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AGENDA 
 

GOVERNANCE AND AUDIT COMMITTEE TRADING ACTIVITIES SUB 
- COMMITTEE 

 
Monday, 3 March 2014 at 4.00 pm Ask for: Andrew Tait 
Darent Room, Sessions House, County 
Hall, Maidstone 

Telephone: 01622 694342 
   

Tea/Coffee will be available 15 minutes before the meeting 
 

Membership (3) 
 
Conservative (2): Mr R L H Long, TD (Chairman) and Mr R J Parry (Vice-Chairman) 

 
UKIP (1):  Mr H Birkby 

 
UNRESTRICTED ITEMS 

(During these items the meeting is likely to be open to the public) 
 
Item  
1 Substitutes  
2 Declarations of Interest by Members for items on the agenda  
3 Minutes - 1 March 2013 (Pages 5 - 10) 
4 Statutory Accounts for those companies in which KCC has an interest (Pages 11 

- 232) 
5 Update on Commercial Services' governance arrangements (Pages 233 - 238) 
6 East Kent Opportunities LLP (Pages 239 - 260) 
7 Protocol for companies in which KCC has an interest (Pages 261 - 270) 
8 Other items which the Chairman decides are Urgent  
 

EXEMPT ITEMS 
(At the time of preparing the agenda there were no exempt items.  During any such items 

which may arise the meeting is likely NOT to be open to the public) 



Peter Sass 
Head of Democratic Services  
 (01622) 694002 
 
Friday, 21 February 2014 
 
Please note that any background documents referred to in the accompanying papers 
maybe inspected by arrangement with the officer responsible for preparing the relevant 
report. 
 
 



KENT COUNTY COUNCIL 
 

 
GOVERNANCE AND AUDIT COMMITTEE TRADING ACTIVITIES 

SUB GROUP 
 
MINUTES of a meeting of the Governance and Audit Committee Trading Activities 
Sub Group held in the Wantsum Room, Sessions House, County Hall, Maidstone on 
Friday, 1 March 2013. 
 
PRESENT: Mr R L H Long, TD, Mr T Prater and Mr C T Wells 
 
ALSO PRESENT: Mr B J Sweetland 
 
IN ATTENDANCE: Mr A Wood (Corporate Director of Finance and Procurement), 
Mr G Record (Finance and Procurement Officer), Mr D Crilley (Director of 
Community Cultural Services), Mr J White (Capital Project Officer), Mr M Austerberry 
(Corporate Director, Environment and Enterprise), Mr I McPherson (Managing 
Director Commercial Services), Mr K Abbott (Finance Business Partner, ELS 
Directorate), Mr P McSweeney (EduKent Officer), Ms N Major (Interim Head of 
Internal Audit) and Mr A Tait (Democratic Services Officer) 
 

UNRESTRICTED ITEMS 
 
1. Minutes - 28 September 2012  
(Item 3) 
 
RESOLVED that the Minutes of the meeting held on 28 September 2013 are 
correctly recorded and that they be signed by the Chairman.  
 
2. Statutory Accounts for those companies in which KCC has an interest  
(Item 4) 
 
(1)  The Chairman informed the Sub-Group that he had been a director of Kentish 
Fare (a dormant company which was now a subsidiary of Produced in Kent).  
 
(2)   The Corporate Director of Finance and Procurement tabled the accounts for 
Kent on Canvas and Kent Cultural Trading.  He explained that these had been sent 
by Companies House.  
 
(3)  The Corporate Director of Finance and Procurement presented those 2011/12 
Statutory Accounts which had not been available to the previous meeting of the Sub-
Group.   
 
(4)  The Corporate Director of Finance and Procurement replied to a question from 
Mr Prater by saying that he had been unable to establish the grounds for objection by 
HMRC over the proposed dissolution of Invicta Services Ltd.  It was therefore agreed 
that the next meeting of the Sub-Group would receive an update on this matter.   
 
(5)  The Corporate Director of Finance and Procurement agreed to circulate to the 
Members of the Sub-Group the reasons for Kentish Fare Ltd being transferred to the 
ownership of Produced in Kent Ltd rather than being dissolved.   
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(6)  Mr Wells asked whether the intended merger of Groundwork Kent and 
Medway into Groundwork South had taken full account of the risk of loss of control 
and benefits to Kent.  He asked for a report on this question.  It was agreed that 
Internal Audit would examine this question during its next tranche of auditing KCC 
companies.  
 
(7)  The Chairman asked for the report to the next meeting to include an 
explanation of the role and function of The North Kent Architecture Centre Ltd.  
 
(8)  RESOLVED that the report be noted for assurance and that the report to the 

next meeting of the Sub-group encompass responses to the matters set out in 
paragraphs (4) to (7) above.  

 
3. Proposed Dissolution of Kent Cultural Trading and Kent on Canvas  
(Item 5) 
 
(1)  The Director of Customer Services set out the background to Kent on Canvas 
and Kent Cultural Trading and the steps taken to re-align the business following 
recent developments, including the rationale for the proposed dissolution of both 
companies.  He said that the intention had been to grow returns against the County’s 
cultural assets.  In the light of the findings of the 2012 Internal Audit examination of 
Kent Cultural Trading’s activities, the decision had been taken to temporarily cease 
trading and to suspend a member of staff.   Following a review of the Companies’ 
potential, he would be recommending their voluntary dissolution.  
 
(2)  The Members of the Sub-Group asked for assurance in terms of monitoring 
and legal advice. The Director of Customer Services replied that he was looking 
closely at all the controls and systems that had been in place at the time with a view 
to improving them. He confirmed that future ventures would seek advice from a Legal 
Services representative with experience of company law as well as an independent 
legal advisor who would look at the same questions from the company’s perspective.  
 
(3)  Mr Prater asked when Kent Cultural trading had made the decision to pursue 
the “cleansing product” and “patient essentials” trading activities set out in the report.  
The Director of Customer Services replied that consideration of these activities had 
never reached the point where a business plan had needed to be produced.  
 
(4)  The Director of Customer Services confirmed that the losses accrued by the 
companies would be transferred to KCC, which was now the only shareholder.  The 
debts to all other creditors had been settled in full.  
 
(5)  The Director of Finance and Procurement informed the Sub-Group that 
Internal Audit had made 17 recommendations of which 16 had been implemented. 
He was unable to comment further at this stage as to do so would involve naming 
individuals.  
 
(6)  RESOLVED that the report be noted for assurance and that the actions taken 

be endorsed, including:- 
 

(a) the approach to minimising the reputational loss to the Authority;  
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(b) the actions taken to reduce the financial impact of losses to local 
companies and the Authority; and  

 
(c) the final steps being taken to carry out the proposed dissolution of Kent 

Cultural Trading and Kent on Canvas.  
 
4. Progress report on the transformation programme to re-align Commercial 
Services following external review of its activities  
(Item 6) 
 
(1)  Mr Sweetland introduced the report on the significant progress made towards 
implementing the Commercial Services transformation programme since September 
2012.  This programme and its progress had also been the subject of an internal 
audit review which was appended to the report.  
 
(2)  The Managing Director, Commercial Services referred the Sub-Group to 
paragraph 1.5 of the report for a list of the activities carried out to implement the 
transformation programme.  He drew particular attention to the reorganisation into 
five customer-focused Divisions and the work in building up the advisory shareholder 
board, including 2 or 3 independent representatives.  He also confirmed that the risk 
policy was being re-aligned to meet business needs and that the business planning 
process was now in place.  He expected to be able to provide KCC with a £10m 
Dividend within the next three years.  
 
(3)  The Corporate Director, Enterprise and Environment underlined the crucial 
importance of the shareholder role in the new companies and said that there would 
be a shareholder agreement.  
 
(4)  The Managing Director, Commercial Services replied to a question from the 
Chairman by saying that legal advice had been taken both internally and externally. 
The latter advice had been essential in order to ensure that his responsibilities to 
KCC did not conflict with his role as a shareholder.  Eversheds had been employed to 
draft the articles for the Teckal companies, and further advice had been sought on 
the transfer of assets.  This would ensure that trading could continue if the Teckal 
provision were to be overturned.  The aim was for all companies to become 
operational (including the TUPE transfers) by 1 April 2013.  
 
(5)  The Managing Director, Commercial Services confirmed that trading would be 
at arms length and that this would include paying separately for Human Resources, 
ICT and back office functions rather than buying them in from KCC.   
 
(6)  The Managing Director, Commercial Services said that the employees were 
responding very positively to the developments described.  
 
(7)  Mr Sweetland summed up the presentation by saying that he could assure the 
Sub-Group that it could be absolutely certain of the legal and financial governance 
arrangements.  
 
(8)  RESOLVED that the progress in implementing the Commercial Services 
transformation programme be noted for assurance, together with the contents of the 
Internal Audit report dated 21 January 2013 (appended to the report).   
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5. EduKent Progress Report  
(Item 7) 
 
(1)  The Director of School Resources reported on the development of EduKent 
during 2011 and 2012 and on the governance arrangements put in place.   
 
(2)  RESOLVED that the development of EduKent during 2011 and 2012 be noted 

for assurance, together with its governance arrangements.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXEMPT ITEMS  
(The Sub-Group resolved under Section 100A of the Local Government Act 1972 to 
exclude the public from the meeting on the grounds that it would involve the 
disclosure of Exempt information as defined in Paragraph 3 of Schedule 12A of the 
Act) 
 
6. EduKent progress report  
(Item 9) 
 
(1)  Hard copies of the report were tabled at the meeting as these had not been 
sent out with the agenda papers.  Members of the Sub-Group had received them 
electronically at the time of publication.  
 
(2)  The Director of School Resources referred to the development of EduKent 
during 2011 and 2012 and the governance arrangements that had been put in place 
(see Minute 5 above) He reported the EduKent Business Plan for the years 2012/13 
to 2014/15 and set out options for the future direction of EduKent.  
 
(3)  The Director of School Resources said that KCC Education, Learning and 
Skills had been trading some of its services to schools for the past 13 years.  In the 
light of recent developments, a range of services for schools and academies had 
been consolidated into EduKent.  As this process was now complete, it was the right 
time to move on to consider options for the future.  
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(4)  Mr Prater asked how EduKent would ensure that the profits generated were 
ringfenced to be reinvested in improvements to services to schools.  The Director of 
School Resources replied that this would be achieved partially through the work of 
the EduKent Board and that this would be monitored in turn by the Schools Funding 
Forum.  
 
(5)  The Director of Finance and Corporate Procurement confirmed that it was 
currently the strategic intention to ensure that such profits would be reinvested in the 
manner described.  It was, however, possible that future Councils could decide to use 
them to support KCC overall.  
 
(6) RESOLVED that in addition to the development of EduKent during 2011 and 

2012 and its governance arrangements the Sub-Group note the following for 
assurance:- 

 
(a) the 2012 to 2014/15 EduKent Business Plan; and  
 
(b)  the plans to assess alternative options for the future structure of 

EduKent. 
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By:  John Simmonds, Deputy Leader and Cabinet Member for Finance & 
Procurement 

  Andy Wood, Corporate Director of Finance & Procurement  
To:  Governance and Audit Committee Trading Activities Sub Committee - 3 

March 2014  

Subject:  Statutory Accounts for those companies in which KCC has an interest 

Classification: Unrestricted 

Summary: To present the latest available Statutory Accounts for those companies in 
which KCC has an interest.     

FOR ASSURANCE 

1 INTRODUCTION 

1.1 Per its Terms of Reference, the Governance and Audit Committee Trading 
Activities Sub Committee has a responsibility each year to ‘Receive and review the 
annual statutory financial accounts of any KCC limited companies and financial 
statements for other trading vehicles and to consider corrective action where 
appropriate’.   

Copies of the latest available Statutory Accounts (for 2012/13) are attached for 
Members’ review and consideration.  

2 ENTITIES WHICH KCC HAS AN INTEREST IN 

2.1 The table Appendix A shows the key financial highlights for 2012/13 from the 
Statutory Accounts; and 2011/12 for comparator purposes. 
 

2.2 Groundwork Kent & Medway ceased trading in December 2012, and is in the 
process of being dissolved. A Form DS1 (Striking off application) has been 
submitted to Companies House, and unless cause is shown to the contrary, 
Groundwork Kent & Medway will be struck off the register and dissolved on 31 
March 2014.  Its activities and operations continue, however, and they have been 
subsumed within The Groundwork South Trust Limited. However KCC has no 
influence, control or equity interest in the entity.  
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3 COMMERCIAL SERVICES 

3.1 The table below shows the key financial highlights from the Statutory Accounts 
(attached) for 2012/13 of the Parent Company and the subsidiaries within the 
parent company. 

Commercial Services 
  

Financial 
Year Turnover/Income  

Net 
Assets 

      

Surplus/ 
(Deficit) 
before 
Tax 

Retained 
Surplus/ 
(Deficit)   

    £k £k £k £k 
Kent County Trading Ltd - Parent 
Company 

2012/13 41995.2 375.6 2269.7 3269.7 

Commercial Services Trading Ltd 2012/13 3772.7 364.3 824.6 1824.6 
Commercial Services Kent Ltd 2012/13 - - -1.7 -1.7 
Kent Top Temps 2012/13 38278.0 11.9 1450.1 1450.1 

 
3.2 The Commercial Services group has been subject to a review of its trading 

activities by the ultimate parent entity Kent County Council (KCC).  During 2012/13 
and post year end there has been a restructure of the businesses between the 
trading entities controlled by KCC. Business entities have been transferred into 
either Commercial Services Trading Ltd or Commercial Services Kent Ltd.  The 
restructuring of the businesses is to promote growth and achieve further growth. 
The new structure began trading from April 2013. 

3.3 Commercial Services Trading Ltd operated under the name Kent County Facilities 
Ltd during 2012-13.  Operating under the new name began on 1 April 2013. 

3.4 Commercial Services Kent Ltd was a dormant company throughout the year to 31 
March 2013 whilst the restructuring of the businesses took place. 

3.5 Kent Top Temps has either been transferred to Commercial Services Kent Ltd or 
Commercial Services Trading Ltd on 1 April 2013.  The bus and school transport 
services ceased trading in November 2013 and the operation is in the process of 
being wound down.  Consideration is being given to using the company for other 
trading activities going forward. 

4 RECOMMENDATION 

4.1 Members are recommended to note the contents of this report for assurance, and 
to review the latest available Statutory Accounts (attached) for those companies in 
which KCC has an interest. 

Emma Feakins 
Chief Accountant 
Ext: 4634 
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By: 
 

Neeta Major, Head of Internal Audit 
To: Governance and Audit Committee Trading Activities Sub 

Committee – 3 March 2014 
 

Subject: UPDATE ON COMMERCIAL SERVICES’ 
GOVERNANCE ARRANGEMENTS 
 

Classification: Unrestricted 
 
 
Summary: This report provides an update on Commercial Services’ 

Governance arrangements. 
 
FOR ASSURANCE & DECISION 
 
Introduction  
 
1. In September 2012 and March 2013, papers were presented to this 

Committee by the Cabinet Member for Environment, Highways and Waste 
and the Corporate Director of Enterprise & Environment outlining the 
governance arrangements in place over Commercial Services from 1 April 
2013. 
 

2. The purpose of this paper is to update the Committee on further 
developments and progress since that date from the shareholder’s 
perspective. 
 

3. As a significant part of Commercial Services’ business is conducted on Kent 
County Council’s behalf, this Committee may wish to receive regular updates 
going forward. The Committee will need to determine how it receives these 
updates in future. 
 

4. For the purposes of this paper the term “Shareholder” is used to represent the 
Council.  

  
Background 
 
5. Commercial Services (“CS”) was set up nearly 70 years ago as a School 

Supplies Division.  Since then it has grown, supplying an increasing range of 
goods and services to other publicly funded organisations including Local 
government, education, establishments, the care sector and emergency 
services. Prior to 1 April 2013, Commercial Services was effectively a non-
budget funded division of the County Council which made a net return to KCC 
central funds of £7m in May 2012. 
 

6. In 2011, the Cabinet Member for Environment, Highways and Waste and the 
Corporate Director for Enterprise & Environment commissioned an external 
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appraisal of the management, operations, governance and future business 
potential of Commercial Services.  
 

7. On issue of their recommendations, Commercial Services commenced a 
transformation programme to improve its governance structure and focus on 
sustainable, viable, and profitable activity.  This included simplifying its 
corporate structure from 1 April 2013 to operate Commercial Services (CS) 
trading from two legal entities, Commercial Services Kent Ltd and Commercial 
Services Trading Limited (which are both wholly owned by Kent County 
Council through an intermediary holding company – Kent County Trading 
Limited). 
  

8. CS (Kent) Limited has been set up to trade exclusively with the Council as a 
‘Teckal’1 compliant company under a managed service arrangement whereas 
CS (Trading) Limited has been set up with the intention of trading with the 
wider public and private sectors. The managed service arrangement includes 
the provision of Energy services and Education supplies, two material areas 
of Commercial Services’ business. Given this managed service arrangement, 
CS (Kent) Limited maintains a separate balance sheet for those assets 
managed on KCC’s behalf.  This balance sheet is included at the year-end in 
KCC’s financial statements. 
 

9. As part of its transformation, Commercial Services reconfigured the existing 
26 disparate business units into five client facing divisions operated by the two 
legal entities: 

 
• Education Supplies – supplying stationery, art & craft materials, furniture 

and office equipment to schools and nurseries 
 

• Care - specialising in care recruitment, home care and mobility/living 
aids equipment (closed in December 2013) 

 
• Recruitment – the Connect2Staff division deals with permanent, 

temporary and contract vacancies predominantly in Kent and the South 
East 

 
• Energy – dealing within the UK energy buying market to purchase 

energy on behalf of its public sector customers and also providing an 
energy broking service 
 

• Direct Services - comprises a number of businesses operating across a 
wide range of activities including landscaping, vehicle services, 
community equipment services, assistive care technologies and facilities 
management. 

 
 
 
                                                 
1 This is a provision that allows a public body to avoid EU procurement rules and directly enter into a contract with a service 
provider as long as certain conditions are met. 
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Company Boards and Committees 
 
10. There are four legal entities in the Commercial Services (“CS”) group: 

 
Company Name Holding company/ 

organisation  
Status 

Kent County 
Trading Limited 

Kent County Council Holding company for Commercial 
Services group of companies 

Commercial 
Services Kent 
Limited 

Kent County Trading 
Limited 

“Teckal” compliant company providing a 
managed service primarily to KCC 

Commercial 
Services Trading 
Limited 

Kent County Trading 
Limited 

Company providing goods and services 
to the private sector and wider public 
sector 

Kent Top Temps 
Limited 

Kent County Trading 
Limited 

Recruitment business transferred to the 
two main trading companies. Bus and 
transport operation is in process of 
being wound down. 

 
11. For the two main legal entities, a joint Company Board is in operation but 

separate minutes are recorded for each.  The composition is the Chair (a 
Non-executive Director (“NED”) who has the casting vote), 2 other NEDs, the 
Managing Director of CS, CS Chief Operating Officer, CS Group Finance 
Director and CS Planning Director (who has no voting rights).  Hence the 
majority of votes lie with the independents though the third NED appointment 
is yet to be finalised. Board meetings are held eight times per annum. 
 

12. Currently there is no KCC officer or Member appointed to the Boards of these 
companies.  Hence in order to improve accountability and governance, in 
February 2013, the Section 151 officer requested that an agreement be put in 
place between the Companies, its directors and the Council.  The overall 
objective of the agreement was to formalise the level of delegation to 
Company Directors and officers thereby setting out the level of risk appetite 
that the Council has for these companies and ensuring greater transparency 
and access to information.  These agreements were drafted by KCC Legal 
and were approved by the Shareholder Board in December 2013. They are in 
the process of being finalised with the Directors at Commercial Services. 
Once in force, they will significantly enhance and clarify the existing 
arrangements. 

 
Appointment of Non-Executive Directors 
 
13. To ensure scrutiny of the Board Directors and decision making, KCC has led 

a process to appoint Non-Executive Directors to the Boards of the two main 
legal entities, CS Kent Limited and CS Trading Limited.  The formal selection 
panel comprised Head of Paid Service, Corporate Director of Enterprise & 
Environment and two Cabinet Members who also sit on the shareholder 
board. Two highly qualified NEDs have been appointed and interviews for a 
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third NED are currently taking place.  One of the NEDs serves as the 
Chairman of the Boards. 

 
Sub Committees 
 
14. Two subcommittees of the Board have been very recently set up in January 

2014 as follows: 
 
Remuneration Committee – will meet quarterly and will be chaired by a NED 
with membership by the Chairman of the boards, the CS Group Finance 
Director and the CS Head of HR. 
Audit Committee – will meet quarterly and will be chaired by a NED, with 
additional members being the Chair of the Board and the KCC Head of 
Internal Audit. The CS IA Manager will attend this committee routinely.   

 
15. Terms of reference for these sub committees to the Board have been drafted 

and are soon to be finalised. 
 
Shareholder Board 
 
16. In addition to the Boards of the companies, a Shareholder Board comprising 

Head of Paid Service, Corporate Director of Enterprise & Environment, 
Section 151 officer and three Cabinet Members meets quarterly. The purpose 
of this Board is to inform, advise and make recommendations to the Cabinet 
Member responsible for Commercial Services.  This Board currently receives 
narrative updates on CS activity including financial results.  The Terms of 
Reference have recently been updated and are in the process of being 
reviewed and agreed. 

 
Internal Audit arrangements 
 
17. The Commercial Services Internal Audit manager (essentially the Head of IA 

at CS) was appointed by Commercial Services management and reports to 
the CS Executive Board Directors and the newly appointed CS Audit 
Committee. She is supported by two members of staff, (another qualified 
senior internal auditor and a trainee).  She meets monthly with the KCC Head 
of Internal Audit to provide updates on emerging risks and assurance activity 
being undertaken by her team.  
 

18. The KCC Head of Internal Audit annually reviews the degree of reliance that 
can be placed on the work of CS Internal Audit and undertakes additional 
reviews and risk assessments as necessary. Commercial Services are 
required to report all allegations of fraud or irregularity to KCC Internal Audit 
for further enquiries and/or investigation.  This will involve CS Internal Audit 
and CS management as necessary.  The recent introduction of the CS Audit 
Committee will considerably enhance the independence of the CS Internal 
Audit function.  This in turn should increase the degree of reliance KCC 
Internal Audit can place on their work.  
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Recommendation  
 
19. Members are asked to: 

 
• Note the content of this report for assurance  
• In light of this paper, consider what, if any, additional assurances the 

Committee would like in relation to governance arrangements for the 
Commercial Services group going forward. 

 
 
Neeta Major 
Head of Internal Audit  
X4664 
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By:  John Simmonds, Deputy Leader and Cabinet Member for Finance & 
Procurement 

  Andy Wood, Corporate Director of Finance & Procurement  
To:  Governance and Audit Committee Trading Activities Sub Committee - 3 

March 2014 

Subject:  East Kent Opportunities LLP 

Classification: Unrestricted 

Summary: To provide an annual report on East Kent Opportunities LLP as requested 
by the Governance and Audit Committee Trading Activities Sub Committee. 

FOR ASSURANCE 

INTRODUCTION 

1. This report is the annual review of East Kent Opportunities LLP which is a Joint 
Arrangement that is Not an Entity (JANE).   

2. This report provides an update on East Kent Opportunities LLP. Its Annual Report and 
Financial Statements for 2012/13 are attached at Appendix 1 for Members’ review 
and consideration. 

UPDATE ON EAST KENT OPPORTUNITIES 
3. Background  
Kent County Council (KCC) and Thanet District Council (TDC) wished to bring forward 
the economic development and regeneration of the sites known as Eurokent and 
Manston Business Park. A Member Agreement was signed on the 22 August 2008 
and a joint arrangement vehicle was set up, the East Kent Opportunities LLP 
(EKOLLP), which was incorporated on the 4 March 2008. KCC and TDC have 50:50 
ownership, control and economic participation in the joint arrangement. KCC and TDC 
contributed 38 acres of land each to EKOLLP. The land was valued for stamp duty 
land tax (SDLT) at £5.5m (KCC contribution) and £4.5m (TDC contribution). The 
powers used are the 'well-being powers' provided to local authorities in Part I of the 
Local Government Act 2000.  
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4. Current Position 
The current position and outlook for EKO and, therefore, KCC’s interest therein is 
showing an increasingly positive view: 
i. EKO LLP and Rosefarm Estates Ltd (the owners of the northern 

commercial/retail/leisure area of Eurokent) submitted a joint mixed use planning 
application in Autumn 2011. This was refused permission on the 16th October 
2013 by Thanet District Council’s Planning Committee, on the basis of Local Plan 
Policy H1 and that the land is designated in the local plan as solely for 
employment use.  EKO and Rosefarm are now pursuing an appeal under Section 
78 of the Town and Country Planning Act 1990 (as amended), on the basis of 
encouraging advice from Queen’s Counsel, and in accordance with the 
Government’s National Planning Policy Framework where there is emphasis on 
the need for new homes and in the knowledge that TDC has an emerging new 
Local Plan. 

 
ii. If the Appeal is successful, then EKO will be in a position to begin seeking 

development partners for early phased release of the Eurokent site later this 
Summer. 

 
iii. In the meantime, EKO is accommodating the development of the new Laleham 

Gap (Special Educational Needs) School on EKO land at Eurokent, adjacent to the 
Marlowe Academy, which is being pursued in conjunction with KCC Property 
Group and Department for Education with Government funding.  This collaboration 
is as a result of a land swap agreement between KCC and EKO which means that 
EKO will ultimately acquire the existing school site in Cliftonville for residential 
redevelopment.  
 

iv. The loan agreement for the Eurokent Link Road is also being reviewed with a view 
to 50% of the cost being shared with Thanet District Council and the remaining 
being re-profiled to a later date to allow EKO to realise an income stream from the 
Eurokent site post planning appeal decision. 

 
v. Manston Business Park has also seen an increase in activity with the sale of one 

plot to facilitate expansion plans for an existing major occupier.  These works are 
almost complete with a further plot to be leased to the same company to allow a 
connecting roadway between two of their operational sites 

 
vi. Another plot (Plot 5) at Manston Business Park is under development with TCS Ltd 

and two sister companies that are moving into Kent from the West Country and 
creating local jobs.  This includes company HQ and operations facilities as well as 
additional speculative incubator / light industrial units for hire by other businesses. 
This particular company has benefited from Expansion East Kent funding.  Several 
other live enquiries are being dealt with. 
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5. East Kent Opportunities LLP’s Annual Report and Financial Statements for 2012/13 
are attached at Appendix 1, and the key points can be summarised as follows: 

i. In 2012-13, in the EKOLLP accounts, the net assets of the joint arrangement are 
£10m with an operating loss before members’ remuneration and profit shares 
available for discretionary division among members of £0.20m.  

ii. The accounts have been approved by the EKO Management Committee and 
lodged with Companies House. 

 
6. Members are recommended to note the contents of this report for assurance, and to 
note East Kent Opportunities LLP’s Annual Report and Financial Statements for 2012/13, 
attached at Appendix 1.   
Theresa Bruton, E&E, Regeneration Projects 
Bev Gibbs, BSS, Finance & Procurement  
3 March 2014 
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East Kent Opportunities LLP

Members' report
For the year ended 31 March 2013

The members present their annual report together with the audited financial statements of East Kent
Opportunities LLP (the LLP) for the ended 31 March 2013.

Principal activities

The principal object of the LLP is to provide, acquire and develop Manston, KCC Eurokent and TDC Eurokent
and any other properties in Kent the members believe appropriate investments.

Designated Members

Kent County Council and Thanet District Council were designated members of the LLP throughout the period.

Members' capital and interests

Each member's subscription to the capital of the LLP is determined by their share of the profit and is
repayable following retirement from the LLP.

Details of changes in members' capital in the ended 31 March 2013 are set out in the financial statements.

Members are remunerated from the profits of the LLP and are required to make their own provision for
pensions and other benefits. Profits are allocated and divided between members after finalisation of the
financial statements. Members draw a proportion of their profit shares monthly during the year in which it is
made, with the balance of profits being distributed after the year, subject to the cash requirements of the
business.

Members' responsibilities statement

The members is responsible for preparing the financial statements in accordance with applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

Company law, as applied to LLPs, requires the members to prepare financial statements for each financial
year. Under that law the members has elected to prepare the financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable
law). Under company law, as applied to LLPs, the members must not approve the financial statements unless
they are satisfied that they give a true and fair view of the state of affairs of the LLP and of the profit or loss of
the LLP for that period. In preparing these financial statements, the members is required to:

select suitable accounting policies and then apply them consistently;

make judgments and accounting estimates that are reasonable and prudent;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that

the LLP will continue in business.

The members is responsible for keeping adequate accounting records that are sufficient to show and explain
the LLP's transactions and disclose with reasonable accuracy at any time the financial position of the LLP and
enable him to ensure that the financial statements comply with the Companies Act 2006. He is also
responsible for safeguarding the assets of the LLP and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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East Kent Opportunities LLP

Members' report (continued)
For the year ended 31 March 2013

Auditor

The auditors, Reeves & Co LLP, have indicated their willingness to continue in office. The Designated
members will propose a motion re-appointing the auditors at a meeting of the members.

This report was approved by the members on 20 December 2013 and signed on their behalf by:

Kent County Council
Designated member
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East Kent Opportunities LLP

Independent auditors' report to the members of East Kent Opportunities LLP

We have audited the financial statements of East Kent Opportunities LLP for the year ended 31 March 2013,
set out on pages 6 to 13. The financial reporting framework that has been applied in their preparation is
applicable law and the Financial Reporting Standard for Smaller Entities (effective April 2008) (United
Kingdom Generally Accepted Accounting Practice applicable to Smaller Entities).

This report is made solely to the LLP's members in accordance with the Companies Act 2006, as applied by
Part 12 of The Limited Liability Partnerships (Accounts and Audit) (Application of Companies Act 2006)
Regulations 2008. Our audit work has been undertaken so that we might state to the LLP's members those
matters we are required to state to them in an Auditors' report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the LLP and the LLP's
members for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of members and auditors

As explained more fully in the Members' responsibilities statement, the members is responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to
the LLP's circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the designated members; and the overall presentation of the
financial statements.  In addition, we read all the financial and non-financial information in the Members'
report to identify material inconsistencies with the audited financial statements. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion the financial statements:

give a true and fair view of the state of the LLP's affairs as at 31 March 2013 and of its loss for the year

then ended;
  

have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice applicable to Smaller Entities; and
   

have been prepared in accordance with the requirements of the Companies Act 2006, as applied to

limited liability partnerships by The Limited Liability Partnerships (Accounts and Audit) (Application of

Companies Act 2006) Regulations 2008.
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East Kent Opportunities LLP

Independent auditors' report to the members of East Kent Opportunities LLP

Matters on which we are required to report by exception
  

We have nothing to report in respect of the following matters where the Companies Act 2006, as applied to
limited liability partnerships, requires us to report to you if, in our opinion:

adequate accounting records have not been kept, or returns adequate for our audit have not been

received from branches not visited by us; or
  

the financial statements are not in agreement with the accounting records and returns; or
   

we have not received all the information and explanations we require for our audit; or

the members were not entitled to prepare the financial statements in accordance with the small limited

liability partnerships regime.

Nigel Fright FCCA (Senior statutory auditor)
  
for and on behalf of
Reeves & Co LLP

Statutory Auditor
Chartered Accountants
  
Canterbury

20 December 2013
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East Kent Opportunities LLP

Profit and loss account
For the year ended 31 March 2013

        2013         2012
Note         £         £

Turnover 1 96,754 85,257

Administrative expenses (301,395) (479,513)

Operating loss 2 (204,641) (394,256)

Interest receivable and similar income 132 101

Interest payable and similar charges (32) (6,835)

Loss for the financial year before members' remuneration
and profit shares available for discretionary division
among members  (204,541)  (400,990)

The notes on pages 8 to 13 form part of these financial statements.
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East Kent Opportunities LLP
Registered number: OC335231

Balance sheet
As at 31 March 2013

2013 2012
Note £ £ £ £

Fixed assets

Tangible assets 3 9,801,378 10,165,489

Current assets

Debtors 4 5,821,658 5,716,144

Cash at bank 503,286 144,076

6,324,944 5,860,220

Creditors: amounts falling due within one
year 5 (768,700) (816,850)

Net current assets 5,556,244 5,043,370

Total assets less current liabilities 15,357,622 15,208,859

Creditors: amounts falling due after more
than one year 6 (5,396,622) (5,247,859)

Net assets attributable to members  9,961,000  9,961,000

Represented by:

Equity

Members' other interests - Other reserves
classified as equity under FRS 25 9,961,000 9,961,000

 9,961,000  9,961,000

Total members' interests

Amounts due from members (included in
debtors) (5,821,658) (5,617,117)

Members' other interests 9,961,000 9,961,000

7  4,139,342  4,343,883

The financial statements have been prepared in accordance with the special provisions relating to LLPs
subject to the small LLPs regime within Part 15 of the Companies Act 2006 as applied by The Limited Liability
Partnerships (Accounts and Audit) (Application of Companies Act 2006) Regulations 2008 and in accordance
with the Financial Reporting Standard for Smaller Entities (effective April 2008).

The financial statements were approved and authorised for issue by the members and were signed on their
behalf on 20 December 2013.

Kent County Council Thanet District Council
Designated member Designated member

The notes on pages 8 to 13 form part of these financial statements.
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East Kent Opportunities LLP

Notes to the financial statements
For the year ended 31 March 2013

1. Accounting policies

1.1 Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in
accordance with the Financial Reporting Standard for Smaller Entities (effective April 2008) and
the requirements of the Statement of Recommended Practice "Accounting by Limited Liability
Partnerships".

1.2 Going concern

The LLP has £503,286 included in cash at the bank. The LLP meets its day to day working capital
requirements through these reserves, as well as retaining deferred grants to meet future project
expenses. In addition to this the LLP has received significant funding from it’s members, Thanet
District Council and Kent County Council. As a consequence, the members believe that the LLP is
well placed to manage its business risks successfully.

After making enquiries, the members have a reasonable expectation that the LLP has adequate
financial resources to continue in operational existence for the foreseeable future. Accordingly, they
continue to adopt the going concern basis in preparing the annual report and accounts.

1.3 Turnover

Turnover comprises grants received which are recognised in the profit and loss account in the
period in which the expenditure towards which they relate is incurred.

1.4 Tangible fixed assets and depreciation

Land is recorded at its open market value at the date of the last valuation carried out by
professional valuers.
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East Kent Opportunities LLP

Notes to the financial statements
For the year ended 31 March 2013

1. Accounting policies (continued)

1.5 Members' Participation Rights

Members' participation rights are the rights of a member against the LLP that arise under the
members' agreement (for example, in respect of amounts subscribed or otherwise contributed,
remuneration and profits).

Members' participation rights in the earnings or assets of the LLP are analysed between those that
are, from the LLP's perspective, either a financial liability or equity, in accordance with the FRSSE
(IAS 32) Financial Instruments: Disclosure and Presentation and UITF abstract 39 Members' shares
in co-operative entities and similar instruments. A members' participation right results in a liability
unless the right to any payment is discretionary on the part of the LLP.

Amounts subscribed or otherwise contributed by members, for example members' capital, are
classed as equity if the LLP has an unconditional right to refuse payment to members. If the LLP
does not have such an unconditional right, such amounts are classified as liabilities.

Where profits are automatically divded as they arise, so the LLP does not have an unconditional
right to refuse payment, the amounts arising that are due to members are in the nature of liabilities.
They are therefore treated as an expense in the Profit and Loss Account in the relevant year. To
the extent that they remain unpaid at the year end, they are shown as liabilities in the Balance
Sheet.

Conversely, where profits are divided only after a decision by the LLP or its representative, so that
the LLP has an unconditional right to refuse payment, such profits are classed as an appropriation
of equity rather than as an expense. They are therefore shown as a residual amount available for
discretionary division among members in the Profit and Loss Account and are equity appropriations
in the Balance Sheet.

Other amounts applied to members, for example remuneration paid under an employment contract
and interest on capital balances, are treated in the same way as all other divisions of profits, as
described above, according to whether the LLP has, in each case, an unconditional right to refuse
payment.

All amounts due to members that are classified as liabilities are presented in the Balance Sheet
within 'Loans and other debts due to members' and are charged to the Profit and Loss Account with
'Members' remuneration charged as an expense'. Amounts due to members that are classified as
equity are shown in the Balance Sheet within 'Members' other interests'.

2. Operating loss

The operating loss is stated after charging:

        2013         2012
        £         £

Auditors' remuneration 4,400 4,300
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East Kent Opportunities LLP

Notes to the financial statements
For the year ended 31 March 2013

3. Tangible fixed assets

Freehold
land

£

Cost 

At 1 April 2012 10,165,489
Disposals (364,111)

At 31 March 2013 9,801,378

Depreciation

At 1 April 2012 and 31 March 2013 -

Net book value

At 31 March 2013  9,801,378

At 31 March 2012  10,165,489

The historical cost is based on an independent professional valuation of the land which was carried out
in September 2008 by Savills (L&P) Limited, Chartered Surveyors.

4. Debtors

        2013         2012
        £         £

Other debtors - 99,027
Amounts due from members 5,821,658 5,617,117

 5,821,658  5,716,144
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East Kent Opportunities LLP

Notes to the financial statements
For the year ended 31 March 2013

5. Creditors:
Amounts falling due within one year

        2013         2012
        £         £

Trade creditors 54,833 33,157
Amounts owed to members 619,297 619,297
Social security and other taxes 50,680 17,085
Other creditors 43,890 147,311

 768,700  816,850

6. Creditors:
Amounts falling due after more than one year

        2013         2012
        £         £

Other loans  5,396,622  5,247,859

Included within other loans is £5,396,622 (2012: £5,247,859) due to Kent County Council for
reimbursement of costs associated with a building project.
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East Kent Opportunities LLP

Notes to the financial statements
For the year ended 31 March 2013

7. Reconciliation of members' interests

Members'
capital

(classified as
equity)

Other
reserves

Total
members'

other
interests

Loans and
debts due to

members
less any

amounts due
from

members in
debtors Total

£ £ £ £ £

Members' interests:
balance at 1 April 2011 9,961,000 - 9,961,000 (5,216,127) 4,744,873

Loss for the year
available for
discretionary division
among members - (400,990) (400,990) - (400,990)

Members' interests after
loss for the year 9,961,000 (400,990) 9,560,010 (5,216,127) 4,343,883

Allocated profit for
period - 400,990 400,990 (400,990) -

Members' interests:
balance at 1 April 2012 9,961,000 - 9,961,000 (5,617,117) 4,343,883

Loss for the year
available for
discretionary division
among members - (204,541) (204,541) - (204,541)

Members' interests after
loss for the year 9,961,000 (204,541) 9,756,459 (5,617,117) 4,139,342

Allocated profit for
period - 204,541 204,541 (204,541) -

Members' interests at 31
March 2013  9,961,000  -  9,961,000  (5,821,658)  4,139,342

8. Contingent liabilities

Under the terms of the agreement with KCC, there exists a provision for claims under the Land
Compensation Act. This provision is estimated at £160,000 (2012: £200,000). The Members are of the
opinion that there may be possible future obligations arising from past events but that the occurence of
these obligations will only be confirmed by future events outside of the control of the Members. Thus
the provision is treated as a contingent liability.
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East Kent Opportunities LLP

Notes to the financial statements
For the year ended 31 March 2013

9. Related party transactions

In the opinion of the members there is no controlling party as defined by Financial Reporting Standard
for Smaller Entities.

Included in trade creditors at 31 March 2013 is £12,153 (2012: £26,416) due to Kent County Council for
expenses paid for on behalf of the limited liability partnership.

Also included in creditors due less than one year is an amount of £619,297 (2012: £619,297) due to
Kent County Council and Thanet District Council in respect of short term financing made available to
East Kent Opportunities LLP.
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East Kent Opportunities LLP

Detailed trading and profit and loss account
For the year ended 31 March 2013

        2013         2012
Page         £         £

Turnover 15 96,754 85,257

Less: Overheads

Administration expenses 15 (301,395) (479,513)

Operating loss (204,641) (394,256)

Interest receivable 15 132 101

Interest payable 15 (32) (6,835)

Loss for the year available for discretionary division
among members  (204,541)  (400,990)
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East Kent Opportunities LLP

Schedule to the detailed accounts
For the year ended 31 March 2013

        2013         2012
        £         £

Turnover

Grant income  96,754  85,257

        2013         2012
        £         £

Administration expenses

Management charges 39,977 28,227
Computer costs - 95
Advertising and promotion 130 3,900
Legal and professional 44,460 183,395
Auditors' remuneration 4,400 4,500
Accountancy fees 1,500 1,951
Bank charges 79 148
Sundry expenses 11,118 767
Repairs and maintenance 12,788 7,950
Profit/loss on sale of tangible assets (60,889) -
Spine road costs 148,764 163,323
Thanet project 99,068 85,257

 301,395  479,513

        2013         2012
        £         £

Interest receivable

Bank interest receivable  132  101

        2013         2012
        £         £

Interest payable

Other loan interest payable  32  6,835
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By:  John Simmonds, Deputy Leader and Cabinet Member for Finance & 
Procurement 

  Andy Wood, Corporate Director of Finance & Procurement  
To:  Governance and Audit Committee Trading Activities Sub Committee - 3 

March 2014 

Subject:  Protocol relating to companies in which KCC has an interest (the ‘Protocol’) 

Classification: Unrestricted 

Summary: Members are requested to recommend to the Governance and Audit 
Committee that it endorses / approves a number of proposed amendments to the Protocol, 
as outlined in paragraphs 3, 4, 5, 6 and 7 below. 

FOR DECISION 

INTRODUCTION 
1. The proposed amendments to the Protocol relate to the following matters: 
- Provisions that must appear in ‘KCC controlled’ companies’ Articles. 
- Assurance re. policies adopted by companies. 
- Participation in the Audit Commission’s (or successor body’s) National Fraud 
Initiative data matching exercise. 

- The requirement of a ‘KCC controlled’ company to, before it first appoints any 
person as auditor of the company, obtain the Audit Commission’s (or successor 
body’s) consent to the appointment of that person. 

- A requirement for company directors and company officers to lodge a copy of each 
set of Statutory Accounts submitted to Companies House with KCC Legal Services 
and KCC Finance. 

2. An updated version of the Protocol showing the proposed amendments (using ‘track 
changes’) is attached at Appendix 1.   

PROPOSED AMENDMENTS TO THE PROTOCOL 
3. It is proposed that paragraph 4 (d) of the Protocol is amended to include the provision 
that where there is no Council representative on the board of a ‘KCC controlled’ 
company, it is the responsibility of the Corporate Director within whose remit the 
company’s business lies to ensure that a full annual report of the company’s activities 
is made to the Cabinet within 3 months after the end of its financial year. 

4. It is proposed that paragraph 7 (d) of the Protocol is updated to make it clear that 
where a company adopts its own policies, assurance must be provided to the 

Agenda Item 7
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Governance and Audit Committee Trading Activities Sub Committee that adequate 
policies and procedures are in place, with particular reference to anti-fraud and 
corruption. 

5. It is proposed that paragraph 11 of the Protocol is augmented to include a provision 
that companies in which KCC has an interest must pass a resolution of the company to 
provide Internal Audit with all information and explanations required to participate in the 
Audit Commission’s (or successor body’s) National Fraud Initiative data matching 
exercise.  This is mandatory for all wholly owned companies of the Council. 

6. Under Article 9 of the Local Authorities (Companies) Order 1995 (SI 1995 No. 849), 
there is the requirement that a Local Authority Controlled Company, before it first 
appoints any person as auditor of the company, obtain the Audit Commission’s (or 
successor body’s) consent to the appointment of that person.  Paragraph 14 of the 
Protocol has been updated to incorporate this requirement.  

7. It is proposed that paragraph 19 of the Protocol is updated to include an additional 
requirement for company directors and company officers to lodge a copy of each set of 
Statutory Accounts submitted to Companies House with KCC Legal Services and KCC 
Finance. 

RECOMMENDATION 
8. Members are requested to recommend to the Governance and Audit Committee that it: 
- Approves the proposed amendments to the Protocol outlined in paragraphs 3, 4, 5 
and 7 above. 

- Notes and endorses the proposed amendment outlined in paragraph 6 above.   
 

Guy Record, BSS, Finance & Procurement 
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Protocol relating to companies 
in which KCC has an interest 

1. In relation to companies in which the Council has an interest, it is imperative 
that they are set up, managed and run according to rules of good governance 
so that risks are mitigated. This Protocol aims to establish processes and 
provide additional controls to ensure such rules are in place.  

2. Anyone within the Council intending to set up a company should refer to the 
‘Guidance on Local Authority Companies’ document on KNET. A robust 
business case must be provided which gives a cost benefit analysis, considers 
the accounting and tax implications for the Council and identifies any risks to 
the Council. The business case must go through the Governance and Audit 
Committee Trading Activities Sub Committee who will examine this and make 
recommendations. In light of the recommendations the relevant Cabinet 
Member shall approve the company’s business case. Where the company is 
intending to exercise the power to trade pursuant to section 95 of the Local 
Government Act 2003, the business case shall contain enough detail to satisfy 
the requirements of this Act and be similar to that required by the Council for 
major capital projects. 

3. This Protocol relates to the following companies: 

(a) in the case of companies with issued share capital, those companies in 
which the Council's interest is more than 1% of the issued share capital, 
where those shares are held other than for solely investment purposes 

(b) in the case of any company without shares, where the Council is a 
member 

(c) any company of whatever sort in which the Council nominates one or 
more directors or itself is (or has the right to be) a company director 

4. In the case of a company formed or controlled by the Council (or where the 
Council has, or can reasonably have, input into the wording of the 
Memorandum and Articles), the following provisions must appear in the 
company's Articles: 

(a) The registered office shall be specified as: Sessions House, County 
Hall, Maidstone, Kent ME14 1XQ (care of the Corporate Director of 
Finance and Procurement). 

(b) The Corporate Director (or Managing Director) within whose remit the 
company’s business lies shall be responsible for nominating a secretary 
for the company from among his/her staff. A register of all company 
secretaries will be maintained. 

(c) Any Member or officer of the Council who is appointed as a director or 
secretary of that company shall not be appointed in their own private 
capacity but shall be appointed as a nominee of the Council, which shall 
have the power to remove and replace such director or secretary as it 
may see fit. 
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(d) It shall be the responsibility of the Council’s representative on the board 
or the Corporate Director within whose remit the company’s business 
lies to make whatever arrangements may be necessary to ensure the 
company makes a full annual report of its activities to the Cabinet within 
three months after the end of its financial year.  

(e) No Member or officer of the Council who is appointed as a director or 
secretary of that company (or who represents the Council at any 
meeting of the company or of the board) shall receive any income from 
the company unless the Council's Corporate Director of Finance and 
Procurement so agrees in writing in advance. If any income is received 
by a Member or officer, it must be documented in the relevant Register 
of Interests and published on the Council’s website. 

5. In respect of any company to which this Protocol applies the following rules 
shall also apply (even if not included in the company’s Articles): 

(a) Any director of the company who is nominated by the Council (and any 
person authorised to represent the Council at a meeting of the company 
or of the board) shall be appointed by the Cabinet or relevant Cabinet 
Member in accordance with the decision making procedures set out in 
the Council’s Constitution. 

(b) Any person authorised to represent the Council at a meeting of the 
company (where the Council is a member of the company) or of the 
board (where the Council is a director of the company) shall follow such 
directions as to the operation of the company as may be determined by 
the Cabinet or relevant Cabinet Member from time to time in accordance 
with the decision making procedures set out in the Council’s 
Constitution. 

(c) Directors nominated by the Council shall (so far as permitted by law and 
their duties to the company as directors) follow such directions as to the 
operation of the company as may be determined by the Cabinet or 
relevant Cabinet Member from time to time in accordance with the 
decision making procedures set out in the Council’s Constitution. 

(d) Members or officers representing the Council on any board shall only 
take decisions which are in accordance with the company’s articles and 
any Council policies that are to apply to the company. 

(e) Where Members or officers of the Council incur expenses as a result of 
their involvement in the company, this shall be claimed by them from the 
company as the Council's Corporate Director of Finance and 
Procurement may direct. 

6. In any situation where a Member or officer of the Council (or any member of 
their close family) is (in their private capacity) a member, director or secretary of 
a company of which the Council is also a member or director, or in respect of 
which the Council has the right to nominate one or more directors, then such 
Member or officer shall notify the Corporate Director of Finance and 
Procurement of this in writing as soon as they become aware of the same. 
These should be documented in the relevant Register of Interests or Statement 
of Related Party Transactions. The purpose of this is to prevent the company 
becoming a local authority company without the Council becoming aware of it. 
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7. The Council shall only become a member or director of a company following a 
decision of the Cabinet or relevant Cabinet Member taken in accordance with 
the decision making procedures set out in the Council’s Constitution. When 
seeking such a decision any report to the Cabinet or relevant Cabinet Member 
shall state: 

(a) the Council’s rights of membership and to nominate directors (or to itself 
become a corporate director) 

(b) the purpose of the company and of the Council's involvement 

(c) the identity of the initial nominated directors and secretary and any 
person who is intended to be authorised to represent the Council at a 
meeting of the company (where the Council is a member of the 
company) or of the board (where the Council is a corporate director of 
the company) 

(d) what Council policies (if any) are to apply to the company.  If no policies 
have been stated in the Member decision and the company directors do 
not formally set their own, the policies adopted should default 
automatically to KCC policies.  Where a company adopts its own 
policies, assurance must be provided to the Governance and Audit 
Committee Trading Activities Sub Committee that adequate policies and 
procedures are in place, with particular reference to anti-fraud and 
corruption 

(e) that appropriate due diligence has been completed which must include 
an evaluation of the background, experience and reputation of the 
company and/or the proposed and existing directors  

(f)  any other limits the Councils' Corporate Director of Finance and 
Procurement or Monitoring Officer recommend be placed on the 
activities of the company. 

8. Once the decision process is completed, the company shall be formed and the 
Council Members and officers involved with the company shall ensure (so far as 
it is within their remit) that the relevant policies are applied by the company. 

9. This Protocol shall also apply to companies already in existence and as regards 
such companies: 

(a) a decision dealing with all the relevant matters set out in this Protocol is 
to be taken under the decision making procedures set out in the 
Council’s Constitution by Cabinet or the relevant Cabinet Member as 
soon as reasonably practicable, and 

(b) the Articles to such companies shall (where appropriate and reasonably 
practicable) be amended as soon as possible. 

10. Both as regards companies already in existence and companies yet to be 
formed, all Members and officers of the Council should, from the date of 
adoption of this Protocol, act (so far as is reasonably practicable) as if the 
Articles had already been amended as required by this Protocol, whether or not 
this has in fact happened. 
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11. Companies in which KCC has an interest must pass a resolution of the 
company to provide Internal Audit with all information and explanations (in the 
specified format) required to perform internal audits of the companies and 
participate in the Audit Commission’s (or successor body’s) National Fraud 
Initiative data matching exercise.  In addition, the Members and officers of the 
Council who are running KCC companies must seek appropriate advice from 
time to time to ensure that: 

(a) they and the company are operating within the law, specifically where 
they intend to change or expand the business activities of the company 

(b)  they are aware of the extent of their potential personal liabilities, conflicts 
of interest and any indemnities or insurance cover provided by KCC that 
may apply to them. 

12. KCC Legal Services and KCC Finance between them have produced ‘Guidance 
on Local Authority Companies’ that covers these issues in detail and will update 
and expand this as necessary from time to time. 

13. In order that Members and officers of the Council can be fully aware at all times 
of the extent of KCC’s interests in local authority companies and their exposure 
to potential legal, financial and reputational risks, the Corporate Director of 
Finance and Procurement shall maintain an accurate, complete and up-to-date 
record of all companies in which KCC has an interest, clearly identifying those 
that are trading. Members and officers of the Council are required to supply 
timely information to the Corporate Director of Finance and Procurement so as 
to ensure that these records can be fully and properly maintained. 

14. Pursuant to Part II of the Local Authorities (Companies) Order 1995, where a 
company is regulated by KCC (i.e. KCC either controls or has serious influence 
over it) then the company must: 

(a) provide any Member of the council who requests it such information as 
that Member reasonably requires for the proper discharge of their duties 
(but not so as to require breach of any law or of any obligation to a third 
party) 

(b) (only if it is a KCC controlled company) before it first appoints any 
person as auditor of the company obtain the Audit Commission’s (or 
successor body’s) consent to the appointment of that person. 

Note (i)  A Controlled Company is a company (a) which is a subsidiary of 
a Local Authority or (b) in which a Local Authority controls the 
majority of votes at a general meeting or (c) in which a Local 
Authority has the power to appoint/remove a majority of the 
Board or (d) which is under the control of another company 
which is itself a controlled company. 

(ii) An Influenced Company is a company (a) in which a person 
associated with a Local Authority controls 20% or more of the 
votes at a general meeting or (b) in which 20% or more of the 
directors are persons associated with a Local Authority (i.e. 
employees and members) or (c) in which 20% or more of the 
voting rights at Board meetings are held by persons associated 
with a Local Authority. 
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15. Members and officers representing the Council on the board of any company 
will at all times comply as appropriate with the County Council’s Code of 
Member Conduct and the Officers Code of Conduct as set out in the 
Constitution from time to time. 

16. Under Appendix 2 Part 2 of the Council’s Constitution, the Selection and 
Member Services Committee is responsible (inter alia) for “making 
appointments and nominations on behalf of the Council to serve on outside 
bodies (except those needing to be made by the Leader in connection with a 
delegation by him of his functions, the list of those appointments to be agreed 
between the Leader and the Committee from time to time)”.  Where a decision 
to appoint rests with the Leader, then the formal decision of the Cabinet or 
relevant Cabinet Member under paragraph 6 of this Protocol shall act as such 
appointment.  Where the decision rests with the Selection and Member 
Services Committee, then such appointment shall not take effect unless and 
until the Committee has resolved to make such appointment.   

17. Company directors’ duties are codified in Companies Act 2006. There are 
seven specific duties: 

(a) to act within powers 
(b) to promote the success of the company 
(c) to exercise independent judgement 
(d) to exercise reasonable skill and care 
(e) to avoid conflicts 
(f) not to accept benefits from third parties 
(g) to declare any interest in a proposed transaction 

18. As a matter of general principle, the overriding duty of any director in 
considering an item before the company is to vote in accordance with the 
interests of that company. In the case of a director who is also an elected 
Member, or an officer of KCC, this might give rise to a conflict with the interests 
of KCC. 

19. Directors and company officers are responsible for keeping accounts and 
making relevant returns to the Registrar of Companies, and in addition are 
required to lodge a copy of the Companies House Annual Return (showing 
directors and ownership) and a copy of each set of Statutory Accounts 
submitted to Companies House with KCC Legal Services and KCC Finance. 

20. Elected Members and council officers are under a specific obligation (under the 
Local Authorities (Companies) Order 1995) to report back to the council through 
the Trading Activities Sub Committee on their involvement in outside companies 
to which they have been nominated by KCC. Any changes to companies’ 
structure should also be reported to this Sub Committee. 

21. Various breaches of obligation can lead to a director having personal liability or 
being disqualified from acting as a director. In particular, failure to declare an 
interest is a criminal offence. 

22. KCC’s insurance arrangements do not provide an indemnity for Members and 
officers involved with outside bodies when they act: 

Page 267



APPENDIX 1 
 

 - 6 - 

(a) solely on behalf of an outside body 
(b) outside their delegated powers, i.e. in a decision-making capacity rather 

than as advisors or observers 
(c) outside the authority’s statutory powers 

23. Companies should purchase directors’ and officers’ liability insurance to protect 
their directors and officers against claims of negligence, breach of duty, trust, 
default, etc. Directors should liaise with the company to ensure that such a 
policy of insurance is maintained at all times, and covers the director as much 
as it can. 

24. KCC may exceptionally give a wider indemnity to specific members/officers 
where the council specifically requires that person to become a director for KCC 
business reasons. KCC would insist that such a wider indemnity only dealt with 
anything not covered by the company’s insurance. 

25. More detail on indemnities and insurance can be found in the advice note 
“Members & Officers Indemnity” prepared by the Finance Unit to which 
reference should be made. 

26. There can be a tendency to assume that a new venture requires a new legal 
entity, and that therefore a new project should be commenced in a new 
company. This is not necessarily the case. There is a limited number of 
situations where a limited company might be appropriate, namely: 

(a) Where there is trading to be carried out under the provisions of section 95 of 
the Local Government Act 2003.  Section 95 provides a specific power to 
trade but the Act says that such trading must be carried out through a 
limited company.  It must be noted that not all trading by KCC is necessarily 
under the provisions of Section 95. There are other cases where trading can 
be carried on under other powers (and where therefore a limited company 
may not be needed). Examples of these other powers are: 

i. Where what is being done is the provision of goods and/or services 
to another public body under the provisions of the Local Authorities 
(Goods and Services) Act 1970, whether a particular organisation 
is a public body for the purposes of that Act is specified in 
regulations. 

ii.  Where what is being done is incidental to the main function that is 
being carried out.  An example of this might be a library 
occasionally selling books as part of a promotion of reading. This 
power will be fairly tightly interpreted. If the main purpose of the 
activity is to raise money that will not be considered incidental to 
the original function.  

iii. Where what is being done is use of surplus capacity. An example 
might be a council landscape service having raised too many plants 
and selling off the surplus to the public.  If the activity requires the 
taking on of additional staff or the procurement of new services or 
equipment then it will almost certainly not come within this 
category.   

(b) Where for some other specific reason it is advised that a limited 
company be formed. Typically these reasons will include the wish to 
take the activity out of the mainstream of KCC activity – either so as to 
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encourage external funding or involvement, or to permit employment of 
staff outside KCC’s usual terms and conditions for directly employed 
staff, e.g. Kent Top Temps.  

27. Whatever power is being used, and whether a company is being formed or not, 
care must be taken not to exceed the scope of activity permitted by such 
powers. 

28. More detail on companies generally can be found in the advice note “Local 
Authority Companies” prepared by the Corporate Director of Finance and 
Procurement and the Director of Governance and Law to which reference 
should be made.  

 

February 2014 
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