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Metropolitan Borough Council

Sandwell Metropolitan Borough Council
20 October 2015

Establishment and Membership of West Midlands Rail Ltd
(Key Decision Ref. No. RE1006)

1.1

1.2

1.3

Summary Statement

The purpose of this report is to approve the proposed governance
arrangements, as set out in Appendix 1, for the development and
oversight of the West Midlands Rail Franchise through West
Midlands Rail Limited (WMR Ltd) and to approve the Council’s
membership of WMR Ltd and the appointment of directors to the
board of WMR Ltd.

The Government’s 'Rail devolution' agenda seeks to pass control for
the specification, management, and in some cases the procurement
of rail franchises to local bodies. Rail devolution therefore provides
an opportunity for increased local involvement and influence over
local rail services. Over the last two and a half years, the Council’s
officers have been working with the West Midlands Integrated
Transport Authority (ITA), Centro and all other West Midlands
metropolitan, shire and unitary authorities to develop a proposal for
increasing local involvement and influence over local rail services
through the franchise letting process.

The process for the letting of the new West Midlands Rail Franchise
Is now underway, and is already being developed in partnership
with all authorities. The Leaders’ Rail Group (LRG), with senior
political representation from each partner authority, was set-up in
September 2014 and has collectively expressed a view that a
separate body should engage with the Department of Transport
(DfT) on the letting of the West Midlands Rail Franchise and
participate in the management of the Franchise. The most
straightforward way to achieve this is to set up a company limited by
guarantee (WMR Ltd), owned by the Partner Authorities, which is
the purpose of this report.
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1.4

1.5

1.6

1.7

1.8

A formal Partnership Agreement is to be negotiated between WMR
Ltd and DfT which will govern the relationship between the two
organisations, and will set out the rights and obligations of both
parties.

The Partnership will have two distinct phases of development:

a) Phase 1: The period between now and the commencement of
the new West Midlands Rail Franchise in 2017, during which
WMR Ltd and DfT will work collaboratively on the franchise
design and procurement processes although the Secretary of
State for Transport will retain responsibility for letting the
franchise; and

b) Phase 2: The period following the commencement of the new
West Midlands Rail Franchise, during which it is expected that
the relationship between WMR and DfT will develop into a
clearly governed partnership for managing the franchise.

It is anticipated that partner authorities will join WMR Ltd and
appoint directors to WMR Ltd’s Board in advance of the Leader’s
Rail Group meeting scheduled for 4 December 2015 so that
meeting will become the first meeting of the new WMR Ltd Board of
Directors.

It is therefore proposed that:-

e the proposed governance arrangements for West Midlands
Rail Ltd be approved.

e the Council joining WMR Ltd as an Associate Member be
approved

e the Council appoint the Leader of the Council as a principal
director on the Board of WMR Ltd and the member
responsible for Transport as the substitute director on that
Board

It is intended that WMR Ltd will in due course enter into a formal
partnership agreement with the DfT that will set out the rights and
obligations of WMR Ltd in relation to the award of the new West
Midlands Rail Franchise and related matters and that agreement will
require approval by a 75% vote of WMR Ltd’'s members and will be
the subject of a future report to Cabinet/Council as required; any
WMR Ltd member may resign its membership of WMR Ltd at any
time, including where the member does not approve the terms of
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any such agreement.

1.9 The Cabinet on 14 October 2015 will also be considering the

proposals, in so far as the proposals are the responsibility of the
Executive.

Further details are attached for your information

2.1

2.2

2.3

2.4

Recommendations

That the proposed governance arrangements, as set out in
Appendix 1, be approved for the development and oversight of the
West Midlands Rail Ltd, established as a company limited by
guarantee with a Board of Directors appointed from each of the
constituent partner authorities for the purpose of providing local
democratic strategic guidance for the specification of the new West
Midlands rail franchise being let by the Department for Transport
during 2017.

That Sandwell Metropolitan Borough Council become a member of
West Midlands Rail Ltd.

That the Leader of the Council be appointed as a principal director
on the Board of West Midlands Rail Ltd and the member
responsible for transport as the substitute director on that Board.

That the Director - Governance enter into or execute such legal
documents as are necessary to give effect to the decisions
referred to in 2.1, 2.2 and 2.3 above.

Nick Bubalo Darren Carter
Director - Regeneration Section 151 Officer
and Economy

Contact Officer:
Andy Miller - Strategic Policy Manager
0121 569 4249
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3.1

3.2

3.3

Strategic Resource Implications

The franchise will be let by the DfT and as such, financial and
contractual risk will initially remain with central government.
However, longer term, rail franchises could be entirely devolved to
local control, as is the case on Merseyside. If options for increased
devolution are explored, with transfer of funding and powers, this
would be subject to Partner Authority approval. Changes to WMR
Ltd’s expected partnership agreement with the DfT would require
the approval of a 75% majority of WMR Ltd members.

As previously agreed by LRG and as applied for 2015/16, funding
for WMR is divided between Metropolitan districts (75%) and
Shire/Unitary authorities (25%). For Metropolitan districts this
funding is provided through the Centro levy so there would be no
additional cost to Sandwell MBC. For Shire/Unitary authorities, the
25% balance is divided equally amongst the seven Partners.

Future funding requirements will be agreed by the WMR Ltd Board
of Directors, and will be divided as described in paragraph 3.2
above. For the remainder of the franchise competition period, the
agreed budget for 2015/16 and anticipated costs for the following
two years are shown in the table below:

Description

2015/16 2016/17 2017/18

(7
Months)

1. Franchise Specification

£220,000

£100,000

£0

2. DIT/'WMR Agreements

£25,000

£15,000

£15,000

3. WMR Governance and
Admin

£5,000

£85,000

£80,000

4. Project/Programme Support

£135,500

£136,000

£95,000

5. Contingency (10%)

£38,550

£33,600

£19,000

Total

£424,050

£369,600

£209,000
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3.4

3.5

4.1

4.2

4.3

5.1

6.

After the commencement of the West Midlands franchise in October
2017, the current assumption is that most WMR operating costs will
be met by the DfT, and that the requirement for direct Partner
Authority financial contributions should be very modest.

In the event that any Partner Authority were to resign from WMR
Ltd, the resigning member would be required to honour its funding
commitments for the duration of the applicable financial year.

Legal and Statutory Implications

The Council has the powers to join WMR Ltd and to appoint
directors to its Board of Directors under section 1 of the Localism
Act 2011.

The Articles of Association of WMR Ltd are derived from the model
articles of association for companies limited by guarantee
contained in regulations pursuant to the Companies Act 2006.

Under the Articles of Association, the liability of the Council for the
debts of WMR Ltd would be limited to £1 in the event that the
company is wound up.

Implications for the Council's Scorecard Priorities

Joining WMR and influencing the franchise specification can
deliver regeneration and investment in businesses, people and

jobs.

Background Details

6.1 Partner Authorities are seeking greater influence and management

over the West Midlands local rail network, and the Secretary of
State for Transport has made a commitment to work with Partner
Authorities to achieve these ends. The process for the letting of
the new West Midlands Rail Franchise is now underway, and is
already being developed in partnership with Partner Authorities.
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6.2

It is expected that the existing London Midland franchise will be
split into two business units early in the new franchise term. One
of these will be for the West Midlands local rail network of
services, and the other those operated predominantly on the
West Coast Main Line.

6.3 Some important local routes, in particular on the Birmingham —

Stafford and Birmingham — Coventry — Northampton routes will
be operated by the West Coast Main Line business unit, and
Partner Authorities are also expecting to be able to contribute to
the specification and management of these services.

6.4 The proposition that Partner Authorities have agreed with DfT for

a)

b)

rail devolution in the West Midlands includes the following
features:

The existing London Midland franchise will be split into two
business units after the West Midlands Rail Franchise is let in
2017; a West Midlands Rail Local Business Unit and a West
Coast Business Unit (see map at Appendix C).

The specification of the West Midlands Rail Franchise will be
led by the DfT, with Partner Authorities having a strong
involvement, including staff from West Midlands Passenger
Transport Executive (Centro) on behalf of the ITA and some
Partner Authority and/or Centro staff being seconded to work
alongside the DfT’s team on behalf of the Partner Authorities
and WMR Ltd. Following franchise award, it is expected that
WMR Ltd will jointly manage the franchise in partnership with
the DfT. This will allow WMR Ltd to develop experience and
capability in readiness for future full devolution.

Partner Authorities, via WMR Ltd, will also influence over
franchises that provide core services through the region when
they are retendered.
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Proposed West Midlands Rail Devolution Governance Structure

6.5 The primary benefits from the proposed devolution of local rail
services are derived from the guiding strategic influence of local
politicians. Consequently, robust governance arrangements that
enable each of the patrticipating Partner Authorities to have a
voice are considered to be vital.

6.6 The principles that the governance is designed to achieve are:

e Effective, inclusive and transparent decision making between
partner authorities

e Democratic accountability
e Robust financial management

6.7 To achieve delivery of these principles the governance structure is
proposed to be as set out in appendix 1:
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1)

2)

3)

4)

5)

Appendix 1
Governance Arrangements

Each of the Partner Authorities will become a member of WMR
Ltd. A 75% vote of the members will be required to admit any
further members.

Strategic guidance and local democratic accountability will be
provided by the Board of Directors of WMR Ltd which will take all
decisions on behalf of WMR Ltd not reserved to WMR Ltd’s
members. The Board will be formed of the Leaders or other
senior representative appointed by each of the seven constituent
councils of the ITA and each of the seven Shire and Unitary
Partner Authorities or (in their absence) by substitute directors
appointed by each of those authorities. Each Director will have
one vote at Board meetings and decisions will also be capable of
being taken in writing (including by e-mail).

The entering by WMR Ltd of the envisaged formal partnership
agreement with the DfT or any other agreement providing for the
involvement of WMR Ltd in the specification, letting process or
management of any rail franchise agreement, in addition to
requiring the approval of the Board of Directors, will require the
approval of a 75% vote of the members, as will any substantial
amendment subsequently made to any such agreement.
Decisions requiring to be taken by WMR Ltd under the envisaged
partnership agreement will be taken by WMR Ltd’s Board of
Directors subject to any consultation or other similar
arrangements from time to time agreed between the members of
WMR Ltd

Only Partner Authority members who are local transport authorities
for their areas will be entitled to vote at members meetings
(including at annual general meetings, if WMR Ltd chooses to have
these). The ITA will have seven votes to reflect that it represents
seven constituent councils and each Shire and Unitary Partner
Authority member will have one vote. The ITA’s constituent
councils will join WMR Ltd as Associate Members without a
separate vote in addition to the votes they are able to exercise
through the ITA.

The Partnership Agreement between WMR and DfT would be held
and managed by WMR Ltd.

[ILO: UNCLASSIFIED]



WMR Ltd Board of Directors

6.8 Leaders’ Rail Group (LRG) was set up in Shadow form at a
meeting in Stafford on 25 September 2014 and, following
approval of the governance arrangements set out in this Report
and the Partner Authorities formally joining WMR Ltd, will in effect
become the Board.

6.9 Each Partner Authority other than the ITA will be represented on
the Board by a principal director or (in the absence of the
principal director) a substitute director appointed by that Partner
Authority. The ITA will in effect be represented on the Board by
the appointees of the ITA’s constituent councils. Each Director
will have one vote at Board meetings.

6.10 The Board of WMR Ltd are to be responsible, initially, for
determining the desired strategic direction, on behalf of Partner
Authorities, for the specification of the new West Midlands Rail
Franchise. Going forward, and subject to the agreement of each
Partner Authority, the Board will oversee strategic policy matters
in respect of the envisaged partnership agreement between WMR
Ltd and the DfT.

6.11 The Board is expected to meet at least quarterly.

West Midlands Rail Limited

6.12WMR Ltd will be a separate body, acting on behalf of the ITA and
Metropolitan and Shire/Unitary Partner Authorities and will be a
company limited by guarantee.

6.13WMR Ltd has already been formally incorporated, set-up by
Centro as a dormant company in 2014 in order to preserve the
availability of the company name. At the point that Partner
Authorities become members of WMR Ltd, Centro will cease to
be a member and upon the new directors being appointed the
existing sole director will resign.
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6.14 The key objectives of WMR Ltd are:

e to promote the devolution of responsibility for rail passenger
services and (where appropriate) associated facilities in the
West Midlands and Northamptonshire to local transport
authorities or other appropriate local authorities or other bodies
within that area (acting through WMR Ltd [the Company]);

e to manage or to assist in managing the performance of ralil
passenger services operating within the West Midlands and
Northamptonshire pursuant to rail franchise agreements or
other similar agreements;

e to improve rail passenger services and associated facilities
within the West Midlands and Northamptonshire; and

o to develop and oversee the implementation of a long-term
strategy for rail passenger services in the West Midlands and
Northamptonshire as approved by the Members.

6.15The rights of Partner Authorities to be consulted by the Secretary
of State about the specification for rail franchises is unaffected by
the existence of WMR Ltd and will remain. Similarly, powers to
procure increments from the train operator will also remain, as at
present. WMR Ltd is intended to provide Partner Authorities with
a powerful further influence by providing a united, collegiate voice
at the heart of franchise specification and management.

6.16 The longer term role of WMR Ltd in specifying and managing the
West Midlands Rail Franchise will be governed by a formal
partnership agreement with the DfT which as noted above will
require a 75% vote of WMR Ltd members. Each subsequent
phase of devolution is expected to require a separate agreement
with the DfT or changes to the initial partnership agreement, and
any such agreements or changes will also require such approval
by members, as well as the approval of the Board.

6.17 It is proposed that Partner Authorities join WMR Ltd and appoint
directors to WMR Ltd’s Board in advance of the LRG meeting
scheduled for 4 December 2015 so that that meeting will become
the first meeting of the new WMR Ltd Board of Directors.
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West Midlands Rail Limited Articles of Association

6.18 A summary of the provisions of the WMR Ltd Articles of
Association are attached as Appendix A and a copy of the
Articles is attached as Appendix B.

Administrative Arrangements

6.19 Administrative support for WMR Ltd and the Board of Directors of
WMR Ltd will be provided by Centro.

Management of Risk

6.20 A risk workshop involving Partner Authorities was held in July 2015
resulting in the compilation of a comprehensive risk register
(contained at Appendix D). WMR project risk is monitored and
managed monthly through the WMR Programme Board and
Officers’ Rail Devolution Group.

6.21 No financial or contractual risk for the West Midlands franchise will
be held by WMR Ltd or its member authorities. These risks will
remain with the DfT for the next franchise term. Any future
change to the apportionment of risk as part of proposals for
further devolution will be subject to agreement by individual
Partner Authorities.

6.22 Financial liability for each member in the event of WMR Ltd being
wound up through insolvency is limited to £1.

Timescales

6.23 The first meeting of the new Board of Directors is proposed to take
place on 4 December 2015, subject to the Partner Authorities
having by then applied to join WMR Ltd and having formally
appointed their Leaders and/or other chosen nominees to the
Board of Directors.

6.24 Key milestones going forward are shown below:
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Issue OJEU/PQQ December 2015
. . Winter 2015/
Public Consultation Spring 2016
Publish ITT July 2016
Contract Award June 2017
Commence Service October 2017

Source Documents

e Localism Act (2011)
e Companies Act (2006)

e Other background documentation is available to view at
http://www.westmidlandsrail.com/downloads/

12
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Appendix A

Summary of WMR Ltd Articles of Association

Introduction

1.

The Articles of Association of WMR Ltd (the Company) are derived
from the model articles of association for companies limited by
guarantee contained in Regulations made pursuant to the
Companies Act 2006 but incorporating changes that are typically
made to those model articles to clarify or to add to them and
changes reflecting the proposed specific objects and bespoke
governance arrangements developed by the WMR governance
workstream group.

Objects and Powers

2.

The objects of the Company (article 2) are limited to activities
relating to the devolution of West Midlands rail services as
described in the main body of this Report. The powers of the
Company (article 3) are mostly generic powers enabling the
Company to do all necessary things in pursuance of its stated
objects.

Application of Income, Winding Up and Members’ Liability

3.

Any income/monies held by the Company are to be applied to
promote the Company’s objects and not returned to members
except where the Company is formally wound up (in which case
members share in accordance with their voting rights) (articles 4
and 5).

In the event of an insolvent winding up each member’s liability is
limited to £1 (article 6) and the position under applicable company
law is that no member assumes any further liability in respect of the
Company merely as a result of being a member (e.g. not including
where they have otherwise agreed to assume such liability pursuant
to a separate funding agreement).

Board of Directors

5.

The Company’s Board of Directors will be appointed by each
member authority (other than the ITA) appointing a principal director
and a substitute director to represent them (the substitute director
only being entitled to vote in the absence of the principal director)
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10.

11.

12.

(article 22). This right for member authorities to appoint directors
could be amended in circumstances where the members agree by a
75% majority vote to the admission of a further member authority
(for example as a result the creation of a combined authority with
more than seven constituent authorities) and any changes to this
right will also require a 75% majority vote.

A director may be removed by the appointing member authority and
will cease to be a director in various specified circumstances,
including where the director resigns, is an elected member of the
appointing authority and ceases to be an elected member, or the
appointing authority resigns its membership of the Company
(articles 22 and 23).

The chair of the Board will be selected annually by the Board but
the position must alternate between a director appointed by an ITA
constituent council and a director appointed by a shire council or
unitary authority (with the vice chair for the time being selected from
the other category of directors) (article 17).

Each director will have one vote at Board meetings and the chair
will not have a casting vote (articles 12 and 17.4).

The quorum for Board meetings shall be a majority of directors (not
counting substitute directors) (article 16).

Board meetings must be held at least four times per year and
additional meetings may be called by any director (article 14).

Non-directors may be invited to Board meetings on a non-voting
basis (article 11).

The Board will generally make all decisions on behalf of the
Company and be responsible for the management of the Company
except that:

a) the Company’s members may by a special resolution (i.e. a
75% vote) direct the Board to take any specified action; and

b) any agreement between the Company and the Secretary of
State for Transport relating to rail franchising (and any
substantial amendment to any such agreement) will also
require approval by such a special resolution (articles 7 and 8).
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13.

14.

15.

16.

17.

It is intended that further member approval rights will be considered
in the light of the terms of the final agreement with the Secretary of
State and the consequences on the decisions that it will be open to
the Company to make. Those approval rights would either be
incorporated into article 8.3 or in a separate agreement between the
member authorities, which it is expected would also deal with
funding issues.

The Board may delegate their powers (e.g. to a committee or to an
employee or secondee acting for the Company) (articles 9 and 10).

Directors may participate at Board meetings by conference
call/telephone (article 15). Board decisions can also be made by e-
mail where a resolution is circulated to all Directors and approved
by a majority of them within the timescale proposed with the
resolution (with substitute directors counting and being entitled to
vote only where the relevant principal directors have not indicated
either agreement or disagreement to the resolution within the
required timescale) (article 13).

Directors may authorise a conflict of interest relating to a director,
but where the conflict relates to a personal financial interest it must
also be authorised by ordinary resolution (i.e. majority vote) of the
Company’s members. A director may not vote on the authorisation
of their own conflict of interest and any voting rights in relation to the
relevant matter following authorisation of the conflict will depend on
the terms of the authorisation decided on by the directors. (Article
18)

However, no conflict authorisation is required by reason of a director
being a member or officer of a member authority and a director may
provide his or her appointing authority with such information about
the Company’s activities as he or she sees fit (article 18.1).

Directors who are members of a member authority will not be
entitled to receive any remuneration for acting as a director and any
expenses payable will be limited by the relevant Local Government
Act requirements (articles 25.3 and 26.2).
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Membership

18.

19.

20.

21.

22.

Membership of the Company is divided into two categories —
members who are local transport authorities (as defined in section
108 of the Transport Act 2008) (LTA Members) and those who are
not (Associate Members). Unless approved by special resolution of
the members, only the ITA, the ITA’s constituent councils and the
other shire/unitary Partner Authorities may be admitted to
membership (articles 28 and 29). Where further and different
categories of members are approved by special resolution it may
then be appropriate to amend the Articles of Association to adjust
voting and director appointment rights, which could also be done by
special resolution of the members.

Standard provisions are included regarding the calling and holding
of a general meeting of members, the quorum for which is members
holding a majority of the voting rights (articles 32 to 37 and 39 to
42). No requirement is included for the Company to hold annual
general meetings, but the Directors may choose to convene these.

Members authorities would attend members meetings by resolving
to authorise a representative to exercise their rights at the meetings
(article 40).

Decisions at general meetings may be taken on a show of hands if
unanimous and no one requires a poll vote, but will otherwise
require a poll vote. On a poll vote only LTA Members will have a
vote and the ITA will have one vote for each of its constituent
councils, i.e. 7 votes in total and the other local transport authority
members would have one vote each (articles 38 and 39). The
proposed provision for a successor to the ITA (i.e. a combined
authority) to have one vote for each constituent council for whose
area it is the local transport authority is subject to further review in
the light of the expected make up of the combined authority that is
proposed to succeed the ITA.

It would be possible for the ITA or a successor combined authority
to cast some of its votes for and some of its votes against a
resolution if that were agreed by the constituent council leaders
(sitting as the ITA/combined authority). However, under applicable
company law, all of those votes would need to be cast by one
representative acting for the ITA/combined authority (even though
the authority would be able to appoint more that one representative
to attend a general meeting if it wished to do so).
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23.

24.

25.

26.

The chair of a general meeting is prohibited by law from exercising
a casting vote (article 38.4).

There is an exception to the non-voting status of an Associate
Member to allow such a member to vote on and to defeat any
resolution under the Companies Act to remove a director it has
appointed (article 38.3).

Any member may terminate its membership of the Company on 7
days notice at any time (article 30.1). Provision is made for
expelling members who are not local authorities (should such
members be admitted with the consent of the members) where their
conduct is considered likely to have an adverse effect on the
Company (article 31).

Provision is also made for membership changes arising from the
proposed combined authority that is expected to succeed the ITA
and for other potential changes. In particular, provision is made for
the ITA’'s membership to be capable of transferring to a successor
combined authority (article 30.2), for an LTA Member ceasing to be
a local transport authority and thereby becoming a non-voting
Associate Member (article 30.3) and for the combined authority then
to have one vote for each constituent council for whose area it is the
local transport authority (article 38.2). Depending on the number of
such constituent councils and the number of other LTA members,
this could result in any the combined authority having a majority of
votes at members meetings those constituent councils between
them also appointing a majority of the Directors.

Miscellaneous

27.

Standard articles are included regarding company notices, use of a
common seal and the right of Directors to be indemnified from the
Company’s assets (where it has assets) in respect of liabilities
properly incurred as Directors and/or to insure against such
liabilities (articles, 43, 44 and 46). In addition, reference is included
to the applicability of transparency/information requirements
applicable to the Company under the Local Authorities (Companies)
Order 1995 (article 45).
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Appendix B
WMR Ltd Articles of Association

THE COMPANIES ACT 2006

PRIVATE COMPANY LIMITED BY GUARANTEE
ARTICLES OF ASSOCIATION

OF

WEST MIDLANDS RAIL LIMITED (the "Company")

(Adopted by special resolution passed on [INSERT DATE])
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PART 1 - OBJECTS, POWERS AND INTRODUCTORY PROVISIONS

1 Interpretation

1.1 In these Articles, unless the context otherwise requires:

Act: means the Companies Act 2006;
Articles: means the Company’s articles of association for the time being in force;
Associate Member: has the meaning given in article 28.1(b);

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;

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

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

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

Director: means a director of the Company, and includes any Principal Director and
Substitute Director and any other person occupying the position of director of the Company,
by whatever name called,;

document: includes, unless otherwise specified, any document sent or supplied in electronic
form;

electronic form: has the meaning given in section 1168 of the Act;

Eligible Director: means a Director who would be entitled to vote on the matter at a
Directors’ meeting (but excluding in relation to the authorisation of a Conflict pursuant to
article 18, any Director whose vote is not to be counted in respect of the particular matter);
ITA: means the West Midlands Integrated Transport Authority;

local transport authority: has the meaning given in section 108 of the Transport Act 2000;

LTA Member: has the meaning given in article 28.1(a);
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1.2

1.3

1.4

1.5

1.6

1.7

Member: means a member of the Company being either an LTA Member or an Associate
Member;

Model Articles: means the model articles for private companies limited by guarantee
contained in Schedule 2 of the Companies (Model Articles) Regulations 2008 (S| 2008/3229)
as amended prior to the date of adoption of these Articles;

Northamptonshire: means the shire county known as Northamptonshire;

Objects: means the objects set out in article 2;

ordinary resolution: has the meaning given in section 282 of the Act;

participate: (in relation to a Directors’ meeting) has the meaning given in article 15;

Principal Director: has the meaning given in article 22.1;

proxy notice: has the meaning given in article 41;

special resolution: has the meaning given in section 283 of the Act;

subsidiary: has the meaning given in section 1159 of the Act;

Substitute Director: has the meaning given in article 22.1;

West Midlands: means the West Midlands metropolitan county and the shire counties of
Herefordshire, Shropshire, Staffordshire (excluding the area for which Stoke-on-Trent City
Council is the local transport authority), Warwickshire and Worcestershire; and

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 and save as otherwise specifically provided in these
Articles, words and expressions which have particular meanings in the Act shall have the

same meanings in these Articles.

Headings in these Articles are used for convenience only and shall not affect the construction
or interpretation of these Articles.

A reference in these Articles to an "article" is a reference to the relevant article of these
Articles unless expressly provided otherwise.

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

€) any subordinate legislation from time to time made under it; and

(b) any amendment or re-enactment and includes any statute, statutory provision or
subordinate legislation which it amends or re-enacts.

Any phrase introduced by the terms "including”, “include", "in particular" or any similar
expression shall be construed as illustrative and shall not limit the sense of the words
preceding those terms.

The Model Articles shall not apply to the Company.
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3.1

Objects
The Company’s objects are restricted to the following:

€) to promote the devolution of responsibility for rail passenger services and (where
appropriate) associated facilities in the West Midlands and Northamptonshire to local
transport authorities or other appropriate local authorities or other bodies within that
area (acting through the Company);

(b) to manage or to assist in managing the performance of rail passenger services
operating within the West Midlands and Northamptonshire pursuant to rail franchise
agreements or other similar agreements;

(c) to improve rail passenger services and associated facilities within the West Midlands
and Northamptonshire; and

(d) to develop and oversee the implementation of a long-term strategy for rail passenger
services in the West Midlands and Northamptonshire as approved by the Members.

Powers
In pursuance of the Objects, the Company has the power to:

€) enter into arrangements and/or agreements with the Secretary of State for Transport
in relation to the provision of rail passenger services in the West Midlands and
Northamptonshire and adjacent areas pursuant to rail franchises awarded by him or
her,;

(b) enter into contracts for the provision of rail passenger services and associated
facilities in the West Midlands and Northamptonshire (and outside of that area where
associated with the provision of those services and facilities within that area);

(© enter into any other contracts to procure or to provide services of any kind (including
on behalf of other bodies);

(d) buy, lease or otherwise acquire and deal with any property real or personal and any
rights or privileges of any kind over or in respect of any property real or personal and
to improve, manage, develop, construct, repair, sell, lease, mortgage, charge,
surrender or dispose of or otherwise deal with all or any part of such property and any
and all rights of the Company;

(e) borrow and raise money in such manner as the Directors shall think fit and secure the
repayment of any money borrowed, raised or owing by mortgage, charge, lien or
other security on the Company's property and assets;

)] invest and deal with the funds of the Company not immediately required for its
operations in or upon such investments, securities or property as may be thought fit;

(9) subscribe for, take, buy or otherwise acquire, hold, sell, deal with and dispose of,
place and underwrite shares, stocks, debentures, debenture stocks, bonds,
obligations or securities issued or guaranteed by any government or authority in any
part of the world;

(h) lend and advance money or give credit on such terms as may seem expedient and
with or without security to customers and others, to enter into guarantees, contracts
of indemnity and suretyships of all kinds to receive money on deposit or loan upon
such terms as the Company may approve and to secure or guarantee the payment of
any sums of money or the performance of any obligation by any company, firm or
person including any holding company or subsidiary;
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4.1

4.2

51

6.1

0] lobby, advertise, publish, educate, examine, research and survey in respect of all
matters of law, regulation, economics, accounting, governance, politics and/or other
issues and to hold meetings, events and other procedures and co-operate with or
assist any other body or organisation in each case in such way or by such means as
may, in the opinion of the Directors, affect or advance the Objects;

)] pay all or any expenses incurred in connection with the promotion, formation and
incorporation of the Company and to contract with any person, firm or company to
pay the same;

(k) provide and assist in the provision of money, materials or other help;.

)] open and operate bank accounts and other facilities for banking and draw, accept,
endorse, issue or execute promissory notes, bills of exchange, cheques and other
instruments;

(m) incorporate subsidiary companies to carry on any trade; and

(n) do all such other lawful things as are, in the opinion of the Directors, incidental or

conducive to the pursuit or to the attainment of any of the Objects.
Income

Subject to article 5, the income and property of the Company shall be applied solely in
promoting the Objects.

Subject to article 5, no dividends or bonus may be paid or capital otherwise returned to the
Members, provided that this article 4 shall not prevent any payment by the Company of:

€) remuneration or expenses to Directors in accordance with articles 25 and 26;
(b) reasonable and proper remuneration and/or expenses to any other officer or servant

of the Company for any services rendered to the Company or in connection with the
exercise of their powers and the discharge of their responsibilities in relation to the

Company;
(© any interest on money lent by any Member at a reasonable and proper rate; or
(d) reasonable and proper rent for premises demised or let by any Member.
Winding Up

On the winding-up or dissolution of the Company, any assets or property that remains
available to be distributed or paid, shall be distributed or paid to the Members for the time
being in proportion to their voting rights on a poll at general meetings of the Company
(disregarding voting rights resulting from the application of article 38.3).

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

to contribute to the assets of the Company in the event of its being wound up while he is a
Member or within one year after he ceases to be a Member, for:

(a) payment of the Company's debts and liabilities contracted before he ceases to be a
Member;

(b) payment of the costs, charges and expenses of the winding up; and

(c) adjustment of the rights of the contributories among themselves.
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7.1

8.1

8.2

8.3

9.1

9.2

9.3

10

10.1

10.2

PART 2 — DIRECTORS’ MEETINGS AND DECISION MAKING
Directors’ General Authority
Subject to the Articles (including in particular article 8) and to the provisions of the Act, the
Directors are responsible for the management of the Company’s business, for which purpose
they may exercise all the powers of the Company.

Members’ Reserve Power And Approval Rights

The Members 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.

The Directors shall ensure that the Company will not do and will not enter into any agreement

to do any of the following acts or things without the prior approval of the Members by special

resolution:

€) enter into a partnership agreement or other formal agreement with the Secretary of
State for Transport providing for the involvement of the Company in the specification,
letting process or management of any rail franchise agreement; and

(b) make any substantial amendment to any such agreement.

Directors May Delegate

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

€) to such person or committee;

(b) by such means (including by power of attorney);
(© to such an extent;

(d) in relation to such matters; and

(e) 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.
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Attendance Of Non-Directors At Directors’ Meetings

The Directors may from time to time invite any persons they think fit to attend Directors’
meetings and to speak (but not vote) at those meetings, either in relation to individual
meetings or to Directors’ meetings generally.

Directors To Take Decisions Collectively

Subject to article 12.3 any decision of the Directors must be either a majority decision at a
Directors’ meeting or a decision taken in accordance with article 13.

Subject to article 18 and article 24.3 each Director participating in a Directors’ meeting has
one vote in respect of decisions proposed to be taken at that meeting.

If:
€) there is only one Director for the time being, and
(b) no provision of the Articles requires it to have more than one Director,

then the Director may (for so long as he remains the sole Director) take decisions without
regard to any of the provisions of the Articles relating to Directors’ decision-making except for
the provisions of article 18 and article 8 and any other provision of the Articles requiring
Directors’ decisions to be approved by the Members.

Directors’ Written Resolutions And Unanimous Decisions

Any Director may propose a Directors’ written resolution by giving notice in writing, setting out
the wording of the proposed resolution and the time limit for adopting it, to each of the other
Directors, provided that where the Company has a company secretary a Director may instead
require the company secretary to circulate that notice to each of the Directors.

A Directors’ written resolution circulated in accordance with article 13.1 is adopted when a
majority of Eligible Directors have signed one or more copies of it and circulated these to all
Directors or otherwise indicated their agreement in writing to the resolution to all Directors
before the relevant time limit expires.

For the purposes of article 13.2 a Substitute Director shall not be an Eligible Director and shall
not be counted in calculating whether a majority of Eligible Directors have agreed a resolution
unless either (1) the Principal Director for whom he or she is a substitute has ceased to be a
Director and no replacement has yet been appointed pursuant to article 22.4 or (2):

€) the Principal Director for whom he or she is a substitute would be entitled to vote on
the relevant matter at a Directors’ meeting;

(b) there would have been no requirement pursuant to article 18.3(c) not to count that
vote; and

(c) that Principal Director does not, within the applicable time limit, sign a copy of the
written resolution or indicate in writing either agreement or disagreement to the
resolution;

provided in each case that there would have been no requirement pursuant to article 18.3(c)
not to count the Substitute Director’'s vote had the resolution been adopted at a Directors’
meeting.

Where article 13.3 applies the relevant Substitute Director shall be an Eligible Director for the
purposes of article 13.2 in place of the Principal Director for whom he or she is a substitute.
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A unanimous decision of the Directors is taken when all Eligible Directors indicate to each
other by any means that they share a common view on a matter and may take the form of a
resolution in writing, where each Eligible Director has signed one or more copies of it, or to
which each Eligible Director has otherwise indicated agreement in writing. For the purposes
of this article 13.5 a Substitute Director is not an Eligible Director except in the circumstances
set out in article 24.3(e) (in which case the agreement in writing of the Principal Director for
whom he or she is a substitute shall not be required for the relevant unanimous decision).

A decision may not be taken in accordance with this article 13 if the Eligible Directors taking
that decision would not have formed a quorum at a Directors’ meeting.

Calling A Directors' Meeting

Unless otherwise agreed by the Directors, Directors’ meetings shall be held in March, June,
September and December of each year or otherwise at least four times per year with a period
of not less than 10 weeks between any two meetings.

Any Director may call a Directors' meeting by giving not less than 5 Business Days’ notice (or
such lesser notice as all the Directors, excluding Substitute Directors, may agree) to the
Directors or by authorising the company secretary (if any) to give such notice.

Notice of a Directors' meeting shall be given to each Director in writing.

A Director who is absent from the UK and who has no registered address in the UK shall not
be entitled to notice of the Directors' meeting.

Notice of any Directors’ meeting must indicate:

€) its proposed date and time;

(b) where it is to take place; and

(© if it is anticipated that Directors 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.

Notice of any Directors' meeting must be accompanied by an agenda specifying reasonably
clearly the matters to be raised at the 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 before or up to 7 days
after the date of the meeting. 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:

(a) the meeting has been called and takes place in accordance with the Articles, and

(b) they can each communicate to the others any information or opinions they have on
any particular item of the business of the meeting.

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.
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Quorum For Directors' Meetings

Subject to article 16.3, the quorum for the transaction of business at a meeting of Directors
shall be such number of Eligible Directors as is equal to the number of Directors that
constitutes a majority in number of the Directors for the time being appointed (excluding any
Substitute Director except where the Principal Director for whom the relevant Substitute
Member acts as substitute has ceased to be a Director and has not been replaced pursuant
to article 22.4).

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

For the purposes of any meeting (or part of a meeting) held pursuant to article 18 to authorise
a Conflict, if there are less Eligible Directors than the quorum required by article 16.1 due to
the number of Interested Directors (as defined in article 18.2) in relation to that Conflict, then
the quorum for such meeting (or part of a meeting) shall be the number of such Eligible
Directors.

Chairing Of Directors’ Meetings

The Directors shall appoint one of the Directors as the Chair of the Company and one of the
Directors as the Vice-Chair of the Company, such appointments to take effect (subject to
early termination in accordance with article 17.2) either until the next annual general meeting
of the Company (if the Company holds annual general meetings) or until the start of the first
Directors’ meeting to take place after the first anniversary of his or her appointment (if the
Company does not hold annual general meetings), provided that:

€) where the Chair is a Director appointed by an Associate Member then the Vice-Chair
must be a Director appointed by an LTA Member (and vice versa); and

(b) the position of Chair and the position of Vice-Chair shall alternate between a Director
appointed by an Associate Member and a Director appointed by an LTA Member.

The Directors may terminate the appointment of the Chair or Vice-Chair of the Company at
any time provided they appoint a replacement.

The Chair (or the Vice-Chair if the Chair is not participating in the relevant meeting) shall chair
Director's meetings provided that if neither the Chair nor the Vice-Chair is participating in a
Directors’ meeting within ten minutes of the time at which it was due to start, the participating
Directors shall appoint one of themselves to chair it.

The chair of a Directors’ meeting shall not have a casting vote in the event of an equality of
votes cast for and against a proposal at the meeting.

Directors' Conflicts Of Interest

A Director, notwithstanding his office, may be an elected member of, a director or other officer
of, employed by, or otherwise interested in, the Member who appointed him or her as a
Director of the Company and no authorisation under this article 18 shall be necessary in
respect of any such interest. Any Director shall be entitled from time to time to disclose to the
Member who appointed him or her such information concerning the business and affairs of
the Company as he or she shall at his or her discretion see fit.

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

Any authorisation under this article 18 shall be effective only if:
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(@)

(b)

()

(d)

to the extent permitted by the Act, the matter in question shall have been proposed by
any Director for consideration in the same way that any other matter may be
proposed to the Directors under the provisions of these Articles;

any requirement as to the quorum for consideration of the relevant matter is met
without counting the Interested Director;

the matter was agreed to without the Interested Director (or the Substitute Director for
that Interested Director) voting or would have been agreed to if their vote had not
been counted; and

in the case of a Conflict arising as a result of a personal financial interest of the
relevant Director or a connected person, the Company by ordinary resolution also
authorises that Conflict.

In article 18.3(d) "connected person" means:

(@)
(b)

(©)

(d)

(e)

a child, parent, grandchild, grandparent, brother or sister of the relevant Director;

the spouse or civil partner of the relevant Director or of any person falling within
paragraph (a) above;

a person carrying on business in partnership with the relevant Director or with any
person falling within paragraph (a) or (b) above;

an institution which is controlled:

0] by the relevant Director or any connected person falling within paragraph (a),
(b) or (c) above; or

(i) by two or more persons falling within subparagraph (i), when taken together;
or

a body corporate in which:

the relevant Director or any connected person falling within paragraphs (a), (b) or (c)
above has a substantial interest; or

0] two or more persons falling within subparagraph 0 who, when taken together,
have a substantial interest.

Any authorisation of a Conflict under this article 18 may (whether at the time of giving the
authorisation or subsequently):

(@)

(b)

()

(d)

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

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

provide that the Interested Director shall or shall not be an Eligible Director in respect
of any future decision of the Directors in relation to any resolution related to the
Conflict;

impose upon the Interested Director such other terms for the purposes of dealing with
the Conflict as the Directors think fit; and
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(e) permit the Interested Director to absent himself from the discussion of matters
relating to the Conflict at any meeting of the Directors and be excused from reviewing
papers prepared by, or for, the Directors to the extent they relate to such matters.

Where the Directors authorise a Conflict, the Interested Director shall be obliged to conduct
himself in accordance with any terms and conditions imposed by the Directors in relation to
the Conflict.

The Directors may revoke or vary such authorisation at any time, but this shall not affect
anything done by the Interested Director prior to such revocation or variation in accordance
with the terms of such authorisation.

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

Subject to sections 177(5), 177(6), 182(5) and 182(6) of the Act and to any voting restrictions
or other terms imposed by the Directors pursuant to article 18.5 when authorising the relevant
Conflict under article 18.2, and provided he or she has declared the nature and extent of his
or her interest in accordance with the requirements of the Act, a Director who is in any way,
whether directly or indirectly, interested in an existing or proposed transaction or arrangement
with the Company:

€) may be a party to, or otherwise interested in, any transaction or arrangement with the
Company or in which the Company is otherwise (directly or indirectly) interested;

(b) shall be an Eligible Director for the purposes of any proposed decision of the
Directors (or committee of Directors) in respect of such existing or proposed
transaction or arrangement in which he or she is interested,;

(c) shall be entitled to vote at a meeting of Directors (or of a committee of the Directors)
or participate in any unanimous decision, in respect of such existing or proposed
transaction or arrangement in which he or she is interested;

(d) may be a Director or other officer of, or employed by, or a party to a transaction or
arrangement with, or otherwise interested in, any body corporate in which the
Company is otherwise (directly or indirectly) interested; and

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

Subject to article 18.11, 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 of the meeting whose ruling in relation to any Director other than the chair
of the meeting 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 of the meeting, the question is to be decided by a decision of the
Directors at that meeting, for which purpose the chair of the meeting is not to be counted as
participating in the meeting (or that part of the meeting) for voting or quorum purposes.
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Where a Conflict has been authorised by the Directors in accordance with article 18.2 or is
permitted by article 18.1 then where the Director concerned obtains or has obtained (through
his involvement in the Conflict and otherwise than through his or her position as a Director)
information that is confidential to a third party (including any Member) the Director shall not be
obliged to disclose that information to the Company or to use it in relation to the Company’s
affairs where to do so would amount to a breach of a duty or obligation of confidence owed by
the Director to the relevant third party.

Records Of Decisions To Be Kept

In addition to ensuring that the Company retains a copy of the minutes of each Directors’
meeting for ten years from the date of the meeting in accordance with section 248 of the Act,
the Directors shall 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.

Where decisions of the Directors are taken by electronic means, such decisions shall be
recorded by the Directors in permanent form, so that they may be read with the naked eye.

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.

PART 3 - APPOINTMENT OF DIRECTORS AND COMPANY SECRETARY
Number Of Directors

Unless otherwise determined by special resolution, the number of Directors (other than
Substitute Directors) shall be subject to a maximum equal to one less than the number of
Members of the Company for the time being and shall not be less than three.

Appointment And Removal Of Directors And Substitute Directors

Each Member (other than the ITA) and each Associate Member shall be entitled to appoint
one person to be a Director of the Company (Principal Director) and a further person as a
substitute for that Director (Substitute Director), subject to them being willing to act as
Directors and permitted by law to do so.

Any Director appointed pursuant to article 22.1 may at any time be removed from office by the
Member who appointed him or her.

Any appointment or removal of a Director pursuant to this article 22 shall be in writing and
signed by or on behalf of the relevant Member and served on the Company at its registered
office, marked for the attention of the company secretary or the Directors or delivered to a
duly constituted Directors’ meeting as well as (in the case of removal of a Director) on the
relevant Director. Any such appointment or removal shall take effect when received by the
Company or at such later time as shall be specified in such notice.

If any Director shall die or be removed from or vacate office for any cause, the Member who
appointed him or her shall be entitled to appoint another person in his place pursuant to
article 22.1.

No Director shall be appointed or removed otherwise than pursuant to these Articles, save as
provided by law.

Termination Of Directors’ Appointments

A person ceases to be a Director with immediate effect where:
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24.1
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243

(@)

(b)

()

(d)
()

(f)
(9)

(h)

the Member who appointed that person pursuant to article 22.1 has ceased to be a
Member of the Company;

the Director was an elected member of the Member who appointed him or her
(including by being an elected mayor) and has ceased to be such an elected
member;

(in the case of a Director appointed by an Associate Member) article 30.4 applies;

that person dies or is removed from office pursuant to article 22.2;

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

a bankruptcy order is made against that person;

a composition is made with that person’s creditors generally in satisfaction of that
person’s debts; or

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.

Rights And Responsibilities Of Substitute Directors

The role of a Substitute Director shall generally be, in relation to the taking of decisions by the
Directors, to exercise the powers of the Principal Director for whom they have been appointed
as a substitute and to carry out his or her responsibilities in the event of his or her absence or
non-participation.

Except as the Articles otherwise provide, Substitute Directors:

(@)
(b)
(€)

(d)

are deemed for all purposes to be Directors;
are liable for their own acts and omissions;

are subject to the same restrictions as the Principal Directors for whom they act as
substitutes; and

are not deemed to be agents of or for the Principal Directors for whom they act as
substitutes;

and, in particular (without limitation), each Substitute Director shall be entitled to receive
notice of all Directors’ meetings and of all meetings of committees of Directors of which the
Principal Director for whom he or she acts as substitute is a member.

A Substitute Director:

(@)

(b)

()

unless otherwise agreed by the relevant Directors’ meeting, may only participate in a
Directors’ meeting or a committee of Directors if the Principal Director for whom he or
she acts as substitute is not participating in the meeting;

may only vote on a resolution taken by a Directors’ meeting or a committee of
Directors if the Principal Director for whom he or she acts as substitute is not
participating in the meeting;

may only be counted as participating for the purposes of determining whether a
guorum is present if the Principal Director for whom he or she acts as substitute is not
participating in the relevant Directors’ or committee of Directors’ meeting;]
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(d) may only participate in adopting a Directors’ written resolution pursuant to article 13.2
where permitted by article 13.3; and

(e) may only participate in a unanimous decision of the Directors pursuant to article 13.5
if:

() the Principal Director for whom he or she acts as substitute is an Eligible
Director in relation to that decision and does not indicate in writing either
agreement or disagreement to the decision; or

(ii) that Principal Director has ceased to be a Director and no replacement has
yet been appointed pursuant to article 22.4.

A Substitute Director may be paid expenses and may be indemnified by the Company to the
same extent as any Principal Director but shall not be entitled to receive any remuneration
from the Company for serving as a Substitute Director except such part (if any) of the
remuneration otherwise payable to the Principal Director for whom he or she acts as
substitute as that Principal Director may by notice in writing to the Company from time to time
direct.

Directors’ Remuneration

Directors may undertake any services for the Company that the Directors decide.

Subject to article 25.3, Directors are entitled to such reasonable and proper remuneration as
the Directors determine:

€) for their services to the Company as Directors, and

(b) for any other service which they undertake for the Company.

A Director who is for the time being an employee or an elected member of a Member
(including by being an elected mayor) may not receive any remuneration pursuant to article
25.2 for his or her services to the Company as a Director.

Subject to the Articles, a Director’'s remuneration may:

€) take any form, and

(b) include any arrangements in connection with the payment of a pension, allowance or
gratuity, or any death, sickness or disability benefits, to or in respect of that Director.

Unless the Directors decide otherwise, Directors’ remuneration accrues from day to day.
Unless the Directors decide otherwise, Directors are not accountable to the Company for any
remuneration which they receive as Directors or other officers or employees of the
Company’s subsidiaries or of any other body corporate in which the Company is interested.
Directors’ Expenses

Subject to article 26.2 the Company may pay any reasonable expenses which the Directors

and the company secretary (where applicable) properly incur in connection with their
attendance at:

(a) meetings of Directors or committees of Directors,
(b) general meetings, or
(c) separate meetings of the holders of debentures of the Company,
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or otherwise in connection with the exercise of their powers and the discharge of their
responsibilities in relation to the Company.

In the case of a Director who is for the time being an elected member of a Member (including
by being an elected mayor) any expenses paid pursuant to article 26.1 in respect of travelling
or subsistence shall not exceed the maximum amount of travelling or subsistence allowances
which would for the time being be payable to that Director by the relevant Member if the
duties in respect of which such expenses are paid were approved duties for the purposes of
section 174 of the Local Government Act 1972.

Secretary
The Directors may appoint any person who is willing to act as the company secretary for such
term, at such remuneration and upon such conditions as they may think fit and from time to

time remove such person and, if the Directors so decide, appoint a replacement, in each case
by a decision of the Directors.

PART 4 - MEMBERSHIP
Membership Categories And Admission Of Members

There are two categories of membership having the differing rights set out in these Articles as
follows:

€) LTA Members, being members of the Company who are local transport authorities;
and

(b) Associate Members, being members of the Company who are not local transport
authorities.

Admission of Members

Except with the prior approval of the Members by special resolution only the following shall be
entitled to be admitted as members of the Company:

€) the ITA (as an LTA Member);

(b) Herefordshire Council (as an LTA Member);

(c) Northamptonshire County Council (as an LTA Member);
(d) Shropshire Council (as an LTA Member);

(e) Staffordshire County Council (as an LTA Member);

) Borough of Telford & Wrekin (as an LTA Member);

(9) Warwickshire County Council (as an LTA Member);

(h) Worcestershire County Council (as an LTA Member);

0] Birmingham City Council (as an Associate Member);

)] Coventry City Council (as an Associate Member);

(k) Dudley Metropolitan Borough Council (as an Associate Member);
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)] Sandwell Metropolitan Borough Council (as an Associate Member);
(m) Solihull Metropolitan Borough Council (as an Associate Member);

(n) Walsall Metropolitan Borough Council (as an Associate Member); and
(0) Wolverhampton City Council (as an Associate Member).

No person shall become a Member unless that person has completed an application for
membership in a form approved by the Directors and that application has been approved by
the Directors (provided that the applications for membership of the prospective LTA Members
and Associate Members listed in article 29.1 shall not require any such approval).

Termination Of Membership And Change Of Membership Status

Members may terminate their membership of the Company by giving 7 days’ notice to the
Company in writing.

Members may not transfer their membership and their membership shall terminate
automatically on:

€) the Member’s death or bankruptcy (in the case of a natural person);

(b) the Member going into receivership, administrative receivership, administration,
liquidation or other arrangement for the winding up of a company (in the case of a
company); or

(c) the Member ceasing to exist (in the case of a public authority) save where another
authority inherits substantially the whole of their statutory functions and the Member’s
membership is transferred to that other authority by means of a statutory transfer
scheme or otherwise by operation of law (including, for the avoidance of doubt where
the statutory functions and membership of the ITA is transferred to a combined
authority).

Where an LTA Member ceases to be a local transport authority (other than where this occurs
as a result of legislative change that does not remove from the LTA Member the functions it
had by reason of being named as a local transport authority in section 108 of the Transport
Act 2000) the relevant LTA Member shall become an Associate Member.

Where an Associate Member is a constituent council of the ITA (or of such other authority to
whom the ITA’s membership is transferred as permitted by article 30.2(c)) and ceases to be
such a constituent council then the Associate Member shall cease to have the right to appoint
and remove Directors pursuant to article 22.1 and any persons appointed as Directors by that
Associate Member under article 22.1 shall cease to be Directors.

Expulsion Of Members

Where the Members have by special resolution under article 29.1 authorised the admittance
as a Member of a person or body that is not a local authority, the Directors may terminate the
membership of that Member without the Member’s consent by giving written notice to the
Member where, in the reasonable opinion of the Directors:

(a) the Member is guilty of conduct which has or is likely to have a serious adverse effect
on the Company or bring the Company or any or all of the Members and Directors
into disrepute; or

(b) the Member has acted or has threatened to act in a manner which is contrary to the
interests of the Company as a whole; or
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(c) the Member has failed to observe the terms of these Articles.

Any notice to a Member given under article 31.1 must give the Member the opportunity to be
heard in writing or in person as to why the Member's membership should not be terminated.
The Directors must consider any representations made by the Member and inform the
Member of their decision following such consideration. There shall be no right to appeal from
a decision of the Directors to terminate the membership of a Member.

A Member whose membership is terminated under this Article 31 shall not be entitled to a
refund of any subscription or membership fee and shall remain liable to pay to the Company
any subscription or other sum owed by the Member.

PART 5 - MEMBER’S MEETINGS
Calling Of General Meetings

The Directors may, whenever they think fit, and shall on requisition in accordance with the
Act, proceed to convene a general meeting. If there are not sufficient Directors to call a
general meeting then any Director or Member may call a general meeting.

A general meeting shall be called by at least fourteen days notice (excluding the day on which
the notice is served or deemed to be served and the day on which the meeting is to be held)
unless Members who together hold at least 90% of the voting rights at general meetings
(disregarding voting rights resulting from the application of article 38.3) agree to the holding of
the general meeting on shorter notice provided that where a resolution proposed to be
considered at a general meeting requires special notice in accordance with the Act the
meeting shall be called by at least twenty eight days notice (excluding the day on which the
notice is served or deemed to be served and the day on which the meeting is to be held).

Every notice calling a general meeting shall:

€) specify the place, date and time of the meeting;
(b) specify the general nature of the business to be transacted at the meeting;
(c) set out the text of all resolutions to be considered by the meeting and indicate in each

case whether it is proposed as an ordinary resolution or as a special resolution;

(d) include with reasonable prominence a statement that a Member entitled to attend and
vote is entitled to a proxy to exercise all or any of their rights to attend, speak and
vote and that a proxy need not be a Member; and

(e) set out the addresses to which any proxy notice is to be sent in accordance with
article 41 (which shall include an e-mail address for delivery of proxy notices in
electronic form).

Every Member and Director shall be entitled to receive notices of general meetings, which
shall also be given to the auditors for the time being of the Company.

The accidental omission to give notice of any general meeting or the non-receipt of such
notice by any person entitled to receive the same shall not invalidate the proceedings of that
meeting.
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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:

(a) that person is able to vote, during the meeting, on resolutions put to the vote at the
meeting, and
(b) 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

The quorum for a general meeting shall be such Members (present in person, by proxy or by
authorised representative in accordance with section 323 of the Act) who together hold a
majority of the voting rights at the general meeting (disregarding voting rights resulting from
the application of article 38.3).

No business other than the appointment of the chair of the meeting is to be transacted at a
general meeting if the persons attending it do not constitute a quorum.

Chairing General Meetings
The Chair appointed pursuant to article 17.1 (or if not present and willing to do so, the Vice-
Chare appointed pursuant to that article) shall chair general meetings if present and willing to

do so.

If neither the Chair nor the Vice-Chair are willing to chair the meeting or are not present within
10 minutes of the time at which a meeting was due to start:

€) the Directors present, or
(b) (if no Directors are present), the meeting,

must appoint a Director or Member (or Member representative) 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-Members

Directors may attend and speak at general meetings, whether or not they are Members or
appointed proxies or representatives of Members.

The chair of the meeting may permit other persons who are not Members or representatives
of Members to attend and speak at a general meeting.
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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:

(a) the meeting consents to an adjournment, or

(b) 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:

€) 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

(b) 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 days’ notice of it (excluding day on which the
notice is given and the day of the adjourned meeting):

€) to the same persons to whom notice of the Company’s general meetings is required
to be given, and

(b) 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

All votes at general meetings shall be taken by way of a poll except where a resolution is
passed unanimously by a show of hands of the Members entitled to vote on the resolution
and present at the general meeting (either in person, by proxy or by authorised
representative) and a poll vote has not been duly demanded in accordance with the Articles.

Subject to article 38.3, on a poll vote:

€) the ITA or (where applicable) such Member to whom the ITA’s membership is
transferred as permitted by article 30.2 shall have seven votes provided that, where
the ITA’s membership has been so transferred and the number of constituent
councils of the transferee Member is not seven, the transferee Member shall have
one vote for each constituent council for whose area it is the local transport authority;

(b) each LTA Member other than the ITA or Member referred to in paragraph (a) shall
have one vote; and

(c) Associate Members shall not have a vote.

On a resolution to remove a Director appointed by a Member pursuant to article 22.1, the
Member who appointed that Director (including where that Member is an Associate Member)
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41.1

shall have such number of votes as shall be required to enable that Member to prevent the
passing of that resolution.

In accordance with the Act, the chair of a general meeting shall not have a casting vote in the
event of an equality of votes cast for and against a resolution.

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

A poll on a resolution may be demanded:
€) in advance of the general meeting where it is to be put to the vote, or

(b) 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.

A demand for a poll may be withdrawn if—
€) the poll has not yet been taken, and
(b) the chair of the meeting consents to the withdrawal;

and a demand so withdrawn shall not invalidate the result of a show of hands declared before
the demand was made.

Polls must be taken immediately and in such manner as the chair of the meeting directs.
Authorised Representatives Of Members

Where a Member that is a corporation (whether or not a public authority or a company) by
resolution of its directors or other governing body authorises a person to act as its
representative and to exercise its voting rights and other powers at a general meeting in
accordance with section 323 of the Act then a Director, the company secretary or such other
person as the Directors have authorised so to require, may require the representative to
produce a certified copy of that resolution.

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

(b) identifies the person appointed to be that Member’s proxy and the general meeting in
relation to which that person is appointed;

(c) is signed by or on behalf of the Member appointing the proxy, or is authenticated in
such manner as the Directors may determine; and

(d) is delivered to the Company in accordance with the Articles not less than 48 hours
before the time appointed for holding the meeting or adjourned meeting at which the
right to vote is to be exercised and in accordance with any instructions contained in
the notice of the general meeting (or adjourned meeting) to which they relate;
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and a proxy notice which is not delivered in such manner shall be invalid, unless the
Directors, in their discretion, accept the notice at any time before the meeting.

The Directors 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:

(a) 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

(b) 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.

A Member who is entitled to attend, speak or vote 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 Member.

An appointment under a proxy notice may be revoked by delivering to the Company a notice
in writing given by or on behalf of the Member by whom or on whose behalf the proxy notice
was given.

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.

Amendments To Resolutions

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

€) 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

(b) 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:

€) the chair of the meeting proposes the amendment at the general meeting at which the
resolution is to be proposed, and

(b) 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 a general meeting, acting in good faith, wrongly decides that an amendment to
a resolution is out of order, the chair’s error does not invalidate the vote on that resolution.
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PART 6 — ADMINISTRATIVE ARRANGEMENTS
Means Of Communication To Be Used

Subject 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 Act 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.

Subject 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.

Any notice, document or other information shall be deemed served on or delivered to the
intended recipient:

€) if properly addressed and sent by prepaid United Kingdom first class post to an
address in the United Kingdom, 48 hours after it was posted;

(b) if sent by reputable international overnight courier addressed to the intended recipient
(provided that delivery in at least five Business Days was guaranteed at the time of
sending and the sending party receives a confirmation of delivery from the courier
service provider), five Business Days after posting either to an address outside the
United Kingdom or from outside the United Kingdom to an address within the United
Kingdom;

(© if properly addressed and delivered by hand, when it was given or left at the
appropriate address; and

(d) if properly addressed and sent or supplied by electronic means, one hour after the
document or information was sent or supplied;

(e) if sent or supplied by means of a website the later of the time when the material is
first made available on the website and the one hour after the recipient receives
notice of the fact that the material is available on the website.

For the purposes of this article, no account shall be taken of any part of a day that is not a
Business Day.

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

Company Seal

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.

For the purposes of this article, an authorised person is:
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€) any Director;
(b) the company secretary (if any); or

(c) any person authorised by the Directors for the purpose of signing documents to which
the common seal is applied.

Application of the Local Authorities (Companies) Order 1995
For so long as the Company is a controlled company and/or a regulated company for the

purposes of the Local Authorities (Companies) Order 1995 the Company shall comply with
any applicable requirements of that Order including where applicable in relation to:

(a) provision of information to auditors of Members who are local authorities;

(b) provision of information to elected members of Members;

(©) obtaining the Audit Commission’s consent to appointment of the Company’s auditors;
and

(d) m:tkl_ing minutes of general meetings available for inspection by members of the
public.

Directors’ Indemnity And Insurance
Indemnity And Insurance

Subject to article 46.2, but without prejudice to any indemnity to which a relevant officer is
otherwise entitled:

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

(b) the Company may provide any relevant officer with funds to meet expenditure
incurred or to be incurred by him in connection with any proceedings or application
referred to in paragraph (a) and otherwise may take any action to enable any such
relevant officer to avoid incurring such expenditure.

Article 46.1 does not authorise any indemnity to the extent that such indemnity would be
prohibited or rendered void by any provision of the Companies Acts or by any other provision
of law and any such indemnity is limited accordingly.

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

In this article 46:

€) companies are associated if one is a subsidiary of the other or both are subsidiaries
of the same body corporate; and
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(b) a "relevant loss" means any loss or liability which has been or may be incurred by a
relevant officer in connection with that relevant officer's duties or powers in relation to
the Company, any associated company or any pension fund or employees' share
scheme of the Company or associated company; and

(c) a "relevant officer" means any Director or other officer of the Company or an
associated company, but excluding any person engaged by the Company (or
associated company) as auditor (whether or not he is also a Director or other officer),
to the extent he acts in his capacity as auditor).
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Appendix C — WMR Schematic Map
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