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Gravesham Borough Council

Report to: Cabinet

Date: 03 February 2020

Reporting officer: Director (Corporate Services)
Corporate Change Manager

Subject: Local Authority Trading Company – Shareholder Governance 
Arrangements

Purpose and summary of report: 
The purpose of this report is to set out the proposed membership for the Shareholder Group 
and to set out the required Shareholder Agreement for approval.

Recommendations:
Cabinet are asked to:

1. Approve the membership for the Shareholder Group as set out in section 2.3 of the 
report.

2. Approve the draft terms of reference for the Shareholder Group set out at appendix 
two.

3. Approve the draft Shareholders Agreement set out at appendix three. 

1. Introduction

1.1 At the meeting of Full Council on 17 December 2019, Members approved the 
formation of a Local Authority Trading Company (LATCo).

1.2 The report presented to Full Council set out the required governance framework to 
support the Council in the strategic management function of the LATCo, having 
regard for both the company and Council’s perspective.

1.3 This report sets to establish the internal governance framework that will support 
the LATCo, and also the Leader of the Executive in the decision-making process.
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2. Formation of the Shareholder Group

2.1 The Shareholder Group provides the necessary oversight, (from a shareholders’ 
perspective), ensuring that the parameters, policies and boundaries that have 
been set for the company are being met.

2.2 The purpose of the Shareholder Group is to:
2.2.1 advise the Leader, who has the role of the key decision maker with 

regards to the Council’s rights and responsibilities as shareholder.
2.2.2 enable the Leader to best represent the interest of the Council.

2.3 It is proposed that the membership of the Shareholder Group should consist of the 
Leader plus the following officers and Members:
2.3.1 Councillor Lee Croxton, Deputy Leader;
2.3.2 Chief Executive;
2.3.3 Section 151 Officer (or officer nominated to act in their place)
2.3.4 Deputy Monitoring Officer (or officer nominated to act in their place)
2.3.5 Representation from the Trade Union
2.3.6 Plus any officer deemed suitable for the nature of the items being 

discussed at that time. 
2.4 In addition, it is suggested that the Chair of the Overview Scrutiny Committee can 

attend meetings of the Shareholder Group (as a non-voting member) to enable 
the Chair of Overview Scrutiny to fulfil the Constitutional Scrutiny role and have 
access to information that has informed the Leader’s decisions.

2.5 Cabinet are asked to approve the membership of the Shareholder Group as 
detailed in paragraph 2.3.

3. Shareholder Group Terms of Reference

3.1 In developing the supporting governance documents for the Shareholder Group, 
the council has received extensive support from its external legal advisors – 
Trowers & Hamlins – to ensure that all legal requirements have been fully 
considered.

3.2 A specific set of terms of reference for the Shareholder Group has been drafted 
and is attached at appendix two.  In summary, these cover the following points:
3.2.1 Membership and potential restriction to membership of the Group.
3.2.2 Key tasks of the Shareholder Group.
3.2.3 How the Shareholder Group may interact with other committees of the 

Council.
3.2.4 How meetings of the Shareholder Group will be administered and the 

potential for the use of sub-groups.

3.3 These terms of reference have been based upon the model terms of reference 
and guidance provided by the Lawyers in Local Government (LLG) guidance note 
– The governance of Council interests in companies – which sets out the best 
practice arrangements for local authorities establishing trading companies.
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3.4 Cabinet are asked to approve the draft terms of reference for the Shareholder 
Group as attached at appendix two.

4. Shareholder Agreement

4.1 It is necessary for there to be a formal Shareholders Agreement in place to set out 
in detail the governance and approved decision making process, in line with the 
Terms of Reference.

4.2 At the meeting of Full Council on 17 December 2019, Members were presented 
with a set of Heads of Terms for the key issues that were agreed would be 
established through the Shareholders Agreement.  These have been developed 
further into a draft Shareholders Agreement, attached at appendix three.

4.3 Cabinet are asked to approve the draft Shareholder’s Agreement attached at 
appendix three.

5. Background Papers

5.1 Background papers pertaining to this report are as follows:

5.1.1 Report to Cabinet – 02 December 2019 – Formation of a Local Authority 
Trading company

5.1.2 Report to Full Council – 17 December 2019 - Formation of a Local 
Authority Trading company

Anyone wishing to inspect background papers should, in the first place, be 
directed to Committee & Electoral Services who will make the necessary 
arrangements.
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IMPLICATIONS APPENDIX 1

Legal There are two key pieces of legislation which allow a local authority to trade in the 
services it provides:
- The Local Government Act 2003 which allows local authorities to trade in the 

ordinary day to day functions of the Council. 
- The Localism Act 2011 which allows local authorities to trade in any area 

(unless expressly prohibited or limited by statute).
Should the Council wish to trade in Council services such as private repairs and 
maintenance, private housing development and vehicle repairs then a local 
authority trading company would have to be set up to enable this.  

Finance and Value 
for Money 

The Council’s Medium-term Financial Strategy 2016-17 to 2019-20, originally set 
out a funding gap of £2.9m.  Whilst considerable action has been taken to ‘bridge 
the gap’ in term of identifying savings and new income streams, Cabinet approved 
the delivery of a further £1m of savings in November 2018 as a result of additional 
funding pressures and commercialisation is a key step to closing this additional 
funding gap.

Risk Assessment Establishing a wholly-owned trading company on behalf of the Council does 
present some risks, although the establishment of the parent company alone has 
very low risk.  Specific risks associated with the individual subsidiaries will be fully 
considered as part of the business case/business plan which will be developed at 
the appropriate time.

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 
A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.
No – at this stage, the formation of the parent company will have limited data 

accessibility.  A specific DPIA associated with the individual subsidiaries 
will be completed as part of the business case/business plan which will 
be developed at the appropriate time, in order to ensure all GDPR 
requirements have been considered.

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?
N/A

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.
N/A

https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/key-definitions/what-is-personal-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/special-category-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/criminal-offence-data/
mailto:gdpr@medway.gov.uk
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IMPLICATIONS APPENDIX 1

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
No - at this stage, the formation of the parent company will have limited equality 

implications.  A specific equality impact assessment associated with the 
individual subsidiaries will be completed as part of the business 
case/business plan which will be developed at the appropriate time, in 
order to ensure all equalities requirements have been considered

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.

Equality Impact 
Assessment

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan Objective 3 - Progress:
An entrepreneurial authority; commercial in outlook and committed to continuous 
service improvement, underpinned by a skilled workforce and strong governance 
environment.

Crime and Disorder There are no specific crime and disorder implications resulting from this report.

Digital and website 
implications

At this stage, there are no specific digital or website implications.  There will 
however, be a need to consider digital and website implications as the company 
expands and the subsidiaries progress.

Safeguarding 
children and 
vulnerable adults

There are no specific safeguarding children and vulnerable adult’s implications 
resulting from this report.


