. Company financials based on 100% of traded
performance.

The following table sets out the financial position for North Yorkshire County Council’s share
of the Brierley Group over the three-year period 2019-22:

. Actuals Budget Forecast Plan
Brierley Group
2019/20 2020/21 2020/21 2021/22
£,000 £,000 £,000 £,000
Revenue 73,203 76,430 75,878 76,821
Profit before Interest & Tax 1,230 778 74 1,407

21
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Item 5
North Yorkshire County Council
Shareholder Committee

29 September 2020
Articles of Association for NY Highways Limited

Report of the Assistant Chief Executive (Legal and Democratic Services)

Purpose of Report
To seek Shareholder approval of the Articles of Association for NY Highways Limited.
Background

The Executive approved the setup of NY Highways Limited on 16 April 2019 to deliver the
Council’'s highway maintenance function. The current contract is outsourced to Ringway
Infrastructure Services Limited.

NY Highways Limited was incorporated on 21 September 2019 as a private company limited
by shares, and is a wholly owned subsidiary of the Council.

The Company was established as a dormant company, with Model Articles of Association.
To prepare for the company to become operational from 2021, the Council needs to be able
to directly award contracts to this wholly owned company without the need for a competitive
procurement exercise.

To facilitate the direct award of contracts to NY Highways Limited, the Company needs to be
controlled by the Council as if it was an internal department. The bespoke Articles of
Association will demonstrate the Council’s control over the Company. This control element
is part of what is known as the “Teckal” exemption.

This approach will enable the Council to achieve value for money for the service and provide
greater control and flexibility over our highways service delivery.

The Teckal Exemption

The Council is a contracting authority for the purposes of the Public Contracts Regulations
2015 (the Regulations). Public contracts must be awarded in accordance with the
Regulations; however, there are certain exemptions to this.

One of these exemptions is known as the Teckal test, which is set out in Regulation 12 of the
Regulations. The basic test provides that a public contract awarded by a contracting authority
to an entity, which is owned by it, falls outside of the procurement rules where all of the
following conditions are fulfilled:

(a) the contracting authority exercises over the legal person concerned a control
which is similar to that which it exercises over its own departments;
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(b)more than 80% of the activities of the controlled legal person are carried out in the
performance of tasks entrusted to it by the controlling contracting authority or by other legal
persons controlled by that contracting authority; and

(c)there is no direct private capital participation in the controlled legal person with the
exception of non-controlling and non-blocking forms of private capital participation required
by national legislative provisions, in conformity with the Treaties, which do not exert a
decisive influence on the controlled legal person.

3.3  The first element of the Teckal test: "Control", is established where all of the following
conditions are fulfilled:

(a) itexercises a decisive influence over both strategic objectives and significant decisions of the
controlled legal person, or

(b) the control is exercised by another legal person which is itself controlled in the same way by
the contracting authority.

3.4 NY Highways Limited adopted Model Articles of Association upon incorporation under the
Companies Act 2006. These are currently not Teckal compliant, as they do not allow the
Council to have enough control over the Company.

3.5 In order to meet the ‘control’ limb of the Teckal test outlined above, the Company’s Articles
of Association need to be designed to ensure the Council as shareholder can exercise
sufficient control over the NY Highways Limited. The shareholder can exercise control over
key decisions of a Teckal Company through the requirement for unanimous approval of the
Reserved Matters in the Articles of Association.

3.6 The Articles of Association contained at Appendix 1, drafted by our external legal advisors,
Bevan Brittan, are considered to exercise sufficient control over the company to be Teckal
compliant.

3.7 The Written Resolution at Appendix 2 is the formal approval of the Articles of Association by
the shareholder, which must be signed and sent to Companies House.

4, Recommendation
4.1 The Shareholders Committee is recommended to:
() Approve the Articles of Association for NY Highways Limited; and

(i) Agree the Written Resolution be signed by the Chief Executive on behalf of the shareholder.

BARRY KHAN
Assistant Chief Executive (Legal and Democratic Services)

Author of report: Sarah Morton, Senior Solicitor Commercial Contracts and Procurement
Present of report: Barry Khan, Assistant Chief Executive (Legal and Democratic Services)

24 September 2020
Appendices:

Appendix 1 - Articles of Association
Appendix 2 —Written Resolution
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Appendix 1

THE COMPANIES ACT 2006
PRIVATE COMPANY LIMITED BY SHARES
ARTICLES OF ASSOCIATION

OF
NY HIGHWAYS LIMITED

PART 1 - INTERPRETATION

1

11

33784519.1

DEFINED TERMS

In the Articles, unless the context requires otherwise:

Accounting Reference Date means 31 March

Articles means the Company's articles of association as amended from time to time

bankruptcy includes individual insolvency proceedings in a jurisdiction other than England and Wales
or Northern Ireland which have an effect similar to that of bankruptcy

Board means the board of Directors of the Company or such of them as are present at a duly
convened and quorate meeting of the Directors

Business has the meaning given in Article 6.1

Business Plan means the operational business plan and budget of the Company as adopted and
amended in accordance with Article

Chair has the meaning given in Article 13
Chair of the Meeting has the meaning given in Article 46

Companies Acts means the Companies Acts (as defined in section 2 of the Companies Act 2006), in
so far as they apply to the Company

Company means the company governed by the Articles
Conflict has the meaning given in Article 15
Council means North Yorkshire County Council and any statutory successor

Council Director means a Director of the Company who is an employee, elected member or officer
of the Council

Council Shareholder Committee means the person(s) nominated by the Council from time to time
to act as its authorised representative(s) and on its behalf which shall be determined by the Council in
accordance with its constitution from time to time and notified to the Company in writing. References
to the Council Shareholder Committee shall be deemed to include any members thereof and any
relevant officers with delegated authority to act for the Shareholder Committee

Director means a director of the Company, and includes any person occupying the position of director,
by whatever name called

33784519.11
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Distribution Recipient has the meaning given in Article 36.2
Document includes, unless otherwise specified, any Document sent or supplied in Electronic Form
Electronic Form has the meaning given in section 1168 of the Companies Act 2006

Eligible Director means a Director who would have been entitled to vote on the matter had it been
proposed as a resolution at a meeting of the Directors

Financial Year means each accounting reference period of 12 months ending on the Accounting
Reference Date other than the First Accounting Reference Period or such longer or shorter period as
the Council shall from time to time determine.

First Accounting Reference Period means the period which shall run on and from the date of
incorporation of the Company to and including the Accounting Reference Date in the calendar year
following the date of this Agreement

fully paid in relation to a Share, means that the nominal value and any premium to be paid to the
Company in respect of that Share have been paid to the Company

Group Company means, in relation to a company:

@) any subsidiary of the Company;

(b) any parent undertaking or undertakings of the Company; and

(c) any subsidiary of any such parent undertakings

Hard Copy Form has the meaning given in section 1168 of the Companies Act 2006

Holder in relation to Shares means the person whose name is entered in the register of members as
the holder of the Shares

Independent Director means a Director appointed who is not an employee, officer or elected member
of the Council

Instrument means a Document in Hard Copy Form

ordinary resolution has the meaning given in section 282 of the Companies Act 2006
paid means paid or credited as paid

participate, in relation to a Directors' meeting, has the meaning given in Article 11
Proxy Notice has the meaning given in Article 52

Reserved Matter means any matter reserved by the Council as a reserved matter in accordance with
Article 3 including the list of reserved matters at Schedule 1 to these Articles.

Shareholder means a person who is the Holder of a Share.
Shares means shares in the Company
special resolution has the meaning given in section 283 of the Companies Act 2006

Transmittee means a person entitled to a Share by reason of the death or bankruptcy of a Shareholder
or otherwise by operation of law
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1.2

1.3

1.4
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1.6

1.7

1.8

1.9

1.10

1.11

1.12

1.13

1.14

1.15

writing means the representation or reproduction of words, symbols or other information in a visible
form by any method or combination of methods, whether sent or supplied in Electronic Form or
otherwise

Unless the context otherwise requires, other words or expressions contained in the Articles bear the
same meaning as in the Companies Act 2006 as in force on the date when the Articles become binding
on the Company.

A reference to a person shall include a reference to an individual, firm, company, corporation,
partnership, unincorporated body of persons, government, state or agency of a state or any
association, trust, joint venture or consortium (whether or not having separate legal personality) and
that person's personal representatives, successors, permitted assigns and permitted transferees.

Unless the context otherwise requires, words in the singular shall include the plural and in the plural
shall include the singular.

Unless the context otherwise requires, a reference to one gender shall include a reference to the other
genders.

A reference to a statute or statutory provision is a reference to it as amended, extended or re-enacted
from time to time.

A reference to a statute or statutory provision shall include all subordinate legislation made from time
to time under that statute or statutory provision.

A reference to a regulation includes any regulation, rule, official directive, request or guideline
(whether or not having the force of law) of any governmental, inter-governmental or supranational
body, agency, department or regulatory, self-regulatory or other authority or organisation.

A reference to writing or written includes email but not fax.

A reference to any agreement or document (or any provision of it) referred to in the Articles is a
reference to that agreement or document (or the relevant provision of it) as varied, amended or
supplemented (in each case, other than in breach of the provisions of that agreement or document)
from time to time.

Any words following the terms including, include, in particular, for example or any similar
expression shall be construed as illustrative and shall not limit the sense of the words, description,
definition, phrase or term preceding those terms.

A reference to an amendment includes a novation, re-enactment, supplement or variation (and
amended shall be construed accordingly).

A reference to determines or determined means, unless the contrary is indicated, a determination
made at the absolute discretion of the person making it.

References to a month shall be construed as a reference to a period starting on one day in a calendar
month and ending on the day immediately preceding the numerically corresponding day in the next
calendar month or, if there is no numerically corresponding day in the next calendar month, the last
day in the next calendar month; and

The expressions body corporate, holding company, subsidiary, parent undertaking, subsidiary
undertaking and parent company shall have the respective meanings given in the Companies Act
2006, and, for the purposes of sections 1159(1) and 1162(2)(b) and (d) of that Act, a company or
undertaking (the first person) shall be treated as a member of another company or undertaking if:

1.15.1 any of the first person's subsidiaries or subsidiary undertakings is a member of that other
company or undertaking; or
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1.15.2 any shares or capital interests in that other company or undertaking are held by a person
acting on behalf of the first person or any of its subsidiaries or subsidiary undertakings; or

1.15.3 any shares or capital interests in that other company or undertaking are registered in the
name of a person (or its nominee) by way of security or in connection with the granting of
security over those shares or capital interests by the first person.

In the case of a limited liability partnership which is (or might constitute) a subsidiary or
subsidiary undertaking of a company or another limited liability partnership, sections 1159
and 1162 of the Companies Act 2006 shall be amended so that:

(&) references in sections 1159(1)(a) and (c) and 1162(2)(a) and (d) to "voting rights"
are to the members' rights to vote on all or substantially all matters which are decided
by a vote of the members of the limited liability partnership; and

(b)  references in sections 1159(1)(b) and 1162(2)(b) to the "right to appoint or remove
a majority of its board of directors" is to the right: (i) to appoint or remove a majority
of the directors (or equivalent) of that limited liability partnership; or (ii) if no such
directors (or equivalent) exist by virtue of the constitution of that limited liability
partnership, members holding a majority of the voting rights,

and unless the context otherwise requires, the application of the definitions of body
corporate, holding company, subsidiary, parent undertaking, subsidiary undertaking and
parent company shall apply as to the relevant company or undertaking as it is at that time.

PART 2 - DIRECTORS

DIRECTORS' POWERS AND RESPONSIBILITIES

2

3.1

3.2

3.3

4.1

DIRECTORS' GENERAL AUTHORITY

Subiject to the Articles, the Directors are responsible for the management of the Company's business,
for which purpose they may exercise all the powers of the Company.

SHAREHOLDERS' RESERVE POWER AND RESERVED MATTERS

The Council may, by special resolution, direct the Directors to take, or refrain from taking, specified
action.

No such special resolution invalidates anything which the Directors have done before the passing of
the resolution.

Insofar as a matter is a Reserved Matter relating to the Company, the Company shall not make any
decision in relation to, or undertake, that Reserved Matter except with the prior written consent of the
Council and such consent shall be sought with the intention to facilitate decisions being given by the
Council as quickly as reasonably practicable.

DIRECTORS MAY DELEGATE

Subject to the Articles, the Directors may delegate any of the powers which are conferred on them
under the Articles as follows:

411 to such person or committee;

4.1.2 by such means (including by power of attorney);
4.1.3 to such an extent;

414 in relation to such matters or territories; and
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4.2

4.3

51

5.2

6.1

6.2

6.3

4.1.5 on such terms and conditions,
as they think fit.

If the Directors so specify, any such delegation may authorise further delegation of the Directors'
powers by any person to whom they are delegated.

The Directors may revoke any delegation in whole or part, or alter its terms and conditions.
COMMITTEES

Committees to which the Directors delegate any of their powers must follow procedures which are
based as far as they are applicable on those provisions of the Articles which govern the taking of
decisions by Directors.

The Directors may make rules of procedure for all or any committees, which prevail over rules derived
from the Articles if they are not consistent with them.

THE BUSINESS AND BUSINESS PLANNING

The business of the Company (Business) shall be to deliver the Council’s statutory function to
maintain the highways maintainable at public expense; winter maintenance; surface dressing; street
cleansing; maintenance of the street lighting on the highway; maintenance of the Council’s vehicle
fleet; delivery of highway improvement schemes; construction works and other similar works in
accordance with any Business Plan then in force or as otherwise determined by the Shareholder from
time to time.

The Company shall prepare in respect of each Financial Year a Business Plan to include:

6.2.1 an annual operating revenue plan and capital expenditure requirements (including details
of funding sources);

6.2.2 a balance sheet forecast;

6.2.3 a minimum three year term financial strategy plan to include (amongst other items) all
proposed investments, borrowings and new business of the Company and a list of key risks
of its business;

6.2.4 long term projections to cover a period of three years from the 15t June ;

6.2.5 a plan for the use of any surpluses made in each Financial Year including the making of
any distribution of profit subject to the provisions of the Companies Act 2006;

6.2.6 an annual profit and loss account and cashflow statement;

6.2.7 any risks and opportunities for the Company;

6.2.8 a report of Health and Safety and Environmental issues for the Company; and

6.2.9 _such_(_)ther content as the Council may require from time to time and notify to the Company
in writing.

The Business Plan for a given Financial Year shall be:
6.3.1 prepared by the Board and circulated by the Board to the Council in draft form not less than

two months prior to the end of the Financial Year preceding the Financial Year to which the
draft Business Plan relates; and
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6.4

7.1

7.2

7.3

7.4

7.5

6.3.2 considered and, if thought fit, approved as soon as possible by the Council and in any event
within two months of the date of receipt of the draft Business Plan from the Board.

The parties agree to work both together and with any third parties where required in good faith, to
procure that each Business Plan is prepared and approved in accordance with articles 6.2 and 6.3and
that the business of the Company is carried out, where appropriate, to interface as seamlessly as
possible with the operations and services of the Council.

PROVISION OF INFORMATION

The Company shall provide to the Council:

7.1.1 draft annual accounts in accordance with a timetable as agreed with the Council;
7.1.2 final audited annual accounts by 31 December in each Financial Year;
7.1.3 minutes of all Board meetings within 20 Business Days after the relevant Board meeting to

which they relate;

7.1.4 all information required to be provided pursuant to any other contractual commitments,
within a timescale agreed with the Council; and

7.1.5 any other information reasonably required by the Council from time to time.

The Company shall respond promptly to all reasonable requests from the Council for clarification of
any parts of the information and shall forthwith upon such request supply any additional information
and/or evidence that the Council may require.

The Council and its authorised representatives shall have the right during the standard working hours
of the Council (as prescribed by the Council’s policies from time to time), on giving to the Company
reasonable advance notice, and at the Council's own cost, to inspect the books and records of the
Company from time to time and to be supplied with all information in such form as it or they may
reasonably require to keep the Council properly informed about the business and affairs of the
Company and shall have the right to take copies of any such books and records or parts thereof.

The Company agrees that it shall give notice of any Directors' meeting to the Council at the same time
as it gives naotice to the Directors.

The Company shall immediately notify the Council of:

7.5.1 any legal action (potential, threatened or actual) of which it becomes aware which has been
commenced by or against the Company; and

7.5.2 any matter of which it is aware which may bring the Company or the Council into disrepute.

DECISION-MAKING BY DIRECTORS

8

8.1

8.2

8.3

DIRECTORS TO TAKE DECISIONS COLLECTIVELY

The general rule about decision-making by Directors is that any decision of the Directors must be
either a majority decision at a meeting or a decision taken in accordance with Article 9.

If only one Director is eligible to vote on any authorisation required under Article 15, the general rule
does not apply and the Eligible Director may take decisions in relation to the relevant matter without
regard to any of the provisions in the Articles relating to Directors' decision-making.

Each Council Director shall (so long as he or she is an Eligible Director) be entitled to cast two votes

on any resolution put to the Directors. In the event that a Council Director (who would have been an
Eligible Director) is absent, those Council Directors present at the meeting (who are also Eligible
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8.4

9.1

9.2

9.3

10

10.1

10.2

10.3

10.4

11

111

Directors) can cast the absent Council Director’s vote. Any Director other than a Council Director shall
(so long as he or she is an Eligible Director) be entitled to cast one vote on any resolution put to the
Directors.

If the numbers of votes for and against a proposal are equal, the Chair shall not have a casting vote.

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, copies of which have been signed by
each Eligible Director 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 notice of the meeting to the Directors and the
Com_mcil in accordance with Article 10.2 or by authorising the company secretary (if any) to give such
notice.

A meeting of the Directors must be called by at least seven days' notice unless either:

10.2.1 the Directors and the Council unanimously agree otherwise; or

10.2.2 urgent circumstances require shorter notice.

Notice of any Directors' meeting must include:

10.3.1 its proposed date and time;

10.3.2 where it is to take place;

10.3.3 if it is anticipated that persons participating in the meeting will not be in the same place,
how it is proposed that they should communicate with each other during the meeting;

10.3.4 an agenda specifying in reasonable detail the matters to be raised at the meeting or the
committee meeting; and

10.3.5 copies of any papers to be discussed at the meeting or the committee meeting.

Notice of a Directors' meeting need not be given to Directors who waive their entitlement to notice of
that meeting, by giving notice to that effect to the Company not more than 7 days after the date on
which the meeting is held. Where such notice is given after the meeting has been held, that does not
affect the validity of the meeting, or of any business conducted at it.

PARTICIPATION IN DIRECTORS' MEETINGS

Subject to the Articles, Directors participate in a Directors' meeting, or part of a Directors' meeting,
when:

11112 the meeting has been called and takes place in accordance with the Articles; and

11.1.2 they can each communicate to the others any information or opinions they have on any
particular item of the business of the meeting.
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11.2

11.3

11.4

12

12.1

12.2

12.3

12.4

13

131

13.2

13.3

14

14.1

14.2

In determining whether Directors are participating in a Directors' meeting, it is irrelevant where any
Director is or how they communicate with each other.

If all the Directors participating in a meeting are not in the same place, they may decide that the
meeting is to be treated as taking place wherever any of them is.

The Council Shareholder Committee shall have the right to receive notice of and nominate person(s)
to attend (but not vote at) any Board meetings and receive papers in relation to such meetings at the
same time as those papers are given to the Directors.

QUORUM FOR DIRECTORS' MEETINGS

At a Directors' meeting, unless a quorum is participating, no proposal is to be voted on, except a
proposal to call another meeting.

Subject to Article 8.2, the quorum for a Directors’ meeting shall be two Directors including at least one
Council Director.

If the total number of Directors for the time being is less than the quorum required, the Directors must
not take any decision other than a decision:

12.3.1 to appoint further Directors; or

12.3.2 to call a general meeting so as to enable the Shareholders to appoint further Directors.

If a quorum is not present with half an hour from the time appointed for the meeting, or during a meeting
a quorum ceases to be present, the meeting shall be adjourned to such time and place as the Directors
may determine in accordance with the Articles.

CHAIRING OF DIRECTORS' MEETINGS

The person appointed pursuant to Article 13.2or Article 13.3(as the case may be) shall be known as
the Chair.

With the prior written consent of the Council, the Directors may:

13.2.1 appoint a person chair of the Directors;

13.2.2 determine the period for which he is to hold office; and

13.2.3 at any time remove him from office.

If at the date and time of a meeting of the Directors no person has been appointed as Chair pursuant
to Article 13.2, then the participating Directors at that meeting may appoint a Director present to chair
the meeting. The participating Directors may also terminate the appointment of a person as Chair
made under this Article 13.3at any time during the meeting at which he is appointed.

CONFLICTS OF INTEREST — TRANSACTIONS OR ARRANGEMENTS WITH THE COMPANY
The relevant provisions of the Companies Act 2006 (including, without limitation, sections 177 and
182) shall apply in relation to declarations of interest in proposed and existing transactions or
arrangements with the Company.

Provided that he has disclosed to the Directors the nature and extent of any interest of his in
accordance with and to the extent required by the Companies Act 2006, a Director notwithstanding

his office:

14.2.1 may be a party to, or otherwise interested in, any contract with the Company or a Group
Company of the Company or in which either or both of them is/are otherwise interested;
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14.3

14.4

15

15.1

15.2

15.3

154

155

14.2.2 may be a director or other officer of, employed by, a party to any contract with, or otherwise
interested in, the Council, any Group Company of the Company or in any body corporate
promoted by the Company, the Council, or a Group Company of the Company, or in which
any of them is/are interested; and

14.2.3 may act by himself or his firm in a professional capacity for the Company (otherwise than
as auditor).

For the purposes of this Article 14:

14.3.1 a Director shall be deemed to have disclosed the nature and extent of an interest which
consists of him being a director, officer or employee of the Council or any Group Company
of the Company; and

14.3.2 a general notice given to the Directors that a Director is to be regarded as having an interest
of the nature and extent specified in the notice in any contract in which a specified person
or class of persons is interested shall be deemed to be a disclosure that the Director has
an interest in any such contract of the nature and extent so specified.

Where a Director is a director, officer, or employee of the Council or a Group Company of the
Company, he:

14.4.1 may in exercising his independent judgment take into account the success of the Council
or Group Company as well as the success of the Company; and

14.4.2 shall in the exercise of his duties have a duty of confidentiality to the Council or Group
Company in relation to confidential information of the Council or Group Company, but he
shall not be restricted by any duty of confidentiality to the Company from providing
information to the Council or Group Company except as may be imposed under Article
15.5.

CONFLICTS OF INTEREST REQUIRING BOARD AUTHORISATION

The Directors may authorise any matter which would otherwise involve a Director (a Relevant
Director) breaching his duty under section 175 of the Companies Act 2006 to avoid a situation in
which he has, or can have, a direct or indirect interest that conflicts, or possibly may conflict, with the
interests of the Company (a Conflict).

Any Director (including the Relevant Director) may propose that the Relevant Director be authorised
in relation to any matter the subject of a Conflict. Such proposal and any authority given by the
Directors shall be effected in the same way that any other matter may be proposed to and decided
upon by the Directors under the Articles save that the Relevant Director (and any Director) shall not
count towards the quorum nor vote on any resolution giving such authority.

Where the Directors give authority in relation to a Conflict:

1531 the terms of the authority shall be recorded in writing (but the authority shall be effective
whether or not the terms are so recorded); and

15.3.2 the Directors may revoke or vary such authority at any time but this will not affect anything
done by the Relevant Director prior to such revocation in accordance with the terms of such
authority.

A Conflict in relation to a Director arising solely as a result of him being a director, officer or employee
of the Council or any Group Company of the Company shall be deemed to have been authorised for
the purposes of this Article 15 and section 175 of the Companies Act 2006.

Where Article 15.4 above applies or the Directors otherwise gives authority in relation to a Conflict, or
where any of the situations referred to in Article 14 (a Permitted Situation) applies:
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15.6

16

16.1

16.2

16.3

16.4

17

18

15.5.1 the Directors may (whether at the relevant time or subsequently) (i) require that the
Relevant Director is excluded from the receipt of information, the participation in discussion
and/or the making of decisions (whether at Directors meetings or otherwise) related to the
Conflict or Permitted Situation; and (ii) impose upon the Relevant Director such other terms
for the purpose of dealing with the Conflict as they may determine;

15.5.2 the Relevant Director will be obliged to conduct himself in accordance with any terms
imposed by the Directors in relation to the Conflict or Permitted Situation; and

15.5.3 the Directors may provide that where the Relevant Director obtains (otherwise than through
his position as a Director of the Company) information that is confidential to a third party,
the Director will not be obliged to disclose that information to the Company, or to use or
apply the information in relation to the Company's affairs, where to do so would amount to
a breach of that confidence.

A Director shall not, by reason of his office or of the fiduciary relationship thereby established, be liable
to account to the Company or the Council for any remuneration, profit or other benefit realised by
reason of his having any type of interest in a Conflict authorised under this Article or in any Permitted
Situation and no contract shall be liable to be avoided on the grounds of a Director having any such
interest.

EFFECT OF DIRECTORS' INTERESTS ON QUORUM AND VOTING

Subject where applicable to disclosure in accordance with the Articles and subject to any terms
imposed by the Directors in relation to any Conflict or Permitted Situation, a Director shall be entitled
to vote in respect of any matter in which he is interested directly or indirectly (where that interest arises
by virtue of a Conflict which has been authorised or a Permitted Situation) and if he shall do so his
vote shall be counted and, whether or not he does, his presence at the meeting shall be taken into
account in ascertaining whether a quorum is present.

However, a Director shall not be entitled to vote in respect of any other matter in which he is interested
directly or indirectly and his presence at the meeting shall not be taken into account in ascertaining
whether a quorum is present.

Subject to Article 16.4 below, if a question arises at a meeting of Directors or of a committee of
Directors as to the right of a Director to participate in the meeting (or part of the meeting) for voting or
quorum purposes, the question may, before the conclusion of the meeting, be referred to the Chair
whose ruling in relation to any Director other than the Chair is to be final and conclusive.

If any question as to the right to participate in the meeting (or part of the meeting) should arise in
respect of the Chair, the question is to be decided by a decision of the Directors at that meeting, for
which purpose the Chair is not to be counted as participating in the meeting (or that part of the meeting)
for voting or quorum purposes.

RECORDS OF DECISIONS TO BE KEPT

The Directors must ensure that the Company keeps a record, in writing, for at least ten years from the
date of the decision recorded, of every unanimous or majority decision taken by the Directors.

DIRECTORS' DISCRETION TO MAKE FURTHER RULES

Subject to the Articles, the Directors may make any rule which they think fit about how they take
decisions, and about how such rules are to be recorded or communicated to Directors.

APPOINTMENT OF DIRECTORS

19

191

METHODS OF APPOINTING DIRECTORS

The board of Directors shall comprise of a minimum of three Directors and a maximum of six Directors
to include:

10
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19.2

19.3

194

19.5

19.6

20

20.1

21

21.1

19.1.1 at least 2 Council Directors appointed in accordance with Article 19.3 ; and

19.1.2 at least 1 Independent Director shall be appointed by the Board in accordance with Article
19.4

Any person who is willing to act as a Director, and is permitted by law to do so, may be appointed as
a Director in accordance with these Articles.

Subject to the Articles, any appointment(s) or termination(s) of a Council Director shall be effected by
the Council, giving notice in writing to the Company, with the date of appointment or termination
effective on the date on which the notice from the Council is received by the Company, or if a later
date is specified in the notice, on that date.

Independent Directors shall be appointed by a resolution of the Directors, subject to the prior written
approval of the Council.

The Council may at any time appoint any person to be a Director, whether as an additional Director or

to fill a vacancy, and may remove from office any Director howsoever appointed and any alternate

Director. Any such appointment or removal shall be effected by an ordinary resolution or otherwise

by notice in writing to the Company by the Council. Any such appointment or removal shall take effect:

19.5.1 if it is effected by ordinary resolution, at the point the resolution is passed; and

19.5.2 if it is effected by notice in writing to the Company, when it is delivered to the registered
office of the Company or, if it is produced at a meeting of the Directors, when it is so
produced or, if sent by electronic means to an address generally used by the Company,
when it is sent.

Any removal pursuant to this Article 19 shall be without prejudice to any claim that a director may have
under any contract between him and the company.

TERMINATION OF A DIRECTOR'S APPOINTMENT
A person ceases to be a Director as soon as:
20.1.1 the Council notifies the Company that the individual is to be removed as a Director;

20.1.2 the Council serves notice to remove the Director in accordance with Article 19.5, and such
notice has taken effect in accordance with its terms;

20.1.3 that person ceases to be a Director by virtue of any provision of the Companies Act 2006
or is prohibited from being a Director by law;

20.1.4 a bankruptcy order is made against that person;

20.1.5 a composition is made with that person's creditors generally in satisfaction of that person's
debts;

20.1.6 a registered medical practitioner who is treating that person gives a written opinion to the
Company stating that that person has become physically or mentally incapable of acting
as a Director and may remain so for more than three months; or

20.1.7 notification is received by the Company from the Director that the Director is resigning from
office, and such resignation has taken effect in accordance with its terms.

DIRECTORS' REMUNERATION AND EXPENSES

Any remuneration of the Directors shall require the prior approval of the Council.

11
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21.2

22

221

22.2

22.3

224

22.5

22.6

22.7

22.8

229

Any policy regarding expenses of Directors (and alternate Directors) shall be determined by the
Council.

ALTERNATE DIRECTORS

Any Council Director (the Appointor) may appoint any person (whether or not a Director) to be his or
her alternate to exercise the Appointor's powers, and carry out the Appointor's responsibilities, in
relation to the taking of decisions by the Directors, in the absence of the Appointor. A person may be
appointed an alternate by more than one Director.

Any appointment or removal of an alternate must approved in writing by the Council and be effected
by notice in writing to the Company (and to the alternate, on removal) signed by the Appointor, or in
any other manner approved by the Directors.

The notice must:

22.3.1 identify the proposed alternate; and

22.3.2 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 Appointor.

An alternate has the same rights, in relation to any decision of the Directors, as the alternate's
Appointor.

Except as the Articles specify otherwise, alternates:

225.1 are deemed for all purposes to be Directors;

2252 are liable for their own acts and omissions;

2253 are subject to the same restrictions as their Appointors; and
2254 are not deemed to be agents of or for their Appointors,

and, in particular (without limitation), each alternate 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 but not a Director may, subject to him being an Eligible Director:

22.6.1 be counted as participating for the purposes of determining whether a quorum is present
at a meeting of Directors (but only if that person's Appointor is an Eligible Director and is
not participating); and

22.6.2 participate in a unanimous decision of the Directors (but only if his Appointor is an Eligible
Director in relation to that decision, and does not himself participate).

A Director who is also an alternate is entitled, in the absence of his Appointor(s), to a separate vote
on behalf of each Appointor (provided that an Appointor is an Eligible Director in relation to that
decision), in addition to his own vote on any decision of the Directors.

An alternate 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 from the Company any remuneration in his
capacity as an alternate 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.

A person's appointment as an alternate (in respect of a particular Appointor) terminates:

229.1 when the alternate's Appointor revokes the appointment by notice to the Company and the
alternate in writing specifying when it is to terminate; or

12
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22.9.2 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; or

22.9.3 when the alternate's Appointor ceases to be a Director for whatever reason.

PART 3 - SHARES AND DISTRIBUTIONS

SHARES

23

23.1

23.2

24

24.1

24.2

24.3

25

26

26.1

26.2

27

27.1

27.2

ROLE OF SHAREHOLDER COMMITTEE

Any notice to or from the Council shall be sent to or from the Council Shareholder Committee. Where
a consent or approval is expressed in these Articles to be required of the Council, it shall be given by
the Council Shareholder Committee. Such consent or approval shall be given in writing in advance of
the decision or matter requiring consent or approval and the Council shall use its reasonable
endeavours to communicate any such decision, consent or approval (including any decision not to
give consent or approval) to the Company within a period of 30 days from receipt of the requests
provided that the Council shall not be deemed to have made a decision or given its consent or approval
by virtue of the fact that it has not communicated the same within that time limit. Where the Company
requires the Council to make any decision or provide any consent or approval, the Company shall
provide such material information as the Council may require to enable it to consider the decision,
consent or approval in question.

Once a consent or approval is given in accordance with Article 23.1 then, to the extent a special or an
ordinary resolution is required pursuant to the Companies Acts or otherwise, the Company shall
prepare and circulate to the Council a draft resolution for consideration and, if thought fit, approval by
the Council.

APPOINTMENT OF SHAREHOLDERS

The subscribers to the Memorandum are the first Shareholders.

No person shall be admitted as a Shareholder unless they are approved unanimously by the
Shareholders.

The Directors or company secretary (if appointed) must keep a register of names and addresses of
the Shareholders.

LIABILITY OF SHAREHOLDERS
The liability of the Shareholders is limited to the amount, if any, unpaid on the Shares held by them.
ALL SHARES TO BE FULLY PAID UP

No Share is to be issued for less than the aggregate of its nominal value and any premium to be paid
to the Company in consideration for its issue.

This does not apply to Shares taken on the formation of the Company by the subscribers to the
Company's Memorandum.

POWERS TO ISSUE DIFFERENT CLASSES OF SHARE

Subiject to the Articles, but without prejudice to the rights attached to any existing Share, the Company
may issue Shares with such rights or restrictions as may be determined by ordinary resolution.

The Company may issue Shares which are to be redeemed, or are liable to be redeemed at the option
of the Company or the Holder, and the Directors may determine the terms, conditions and manner of
redemption of any such Shares.
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28

29

20.1

29.2

29.3

29.4

29.5

30

30.1

30.2

31

31.1

31.2

31.3

COMPANY NOT BOUND BY LESS THAN ABSOLUTE INTERESTS

Except as required by law, no person is to be recognised by the Company as holding any Share upon
any trust, and except as otherwise required by law or the Articles, the Company is not in any way to
be bound by or recognise any interest in a Share other than the Holder's absolute ownership of it and
all the rights attaching to it.

SHARE CERTIFICATES

The Company must issue each Shareholder, free of charge, with one or more certificates in respect
of the Shares which that Shareholder holds.

Every certificate must specify:

29.21 in respect of how many Shares, of what class, it is issued,;

29.2.2 the nominal value of those Shares;

29.2.3 that the Shares are fully paid; and

29.2.4 any distinguishing numbers assigned to them.

No certificate may be issued in respect of Shares of more than one class.

If more than one person holds a Share, only one certificate may be issued in respect of it.
Certificates must be executed in accordance with the Companies Act 2006.
REPLACEMENT SHARE CERTIFICATES

If a certificate issued in respect of a Shareholder's Shares is:

30.1.1 damaged or defaced; or

30.1.2 said to be lost, stolen or destroyed,

that Shareholder is entitled to be issued with a replacement certificate in respect of the same Shares.
A Shareholder exercising the right to be issued with such a replacement certificate:

30.2.1 may at the same time exercise the right to be issued with a single certificate or separate
certificates;

30.2.2 must return the certificate which is to be replaced to the Company if it is damaged or
defaced; and

30.2.3 must comply with such conditions as to evidence, indemnity and the payment of a
reasonable fee as the Directors decide.

SHARE TRANSFERS

Shares may be transferred by means of an Instrument of transfer in any usual form or any other form
approved by the Directors, which is executed by or on behalf of the transferor.

No fee may be charged for registering any Instrument of transfer or other Document relating to or
affecting the title to any Share.

The Company may retain any Instrument of transfer which is registered.
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31.4

315

32

32.1

32.2

32.3

33

33.1

33.2

33.3

34

The transferor remains the Holder of a Share until the transferee's name is entered in the register of
members as Holder of it.

The Directors may refuse to register the transfer of a Share, and if they do so, the Instrument of transfer
must be returned to the transferee with the notice of refusal unless they suspect that the proposed
transfer may be fraudulent.

TRANSMISSION OF SHARES

If title to a Share passes to a Transmittee, the Company may only recognise the Transmittee as having
any title to that Share.

A Transmittee who produces such evidence of entitlement to Shares as the Directors may properly
require:

32.2.1 may, subject to the Articles, choose either to become the Holder of those Shares or to have
them transferred to another person; and

32.2.2 subject to the Articles, and pending any transfer of the Shares to another person, has the
same rights as the Holder had.

However, Transmittees do not have the right to attend or vote at a general meeting, or agree to a
proposed written resolution, in respect of Shares to which they are entitled, by reason of the Holder's
death or bankruptcy or otherwise, unless they become the holders of those Shares.

EXERCISE OF TRANSMITEES' RIGHTS

Transmittees who wish to become the holders of Shares to which they have become entitled must
notify the Company in writing of that wish.

If the Transmittee wishes to have a Share transferred to another person, the Transmittee must execute
an Instrument of transfer in respect of it.

Any transfer made or executed under this Article is to be treated as if it were made or executed by the
person from whom the Transmittee has derived rights in respect of the Share, and as if the event
which gave rise to the transmission had not occurred.

TRANSMITEES BOUND BY PRIOR NOTICES
If a notice is given to a Shareholder in respect of Shares and a Transmittee is entitled to those Shares,

the Transmittee is bound by the notice if it was given to the Shareholder before the Transmittee's name
has been entered in the register of members.

DIVIDENDS AND OTHER DISTRIBUTIONS

35

35.1

35.2

35.3

35.4

PROCEDURE FOR DECLARING DIVIDENDS

The Company may by ordinary resolution declare dividends, and the Directors may decide to pay
interim dividends.

A dividend must not be declared unless the Directors have made a recommendation as to its amount.
Such a dividend must not exceed the amount recommended by the Directors.

No dividend may be declared or paid unless it is in accordance with Shareholders' respective rights.
Unless the Shareholders' resolution to declare or Directors' decision to pay a dividend, or the terms

on which Shares are issued, specify otherwise, it must be paid by reference to each Shareholder's
holding of Shares on the date of the resolution or decision to declare or pay it.
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35.5

35.6

35.7

36

36.1

36.2

37

37.1

38

38.1

38.2

38.3

If the Company's share capital is divided into different classes, no interim dividend may be paid on
Shares carrying deferred or non-preferred rights if, at the time of payment, any preferential dividend is
in arrears.

The Directors may pay at intervals any dividend payable at a fixed rate if it appears to them that the
profits available for distribution justify the payment.

If the Directors act in good faith, they do not incur any liability to the holders of Shares conferring
preferred rights for any loss they may suffer by the lawful payment of an interim dividend on Shares
with deferred or non-preferred rights.

PAYMENT OF DIVIDENDS AND OTHER DISTRIBUTIONS

Where a dividend or other sum which is a distribution is payable in respect of a Share, it must be paid
by one or more of the following means:

36.1.1 transfer to a bank or building society account specified by the Distribution Recipient either
in writing or as the Directors may otherwise decide; or

36.1.2 any other means of payment as the Directors agree with the Distribution Recipient either
in writing or by such other means as the Directors decide.

In the Articles, the Distribution Recipient means, in respect of a Share in respect of which a dividend
or other sum is payable:

36.2.1 the Holder of the Share; or

36.2.2 if the Share has two or more joint holders, whichever of them is named first in the register
of members; or

36.2.3 if the Holder is no longer entitled to the Share by reason of death or bankruptcy their
executor or trustee in bankruptcy; or

36.2.4 otherwise by operation of law, the Transmittee.
NO INTEREST ON DISTRIBUTIONS

The Company may not pay interest on any dividend or other sum payable in respect of a Share unless
otherwise provided by:

37.1.1 the terms on which the Share was issued; or

37.1.2 the provisions of another agreement between the Holder of that Share and the Company.
UNCLAIMED DISTRIBUTIONS

All dividends or other sums which are:

38.1.1 payable in respect of Shares; and

38.1.2 unclaimed after having been declared or become payable,

may be invested or otherwise made use of by the Directors for the benefit of the Company until
claimed.

The payment of any such dividend or other sum into a separate account does not make the Company
a trustee in respect of it.

If:
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39

39.1

39.2

40

40.1

38.3.1 twelve years have passed from the date on which a dividend or other sum became due for
payment; and

38.3.2 the Distribution Recipient has not claimed it,

the Distribution Recipient is no longer entitled to that dividend or other sum and it ceases to remain
owing by the Company.

NON-CASH DISTRIBUTIONS

Subject to the terms of issue of the Share in question, the Company may, by ordinary resolution on
the recommendation of the Directors, decide to pay all or part of a dividend or other distribution payable
in respect of a Share by transferring non-cash assets of equivalent value (including, without limitation,
Shares or other securities in any Company).

For the purposes of paying a non-cash distribution, the Directors may make whatever arrangements
they think fit, including, where any difficulty arises regarding the distribution:

39.2.1 fixing the value of any assets;

39.2.2 paying cash to any Distribution Recipient on the basis of that value in order to adjust the
rights of recipients; and

39.2.3 vesting any assets in trustees.
WAIVER OF DISTRIBUTIONS

Distribution Recipients may waive their entitlement to a dividend or other distribution payable in respect
of a Share by giving the Company notice in writing to that effect, but if:

40.1.1 the Share has more than one Holder; or

40.1.2 more than one person is entitled to the Share, whether by reason of the death or bankruptcy
of one or more joint holders, or otherwise,

the notice is not effective unless it is expressed to be given, and signed, by all the Holders or persons
otherwise entitled to the Share.

CAPITALISATION OF PROFITS

41

411

41.2

AUTHORITY TO CAPITALISE AND APPROPRIATION OF CAPITALISED SUMS

Subiject to the Articles, the Directors may, if they are so authorised by an ordinary resolution:

4111 decide to capitalise any profits of the Company (whether or not they are available for
distribution) which are not required for paying a preferential dividend, or any sum standing
to the credit of the Company's share premium account or capital redemption reserve; and

41.1.2 appropriate any sum which they so decide to capitalise (a capitalised sum) to the persons
who would have been entitled to it if it were distributed by way of dividend (the persons
entitled) and in the same proportions.

Capitalised sums must be applied:

41.2.1 on behalf of the persons entitled; and

41.2.2 in the same proportions as a dividend would have been distributed to them.
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41.3

41.4

41.5

Any capitalised sum may be applied in paying up new Shares of a nominal amount equal to the
capitalised sum which are then allotted credited as fully paid to the persons entitled or as they may
direct.

A capitalised sum which was appropriated from profits available for distribution may be applied in
paying up new debentures of the Company which are then allotted credited as fully paid to the persons
entitled or as they may direct.

Subject to the Articles, the Directors may:

4151 apply capitalised sums in accordance with Articles 41.3 and 41.4 partly in one way and
partly in another;

41.5.2 make such arrangements as they think fit to deal with Shares or debentures becoming
distributable in fractions under this Article (including the issuing of fractional certificates or
the making of cash payments); and

41.5.3 authorise any person to enter into an agreement with the Company on behalf of all the
persons entitled which is binding on them in respect of the allotment of Shares and
debentures to them under this Article.

PART 4 - DECISION-MAKING BY SHAREHOLDERS

42

WRITTEN RESOLUTIONS

A resolution of the Shareholder (or class thereof) may be passed as a written resolution in accordance
with Chapter 2 of Part 13 of the Companies Act 2006.

ORGANISATION OF GENERAL MEETINGS

43

43.1

43.2

43.3

43.4

435

GENERAL MEETINGS

The Council shall appoint and may remove or replace, the Council Shareholder Committee (or any
member thereof) in accordance with its constitution and will provide notice in writing to the Company,
in accordance with section 323 of the Companies Act 2006, to act as the representative of the Council
in accordance with the Articles.

Notice of a general meeting shall be given in Hard Copy Form, in Electronic Form or by means of a
website, provided that the Company complies with any requirements relating to the giving of notice
under the Companies Act 2006.

Any Director or the company secretary (if any) shall send notice of a general meeting to the Council
Shareholder Committee, the Council, every Director and any other person required by law to be sent
such notice.

Notice of a general meeting shall:

4341 state the time, date and place of the meeting;

43.4.2 specify the general nature of the business to be dealt with at the meeting and set out the
text of any special resolution to be voted upon at the meeting; and

43.4.3 be accompanied by a proxy form;
notice of a general meeting need not be in writing.
The accidental omission to give notice of a general meeting to, or the non-receipt of notice by, any

person entitled to receive the notice; or a technical defect in the timing or manner of giving such notice
of which the Directors are unaware shall not invalidate the proceedings of that meeting.
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44

44.1

44.2

44.3

44.4

445

45

46

46.1

46.2

46.3

47

471

47.2

ATTENDANCE AND SPEAKING AT GENERAL MEETINGS

A person is able to exercise the right to speak at a general meeting when that person is in a position
to communicate to all those attending the meeting, during the meeting, any information or opinions
which that person has on the business of the meeting.

A person is able to exercise the right to vote at a general meeting when:

4421 that person is able to vote, during the meeting, on resolutions put to the vote at the meeting;
and

4422 that person's vote can be taken into account in determining whether or not such resolutions
are passed at the same time as the votes of all the other persons attending the meeting.

The Directors may make whatever arrangements they consider appropriate to enable those attending
a general meeting to exercise their rights to speak or vote at it.

In determining attendance at a general meeting, it is immaterial whether any two or more members
attending it are in the same place as each other.

Two or more persons who are not in the same place as each other attend a general meeting if their
circumstances are such that if they have (or were to have) rights to speak and vote at that meeting,
they are (or would be) able to exercise them.

QUORUM FOR GENERAL MEETINGS

No business other than the appointment of the Chair of the Meeting is to be transacted at a general
meeting unless an authorised representative of each Shareholder (or in the case of the Council the
Council Shareholder Committee) is present.

CHAIRING GENERAL MEETINGS

The person chairing a meeting in accordance with this Article is referred to as the Chair of the
Meeting.

The Chair (if one is appointed under Article 13.2) shall chair general meetings if present and willing to
do so.

If no Chair has been appointed under Article 13.2 or (if appointed) the Chair is unwilling to chair the
meeting or is not present within ten minutes of the time at which a meeting was due to start:

46.3.1 the Directors present; or
46.3.2 (if no Directors are present) the meeting,

must appoint a Director or Shareholder to chair the meeting, and the appointment of the Chair of the
Meeting must be the first business of the meeting.

ATTENDANCE AND SPEAKING BY DIRECTORS AND NON-SHAREHOLDERS
Directors may attend and speak at general meetings, whether or not they are Shareholders.
The Chair of the Meeting may permit other persons who are not:

47.2.1 Shareholders; or

47.2.2 otherwise entitled to exercise the rights of Shareholders in relation to general meetings, to
attend and speak at a general meeting.
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48

48.1

48.2

48.3

48.4

48.5

48.6

ADJOURNMENT

If the persons attending a general meeting within half an hour of the time at which the meeting was

due to start do not constitute a quorum, or if during a meeting a quorum ceases to be present, the

Chair of the meeting must adjourn it.

The Chair of the Meeting may adjourn a general meeting at which a quorum is present if:

48.2.1 the meeting consents to an adjournment; or

48.2.2 it appears to the Chair of the Meeting that an adjournment is necessary to protect the safety
of any person attending the meeting or ensure that the business of the meeting is
conducted in an orderly manner.

The Chair of the meeting must adjourn a general meeting if directed to do so by the meeting.

When adjourning a general meeting, the Chair of the meeting must:

48.4.1 either specify the time and place to which it is adjourned or state that it is to continue at a
time and place to be fixed by the Directors; and

48.4.2 have regard to any directions as to the time and place of any adjournment which have been
given by the meeting.

If the continuation of an adjourned meeting is to take place more than 14 days after it was adjourned,
the Company must give at least 7 clear days' notice of it (that is, excluding the day of the adjourned
meeting and the day on which the notice is given):

48.5.1 to the same persons to whom notice of the Company's general meetings is required to be
given; and

48.5.2 containing the same information which such notice is required to contain.

No business may be transacted at an adjourned general meeting which could not properly have been
transacted at the meeting if the adjournment had not taken place.

VOTING AT GENERAL MEETINGS

49

50

50.1

50.2

51

51.1

VOTING: GENERAL

A resolution put to the vote of a general meeting must be decided on a show of hands unless a poll is
duly demanded in accordance with the Articles.

ERRORS AND DISPUTES

No objection may be raised to the qualification of any person voting at a general meeting except at the
meeting or adjourned meeting at which the vote objected to is tendered, and every vote not disallowed
at the meeting is valid.

Any such objection must be referred to the Chair of the Meeting, whose decision is final.

POLL VOTES

A poll on a resolution may be demanded:

51.1.1 in advance of the general meeting where it is to be put to the vote, or

51.1.2 at a general meeting, either before a show of hands on that resolution or immediately after
the result of a show of hands on that resolution is declared.
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51.2

51.3

51.4

52

52.1

52.2

52.3

52.4

53

53.1

53.2

A poll may be demanded by:

51.2.1 the Chair of the Meeting;

51.2.2 the Directors;

51.2.3 two or more persons having the right to vote on the resolution; or

51.2.4 a person or persons representing not less than one tenth of the total voting rights of all the
Shareholders having the right to vote on the resolution.

A demand for a poll may be withdrawn if:

51.3.1 the poll has not yet been taken; and

51.3.2 the Chair of the Meeting consents to the withdrawal.

Polls must be taken immediately and in such manner as the Chair of the Meeting directs.
CONTENT OF PROXY NOTICES

Proxies may only validly be appointed by a notice in writing (a Proxy Notice) which:
52.1.1 states the name and address of the Shareholder appointing the proxy;

52.1.2 identifies the person appointed to be that Shareholder's proxy and the general meeting in
relation to which that person is appointed,;

52.1.3 is signed by or on behalf of the Shareholder appointing the proxy, or is authenticated in
such manner as the Directors may determine; and

52.14 is delivered to the Company in accordance with the Articles and any instructions contained
in the notice of the general meeting to which they relate.

The Company may require Proxy Notices to be delivered in a particular form, and may specify different
forms for different purposes.

Proxy notices may specify how the proxy appointed under them is to vote (or that the proxy is to
abstain from voting) on one or more resolutions.

Unless a Proxy Notice indicates otherwise, it must be treated as:

52.4.1 allowing the person appointed under it as a proxy discretion as to how to vote on any
ancillary or procedural resolutions put to the meeting; and

52.4.2 appointing that person as a proxy in relation to any adjournment of the general meeting to
which it relates as well as the meeting itself.

DELIVERY OF PROXY NOTICES

A person who is entitled to attend, speak or vote (either on a show of hands or on a poll) at a general
meeting remains so entitled in respect of that meeting or any adjournment of it, even though a valid
Proxy Notice has been delivered to the Company by or on behalf of that person.

An appointment under a Proxy Notice:

53.2.1 may be revoked by delivering to the Company a notice in writing given by or on behalf of
the person by whom or on whose behalf the Proxy Notice was given; and
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53.3

53.4

54

54.1

54.2

54.3

53.2.2 shall be revoked if the person by whom or on whose behalf the Proxy Notice was given is
present at the meeting or adjourned meeting to which it relates.

A notice revoking a proxy appointment only takes effect if it is delivered before the start of the meeting
or adjourned meeting to which it relates.

If a Proxy Notice is not executed by the person appointing the proxy, it must be accompanied by written
evidence of the authority of the person who executed it to execute it on the appointor's behalf.

AMENDMENTS TO RESOLUTIONS

An ordinary resolution to be proposed at a general meeting may be amended by ordinary resolution
if:

541.1 notice of the proposed amendment is given to the Company in writing by a person entitled
to vote at the general meeting at which it is to be proposed not less than 48 hours before
the meeting is to take place (or such later time as the Chair of the Meeting may determine);
and

54.1.2 the proposed amendment does not, in the reasonable opinion of the Chair of the Meeting,
materially alter the scope of the resolution.

A special resolution to be proposed at a general meeting may be amended by ordinary resolution, if:

54.2.1 the Chair of the Meeting proposes the amendment at the general meeting at which the
resolution is to be proposed; and

54.2.2 the amendment does not go beyond what is necessary to correct a grammatical or other
non-substantive error in the resolution.

If the Chair of the Meeting, acting in good faith, wrongly decides that an amendment to a resolution is
out of order, the Chair of the Meeting’s error does not invalidate the vote on that resolution.

PART 5 - ADMINISTRATIVE ARRANGEMENTS

55

55.1

55.2

55.3

56

56.1

56.2

56.3

MEANS OF COMMUNICATION TO BE USED

Subiject to the Articles, anything sent or supplied by or to the Company under the Articles may be sent
or supplied in any way in which the Companies Act 2006 provides for Documents or information which
are authorised or required by any provision of that Act to be sent or supplied by or to the Company.

Subiject to the Articles, any notice or Document to be sent or supplied to a Director in connection with
the taking of decisions by Directors may also be sent or supplied by the means by which that Director
has asked to be sent or supplied with such notices or Documents for the time being.

A Director may agree with the Company that notices or Documents sent to that Director in a particular
way are to be deemed to have been received within a specified time of their being sent, and for the
specified time to be less than 48 hours.

COMPANY SEALS

Any common seal may only be used by the authority of the Directors.

The Directors may decide by what means and in what form any common seal is to be used.

Unless otherwise decided by the Directors, if the Company has a common seal and it is affixed to a

Document, the Document must also be signed by at least one authorised person in the presence of a
witness who attests the signature.
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56.4

57

58

59

For the purposes of this Article, an authorised person is:
56.4.1 any Director;
56.4.2 the company secretary (if any); or

56.4.3 any person authorised by the Directors for the purpose of signing Documents to which the
common seal is applied.

RIGHT TO INSPECT ACCOUNTS AND OTHER RECORDS

The Council and their authorised representatives or the Council Shareholder Committee shall have
the right on giving to the Company reasonable advance notice, during normal business hours to
inspect the books and records of the Company.

APPOINTMENT OF COMPANY SECRETARY

The Council may appoint (and remove) the company secretary by notice in writing to the Company.
PROVISION FOR EMPLOYEES ON CESSATION OF BUSINESS

The Directors may decide to make provision for the benefit of persons employed or formerly employed
by the Company or any of its subsidiaries (other than a Director or former Director or shadow Director)

in connection with the cessation or transfer to any person of the whole or part of the undertaking of
the Company or that Subsidiary.

DIRECTORS' INDEMNITY AND INSURANCE

60

60.1

60.2

60.3

61

61.1

INDEMNITY

Subject to Article 60.2, a relevant Director of the Company or an associated Company may be
indemnified out of the Company's assets against:

60.1.1 any liability incurred by that Director in connection with any negligence, default, breach of
duty or breach of trust in relation to the Company or an associated Company;

60.1.2 any liability incurred by that Director in connection with the activities of the Company or an
associated Company in its capacity as a trustee of an occupational pension scheme (as
defined in section 235(6) of the Companies Act 2006); and

60.1.3 any other liability incurred by that Director as an officer of the Company or an associated
Company.

This Article does not authorise any indemnity which would be prohibited or rendered void by any
provision of the Companies Acts or by any other provision of law.

In this Article:

60.3.1 companies are associated if one is a Subsidiary of the other or both are subsidiaries of
the same body corporate; and

60.3.2 a relevant Director means any Director or former Director of the Company or an
associated Company.

INSURANCE

The Directors may decide to purchase and maintain insurance, at the expense of the Company, for
the benefit of any relevant Director in respect of any relevant loss.
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61.2

In this Article:

61.2.1

61.2.2

61.2.3

a relevant Director means any Director or former Director of the Company or an
associated Company;

arelevant loss means any loss or liability which has been or may be incurred by a relevant
Director in connection with that Director'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

companies are associated if one is a Subsidiary of the other or both are subsidiaries of
the same body corporate.
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SCHEDULE 1- RESERVED MATTERS

Number | Reserved Matter
Constitution of the company

1 Varying in any respect the articles or the rights attaching to any of the shares or memberships
(as applicable) in the company.

Officers and Shareholders of the company

2 The appointment and the appointment terms (including any remuneration terms) of any of the
Council Directors.

3 The appointment and the appointment terms (including any remuneration terms) of the chief
executive officer.

4 The removal of any of the Council Directors (including any terms on which such Directors are
removed from their office as Directors).

5 The admission of further shareholders or members to the company or agreeing any rights or
restrictions attaching to any shares or memberships allocated to such new shareholders or
members as applicable).

Future direction and development of the company

6 Forming any subsidiary or acquiring shares in any other company or participating in any
partnership or incorporated joint venture vehicle.

7 Amalgamating or merging with any other company or business undertaking.

8 Selling or disposing of any part of the business of the company.

9 Adopting or amending the Business Plan of each respective company and any in-year changes
or adopting or amending any long term financial strategy for the company.

10 Undertaking any business or action which is inconsistent with the Business Plan then in force
or omitting to undertake any action which is required by that Business Plan except with the
prior written consent of the Council.

11 Passing any resolution for its winding up or presenting any petition for its administration (unless
it has become insolvent).

12 Agreeing or approving any other material services to be provided by the company to a third
party not approved under the Business Plan.

13 Appoint any agent (not being a subcontractor) to conduct the whole or any part of the business
of the company, other than the appointment of an agent to conduct an area of the business of a
company.

14 Apply for the listing or trading of any shares in its issued capital or debt securities on any stock
exchange or market (where applicable).

Management of the business of the company

15 Changing the company's registered office.
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Number

Reserved Matter

16 Changing the company's name.

17 Creating or agreeing to create a charge, security or encumbrance over the company's assets,
shares or income.

18 Approving any matter that is reasonably likely to have an adverse effect on the reputation of
the Council.

19 Changing the nature of the business or commencing any new business which is not ancillary or
incidental to the business of the company.

20 Agreeing to enter into or entering into agreements or arrangements in respect of the
hire/purchase or acquisition or disposal of any material assets by the company the total value
of which exceeds £250,000 per annum.

21 Giving notice of termination of any arrangements, contracts or transactions the total value of
which exceeds £100,000 per annum or materially varying any such arrangements, contracts or
transactions and such termination or variation is likely to have an adverse impact on the
financial status of a company.

22 Granting rights (by licence or otherwise) in or over any intellectual property owned or used by
the company.

23 Changing the company's auditors.

24 Agree to make or making any loan (otherwise than by way of a deposit with a bank or other
institution, the normal business of which includes the acceptance of deposits or in the ordinary
course of business) or granting any credit (other than in the normal course of trading or the
granting of trade credit to a company which has been approved under the Business Plan) or
giving any guarantee or indemnity (other than in the normal course of trading).

25 Changing the Financial Year of the company.

26 Increase or reduce the amount of its issued share capital, grant any option over or in its share
capital, redeem or purchase any of its own shares or otherwise alter, or effect any
reorganisation of, its share capital (where applicable).

27 Declare or pay any end of year dividend of the company (where applicable).

28 Entering into any borrowing, credit facility or investment arrangement (other than in the normal
course of trading) from any third party that is not the Council.

29 Settling any legal matters and insurance claims in excess of £50,000.

30 Introducing any change to union recognition or representations arrangements of employees.

31 Establishing or amending any pension scheme for any director, officer, employee, former
director, officer or employee, or any member of such person’s family.

32 Tenders for work with an estimated total value in excess of £100,000.
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Appendix 2

11 Company Number 12220433
PRIVATE COMPANY LIMITED BY SHARES

WRITTEN RESOLUTION
of
NY HIGHWAYS LIMITED (the ‘Company’)

24 September 2020

Under Chapter 2 of Part 13 of the Companies Act 2006, the directors of the Company
propose that the following resolution is passed as a special resolution (the
‘Resolution’).

SPECIAL RESOLUTION

1. THAT the draft articles of association attached to this Resolution be adopted
as the articles of association of the Company in substitution for, and to the
exclusion of, the Company’s existing articles of association.

AGREEMENT

Please read the notes at the end of this document before signifying your agreement
to the Resolution.

The undersigned, a person entitled to vote on the Resolution 24 September 2020,
hereby irrevocably agrees to the Resolution:

Signed by the Corporate Representative
of NORTH YORKSHIRE COUNTY
COUNCIL: e

DAt
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Appendix 2

NOTES:

1. If you agree with the Resolution, please indicate your agreement by signing and
dating this document where indicated above and returning the signed version, either
by hand or by post to: Legal Services, County Hall, Northallerton, North
Yorkshire, DL7 8AD.

You may also return the Resolution by email to Bethany Bilby, Legal Services —
Bethany.bilby@northyorks.gov.uk

If you do not agree to the Resolution, you do not need to do anything. You will not be
deemed to agree if you fail to reply.

2. Once you have indicated your agreement to the Resolution, you may not revoke
your agreement.

3. Unless by 22 October 2020 sufficient agreement is received for the Resolution to
pass, it will lapse. If you agree to the Resolution, please ensure that your agreement
reaches us before or during this date.
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Iltem 6

Shareholder Committee Work Programme

Meeting Date

ltems of Business

23 April 2019

1. Company Updates & 2019/20 Business Plans for the following
companies:
C Align Property Partners
[ First North Law
L Yorwaste
[ Brierley Homes

Work Programme 2018/19

28 May 2019

Company Updates & 2019/20 Business Plans for the following
companies:

C Veritau

L NYES

C NYnet

Work Programme 2019/20

10 September 2019

Brierley Group 2018/19 Outturn Reports
2. Brierley Group Q1 2019/20 Performance Report

Work Programme 2019/20

6 November 2019 1. Veritau Business Case for Expansion
2. Work Programme 2019/20
21 January 2020 1. Brierley Group Q2 2019/20 Performance Report
2. Work Programme 2020/21
28 April 2020 1. Brierley Group Q3 2019/20 Performance Report

Meeting Cancelled

2. Company Updates & 2020/21 Business Plans for the following
companies:
C Brierley Homes
[ First North Law
C Align Property Partners
[ NYnet

26 May 2020

Meeting Cancelled

1. Company Updates & 2020/21 Business Plans for the following
companies:
[ Yorwaste
[ Veritau
L NYES

2. Work Programme 2020/21
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Iltem 6

29 September 2020

Quarter 4 2019-2020 Brierley Group Report & Summary of
Brierley Group Business Plans

Articles of Association for North Yorkshire Highways Ltd

Work Programme 2020/21

19 January 2021

Brierley Group Q2 2020/21 Performance Report

Work Programme 2020/21

27 April 2021

Brierley Group Q3 20120/21 Performance Report

Company Updates & 2021/22 Business Plans for the
following companies:

[ Brierley Homes

[ First North Law

C Align Property Partners

[ Yorwaste

Work Programme 2019/20
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