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Dear Mr Henry 
 
Arm’s-Length External Organisations  
 
Thank you for the opportunity to brief your Committee on the Accounts Commission’s 
report on arm’s-length external organisations (ALEOs). Towards the end of the session 
you asked whether councillors are prohibited from working for ALEOs established by 
their councils. This is an interesting point which may have implications for governance 
and accountability within the ALEO and the council. We undertook to respond and I 
apologise for the delay. 
 
I should say at the outset that legal matters relating to local authority membership are 
outwith the scope of our audits. The legislation1 states that councillors are disqualified 
from being an officer of a council but it is not explicit about situations involving ALEOs.  
More clarity on this point would, in our view, be helpful 
 
In response to a question about payments to councillors, we referred to new 
regulations2 which prohibit a local authority from allowing a body controlled by it to make 
any payments to its councillors by way of remuneration. These regulations were 
introduced following a report by the Scottish Local Authorities Remuneration Committee 
(SLARC) which identified that some councillors were in receipt of additional payments 
for serving on ALEOs. The policy objective of the regulations is to ensure that the 
remuneration of councillors remains within the framework set out in the remuneration 
scheme. We are unclear what, if any, application these regulations might have if there 
was a case where a councillor was an employee of an ALEO.  
 
More generally and as you will be aware, local authorities are required to designate an 
officer as the authority’s monitoring officer. The monitoring officer has an important role 
in advising on compliance with legislation and provides guidance and support to 
councillors, including on legal matters relating to their membership of the authority and 
any involvement they may have in external organisations connected to the authority or 
connected with the authority’s business. 
 

                                                 
1 Section 67 of the Local Government (Scotland) Act 1973, as amended: ‘A person who is a member of a local 
authority is disqualified from being appointed by the authority to any paid office or employment (other than the 
office of convener or depute convener) or other place of profit in the gift or disposal of the authority’. 
 
2 The Local Governance (Scotland) Act 2004 (Remuneration) Amendment Regulations 2011:‘ No local authority 
shall allow a body controlled by it to make any payments to its councillors by way of remuneration other than the 
reimbursement of authorised and receipted expenses’.  



Our report on ALEOs states that councils are responsible for ensuring that the public 
money they provide to ALEOs is used properly and that this requires good governance 
and clear roles and responsibilities. Councillors who are involved with ALEOs in any 
capacity need to be aware of the potential for conflicts of interest and the risk these 
pose to governance and accountability. If they have any doubts they should seek advice 
from their council’s monitoring officer. 
 
I hope that you find this helpful. 
 
Yours sincerely 
 
Douglas Sinclair 
Deputy Chair 
 
 


