
Allerdale Borough Council 
 

Executive – 18 March 2020 
 

Creation of an Executive Shareholder Committee 
 

  
The Reason for the Decision To promote good governance and to 

demonstrate there is a clear separation 
between the Council’s role as the 
Municipal Authority and the Council’s 
role as shareholder; officers recommend 
the creation of an Executive Shareholder 
Committee. This new Committee of the 
Executive will fulfil the Council’s role as 
sole shareholder in current and future 
Local Authority Trading Companies 
(“Companies”) 

  
Summary of options considered  To make decisions through the 

Executive instead of an Executive 
Shareholder Committee 

  
Recommendations It is recommended; 

1. That the Executive approve the 
draft Shareholder Agreement 
between Allerdale Borough 
Council and Allerdale Waste 
Services Limited (AWSL) as set 
out in Appendix 1 and the draft 
Shareholder Agreement between 
Allerdale Borough Council and 
Allerdale Housing & Development 
Limited (AHDL) as set out at 
appendix 4 

2. That, in accordance with 
Executive Procedure Rule 5.7, 
the Executive approves the 
creation of a committee of the 
Executive, (Executive 
Shareholder Committee) and, 
subject to paragraph (2) below, 
the terms of reference as shown 
in Appendix 2 to this report 

3. That the Executive appoint at 
least three Members of the 
Executive to the Executive 
Shareholder Committee. 

4. That the Monitoring Officer be 
           authorised, in consultation with  



           the Leader, to take all necessary 
action to finalise the terms of 
reference to be included in the 
Council’s Constitution and  

           to make such other consequential  
           amendments to the Constitution 

as the Monitoring Officer deems 
appropriate 

 
Financial / Resource Implications There are no direct financial implications 

to the Council regarding the proposed 
governance arrangements. However the 
companies owned by the Council 
provide the opportunity to deliver future 
financial savings  
 

Legal / Governance Implications The Legal/Governance implications are 
set out in the report. 

  
Health and Safety Community Safety 
and Risk Management Implications 

The implications are set out in the report 

  
Equality Duty considered / Impact 
Assessment completed 

The Equality Duty has been considered 

  
Wards Affected All 
  
The contribution this decision would 
make to the Council’s priorities 

A financially secure Council 

  
Is this a Key Decision No 
  
Portfolio Holder Leader of the Council 
  
Lead Officer  Sharon Sewell 

Head of Governance and Regulatory 
Services (Monitoring Officer) 
Email sharon.sewell@allerdale.gov.uk 
Tel 01900 702887 

  

Report Implications 
Community Safety Y/N Financial Y 

Legal Y Partnership N 

Social Inclusion N Asset Management N 

Equality Duty N Health and Safety Y 

Employment (internal) N Employment  

(external to the Council) 

N 



1.0 Introduction 
 

1.1 Local authorities have established companies over a number of years. Their 
use may be set to increase as authorities look to deal with the challenging 
budget situation faced across local government. 

1.2 As a shareholder, the Council’s role is not to manage the business. That is a 
matter for the Board and the company’s senior staff.  As commentators such 
as Grant Thornton have noted the overriding determinant of a company’s 
success is the drive and ambition of the people running the business. 
Company Boards must therefore be allowed sufficient freedom to deliver the 
strategic and operational priorities of the Company. The Board must also have 
Directors with the right skills to be able to manage the business of the 
company.   

1.3 However, proper governance arrangements should include safeguards and 
arrangements for oversight which protect the Council from poor performance 
and excessive risk taking.  

1.4 Where former local authority in-house services are being provided through 
companies, steps are commonly taken to ensure that, at least at the outset, 
the Council can take advantage of the Teckal exemption. This is the EU 
principle which allows public bodies to enter contracts with their own 
companies without following normal procurement processes. To benefit from 
the exemption the company must rely on the public authority for at least 80% 
of its business and the authority must exercise over the company a similar 
level of control to that which it exercises over its own departments. The 
governance arrangements must therefore ensure that this level of control can 
be exercised.   

1.5 Company Directors have a duty to act in the interest of the company. 
However, where those Directors are Councillors they are still bound by the 
Members code of conduct and where they are Officers, conditions of their 
contracts of employment will still apply. The conflicts which may arise have to 
be managed within the governance and operational arrangements. It is 
inevitable that there will be some “Potential” conflicts, but through appropriate 
controls, monitoring and review, such conflicts can be managed.   

1.6 In considering the future governance arrangement the following sections of 
this report consider the following key issues: 

Ownership and activities   
Board make up  
Arrangements for oversight  
Arrangements for Managing conflicts 

 
2.0 Shareholder Committee 
 
2.1 The shareholder function of the Council can be executed through a dedicated 

committee of the Executive comprising Executive members appointed by the 
Leader of the Council.   

  



2.2 The Executive Shareholder Committee can, through a Shareholder 
Agreement, set out the performance levels required for the Companies and 
the tolerances (e.g. financial and decision-making) within which the 
Companies may operate.   

  
2.3 The Executive Shareholder Committee can, if required, change the 

composition of the Board of Directors and can change the Company 
Secretary.  

  
2.4 If the Council were to create additional Companies in future, this Committee 

will be well placed to administer the shareholder business for those future 
Companies.   

  
2.5 All decisions regarding business development and any consideration of 

commercial opportunities which may arise, would be a matter for the Board of 
Directors. However, the Council as the sole shareholder is required to 
approve any decisions that have an effect on the shareholder’s rights.   

  
2.6  The day-to-day operation of the Company, development of new business 

opportunities, staff terms and conditions and the development and 
implementation of its internal procedures, rests with the Board of Directors as 
detailed in Articles of Association.  

  
2.7 The Council as sole shareholder also has certain powers such as removing a 

director from office or changing the name of the Company. In general, the 
shareholder’s main role is to ensure that the directors do not go beyond their 
powers and to hold directors to account for the performance of the 
Companies.  

  
2.8 The role of shareholder should be administered separately from Executive 

business in order to evidence that the Council acting as sole shareholder for 
limited companies (a private function) is completely distinct from the Council 
acting as a Local Authority (a public function). 

 
3.0 Allerdale Waste Services Limited 
 

3.1 The Council has established Allerdale Waste Services Limited (AWSL), a 
wholly owned company limited by shares, to deliver its waste and recycling 
services.  The company was established in 2019 following a number of 
Executive reports setting out the governance arrangements. The governance 
arrangements are being established with the advice of expert external 
lawyers. 

3.2  In its capacity as 100% shareholder of AWSL, the Council will exercise control 
and oversight of ASWL and has a number of powers reserved to it over key 
business decisions.  

 
3.3 The Shareholder Committee is a body that represents the Council’s interests 

as the sole shareholder and provides a simple mechanism with which the 

Council can engage with the board of AWSL. This is in order to maintain an 



element of control of the business without affecting the operational 

management.  

3.4 The Shareholder Committee will not have operational control over AWSL. All 

decisions regarding the day to day operation of AWSL, its business activities 

and commercial opportunities, staff terms and conditions and the development 

and implementation of its internal procedures, rest with the directors of AWSL. 

3.5 The Shareholder Committee acts with the delegated authority of Executive to 

ensure the performance of AWSL is satisfactory. 

3.6 The governance and management structures and processes for the Council’s 
Companies are contained within their respective Articles of Association. 
AWSL Articles of Association are set out in appendix 3. 

 
4.0 Allerdale Housing & Development Limited 
 

4.1 The Council is establishing Allerdale Housing & Development Limited (AHDL), 
a wholly owned company limited by shares, to provide a delivery mechanism 
to develop new homes that will support the Council’s drive to meet housing 
need across the borough. The Executive previously approved the creation of 
AHDL at its meeting on 15 January 2020. 

4.2  In the same way as for AWSL, the Council will exercise control and oversight 
of AHDL in its capacity as sole shareholder and has a number of powers 
reserved to it over key business decisions.  

 
4.3 Again, the Shareholder Committee will represent the Council’s interests as the 

sole shareholder and provide a mechanism allowing the Council to engage 

with the board of AHDL. The Shareholder Committee acts with the delegated 

authority of Executive to ensure the performance of AHDL is satisfactory. 

4.4 The Shareholder Committee will not have operational control over AHDL. All 

decisions regarding the day to day operation of AHDL, its business activities 

and commercial opportunities, staff terms and conditions and the development 

and implementation of its internal procedures, will rest with the directors of 

AHDL. 

4.5 The governance and management structures and processes for the Council’s 
Companies are contained within their respective Articles of Association. AHDL 
Articles of Association are set out in appendix 5. 

 
5.0 Finance/Resource Implications 
 
5.1 There are no direct financial implications to the Council regarding the 

proposed governance arrangements. However the companies owned by the 
Council provide the opportunity to deliver future financial savings 

 
 
 
 



6.0 Legal Implications and Risks 
 
6.1 Section 1 of the Localism Act 2011 provides local authorities with the power to 

do anything an individual may do, subject to a number of limitations. This is 
referred to as the ‘general power of competence’. A local authority may 
exercise the general power of competence for its own purpose, for 
commercial purpose and/or for the benefit of others. In exercising this power a 
local authority is still subject to its general duties (such as fiduciary duties it 
owes to its rate and local tax payers) and to the public law requirements to 
exercise the general power of competence for proper purpose. 

 
6.2 It is imperative that an appropriate governance structure is in place to ensure 

the sound and robust supervision of the Companies alongside protection of 
the Council’s financial and reputational investment in the Companies. 

 
6.3 The Executive Shareholder Committee meetings will be held in public and will 

operate within the relevant Council Procedure Rules in the Council’s 
Constitution, including the call-in provisions in Overview and Scrutiny 
Procedure Rules. Decision-making would take place at public meetings and 
recorded in publicly available minutes, with decisions made by voting, where 
required.   

  
6.4  The Executive has the authority within the Constitution to create this new 

Committee and adopt its terms of reference. 
 
7.0 Recommendations 
 
7.1  That, in accordance with Executive Procedure Rule 1.2 (a), the Executive           

approves the creation of a committee of the Executive, (Executive 
Shareholder Committee) and, subject to paragraph (2) below, the terms of 
reference as shown in Appendix 2 to this report.                                                 

 
 7.2 That the Monitoring Officer be authorised, in consultation with the Leader, to 

take all necessary action to finalise the terms of reference to be included in 
the Council’s Constitution and to make such other consequential amendments 
to the Constitution as the Monitoring Officer deems appropriate.   

  
  
 

Sharon Sewell 
Head of Governance and Regulatory Services 

Monitoring Officer 
 


