Appendix 1
Schedule of Proposed Amendments

This paper considers the results of the recent review of the Rother Housing Company
documents undertaken to update the documents and ensure they are still fit for
purpose in supporting both the Council and the Company to strike an appropriate
balance between allowing a company the freedom to manage its activities and
ensuring that it is accountable for its actions. The review was conducted by Bevan
Brittan (BB) from Rother District Council’s position and Trowers and Hamlins (T&H)
from the Rother Housing Company perspective.

An assessment of the proposed amendments and proposed recommendations is
contained below along with officer’'s comments for further consideration and
agreement.

The documents reviewed include the following;

Appendix 2 — Articles of Association; and
Appendix 3 — Shareholder Agreement



Appendix X — Articles of Association
Summary of all proposed amendments

Claus | Author Proposed Amendment Risk mitigation Agreed
e YIN
14.3
Trowers If the total number of directors for the time being is less than the quorum required, the The shareholder retains appointment rights of | Yes
directors must not take any decision other than a decision {0 fo-fequest-that-the-parent up to half the board. See 22.1
appoints such number of further directors as are required to make up the board under articles
20and 21.
15.1 Bevan The board shall appoint a director to chair the directors' megfings, such director be a director The proposed amend at Article 21.1 below Yes
Brittan appainted by the parent. means that the Council directors will be in a
minority where there are an odd number of
directors in office.
This proposed amend to Article 15.1 will
equalize the voting power of the directors as
the Chair (per Article 16.1) has a casting vote
in the case of deadlock.
21.0 Bevan Unless otherwise determined by ordinary resolution, the maximum number of directors is Updated to align with clause 4 of the SHA Yes
Brittan rot-subject fo-any maximumeight and the minfnum number is three.
21.1 Trowers | Nomore than half of the directors appointed at any ime may be appointed by the parent. The term “ordinary resolution” refers to Yes
& Bevan | Directors not appointed by the parent shall be appointed by ar-sdinarrreseltion-sfa resolutions passed by a simple majority of
Brittan resoluton of the board. shareholders, rather than directors.

This limit on Council directors is reasonable as
the Council still holds sufficient power in its role
as shareholder through the reserved matters in
the SHA.The shareholder can also remove a
Director at any point. See below clause 21.2




21.2 Trowers -Notv‘.rithstanding any pther provilsion of lhese.articles, l.he holder or holders of a majoril.y in TO align with amended Clause 22 1. Yes
nominal value of the issued ordinary shares in the capital of the company may at any time X X
andfrom-time-to ime: Shareholder still retains power to remove any
Ppointany person to director from office at any time.
remove any director from office.
21.3 Trowers Every such appeintmenterremoval shall be effected by notice in writing to the ¢ To alian with amended clause 21.2. | Yes
' shall take effect immediately (or on such later date, if any, specified in the notice 9 . . v
notice of appeiatment erremoval may consist of several documents in similar foy Shareholder still retains power to remove any
signed by or on behalf of one or more holders. director from office at any time as per clause
21.2
If at any time the number of directors appointed by the parent is more than hailf of the
22 2 Bevan Directors, the parent shall give written notice to the Company in accordance with Article Yes
Brittan 22 4, to remove the requisite number of directors appointed by it to ensure that the To allow Comp"ance with 21.1

requirements of Article 22.1 are satisfied.




Appendix X — Shareholder Agreement
Summary of all proposed amendments

Claus | Author | Proposed amendment Risk mitigation Agreed
e Y/N
1.0 Trowers inanaial Mad Definition not required. Removed from | Yes
vav-of identification by Shareholder Consent Matters Part B
e Relevant to the Development Funding
' Agreement/Working Capital Agreement??
2.1.3 | Bevan developments within the Rother Dlstnct f&ubjeet—te—am—vaﬂemn—ef—me See 2.5 Yes
Brittan neogran extent of the Compa agreed—pu s
2—5}—wh|ch |t will sell at market or shared equity or shared ownershlp terms or
2.2 Bevan The Company shall conduct the Business with a view to generating sufficient profits romthe | The Company Business and Business | Yes
Brittan Business to invest in the future provision of new homes within the Rother District.

Plan should allow it the autonomy to act
independently




2.3

Trowers

semmences-trading—Subseguently-Tthe Company shall circulate the Business Plan to the
Shareholder by the end of November in each year and invite the Shareholder to provide
comments on the proposed Business Plan or to provide Shareholder Consent. The
Shareholder will use reasonable gndeayours to respond by the end of the following February.
Subject to the receipt of Shareholder Consent, before the end of each Accounting Period the
Directors shall (in accordance with this Agreement) consider and, if appropriate, adopt an
updated and revised Business Plan. No adoption, variation or replacement of any Business
Plan shall take effect unless such adoption, variation or replacement has received

Shareholder Consent.

There will need to be a mechanism
for approving the first Business Plan
as otherwise a Business Plan will
not be adopted until the start of the
next Accounting Period. BB suggest
“The first Business Plan of the
Company will be adopted upon
receiving Shareholder Consent and
the Company and the Shareholder
shall co-operate in good faith with a
view to adopting the first Business
Plan as soon as practicable after the
Company commences trading.” This
does not give the Council any more
rights than it already has in relation
to the Business Plans.

Yes

2.5

Trowers

ig The

Housing Company needs the
autonomy to act independently and
therefore this clause should be removed.
In any event, the Council has the right to
approve each Business Plan of the
Company and any such proposal to trade
outside of the Rother District should be
contained in a Business Plan.

Yes

41
4.2
4.3

Trowers

Subject to the Articles, there shall be a minimum of three Directors and a maximum of not
more than eight Directors.—whish:

The board shall be comprised of such number of executive or non-executive Directors as are
required to ensure that the board of the Company has the appropriate skills and experience
to deliver the objectives set out in clause 2.1.

:No more than half of the Directors appointed at any one time may be appointed by the Council.
the-Geuncil-shall-see fit: |

The Council is happy with these amends.
The wording at clause 4.2 is standard
commercial wording and clause 4.3 aligns
with the Articles.

Yes




Bevan
Brittan

Finance

The Board shall procure that:

5.1.1 all payments due to the Council pursuant to Finance Documents entered into by the
Company prior to the date of this Agreement are made on standard market terms and on

the basis of standard market rates: and

512 all Finance Documents entered into by the Company on or after the date of this Agreement
are entered into on standard markef-terms.

To underline the current practice for
financial agreements between the
Company and the Council are on
commercial terms.

Yes

Schedule 1 — Shareholder Consent Matters

8

Trowers

Officers recommend that this is re-instated
as its deletion detracts from the Council’s
rights to approve each Business Plan;
there is little point the Council having the
right to approve each Business Plan if the
Company is free to stray from it.

No

9&10

Trowers

This is a standard right for a majority
shareholder and should be re-instated.

No

10

Trowers

Majority shareholder right under the
Articles to give directions to the Board and
right under the SHA to approve each
Business Plan. The Council should ensure
it does not manage or supervise the
Company and strike an appropriate
balance between allowing a company the
freedom to manage its activities and
ensuring that it is accountable for its
actions.

Yes

14 &
15

Trowers

Majority shareholder right under the
Articles to give directions to the Board and
right under the SHA to approve each
Business Plan. The Council should ensure
it does not manage or supervise the

Yes




Company and strike an appropriate
balance between allowing a company the
freedom to manage its activities and
ensuring that it is accountable for its
actions.

17

Trowers

As above the officer recommendation is
that this clause should be reinstated as its
deletion contradicts the Council’s rights to
approve each Business Plan.

No

Bevan
Brittan

The Company Business and Business
Plan should allow it the autonomy to act
independently

Yes

21

Trowers

The Housing Company needs the
autonomy to act independently and
therefore this clause should be removed.

Yes

23

Trowers

Majority shareholder right under the
Articles to give directions to the Board and
right under the SHA to approve each
Business Plan. The Council should ensure
it does not manage or supervise the
Company and strike an appropriate
balance between allowing a company the
freedom to manage its activities and
ensuring that it is accountable for its
actions.

Yes

24

Trowers

Majority shareholder right under the
Articles to give directions to the Board and
right under the SHA to approve each
Business Plan. The Council should ensure
it does not manage or supervise the
Company and strike an appropriate
balance between allowing a company the
freedom to manage its activities and
ensuring that it is accountable for its
actions.

Yes




25

Trowers

The Council has the right to remove
directors pursuant to Article 22 of the
Articles.

Yes

26

Trowers

The Housing Company needs the
autonomy to act independently and
therefore this clause should be removed.

Yes

27

Trowers

Majority shareholder right under the
Articles to give directions to the Board and
right under the SHA to approve each
Business Plan. The Council should ensure
it does not manage or supervise the
Company and strike an appropriate
balance between allowing a company the
freedom to manage its activities and
ensuring that it is accountable for its
actions.

Yes

28

Trowers

This term is fairly standard, and the officer
recommendation is that it should be
reinstated.

No

29

Trowers

Majority shareholder right under the
Articles to give directions to the Board and
right under the SHA to approve each
Business Plan. The Council should ensure
it does not manage or supervise the
Company and strike an appropriate
balance between allowing a company the
freedom to manage its activities and
ensuring that it is accountable for its
actions.

30

Trowers

This term is fairly standard, and the officer
recommendation is that it should be
reinstated.

No




Shareholder Consent Matters Part B (Operational Matters)

N/A

Trowers

Majority shareholder right under the
Articles to give directions to the Board and
right under the SHA to approve each
Business Plan. The Council should ensure
it does not manage or supervise the
Company and strike an appropriate
balance between allowing a company the
freedom to manage its activities and
ensuring that it is accountable for its
actions.

Yes

Schedu

le 2 - Company Covenants

1.

Trowers

Not flagged as a concern by Bevan
Brittan.

Subject to Development Funding
Agreement terms.

Yes




