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1 PURPOSE OF REPORT 

1.1 To inform the Audit and Governance Committee of the work undertaken 
by East Lothian Investments Ltd (ELI) during 2024/2025 and to provide 
an update on recent governance changes, including the modernisation 
of the Articles of Association. 

 

2 RECOMMENDATIONS 

Members are recommended to: 

2.1 Note the contents of this report. 

 

3 BACKGROUND 

3.1 East Lothian Investments Ltd (ELI), formerly East Lothian Economic 
Development Company (SC187674), was formed in April 2001 by East 
Lothian Council (ELC) following the disaggregation of the Lothian 
Enterprise Board (LEB). 

3.2 The disaggregation resulted in the transfer of equity stakes in five East 
Lothian companies which, under local authority governance rules, ELC 
could not hold directly. ELI was therefore established to take ownership 
of these shareholdings. 

3.3 ELI subsequently developed and implemented exit strategies for these 
investments, using the funds generated to support the development of 
the East Lothian business base. This support has taken the form of 
interest free loans to start ups and businesses based within the county. 



The loan ceiling for 2024/2025 was £25,000, although higher awards 
may be approved where economic benefits or job creation justify it. 
Loans are repayable over up to 60 months, with an arrangement fee of 
7.5% applied to cover company overheads. 

3.4 The company has a Board of five directors comprising the Leader of the 
Council, the Economic Development spokesperson, and three private 
sector representatives. All Board members act on a pro bono basis. 

Governance 

3.5 ELI is fully authorised and regulated by the Financial Conduct Authority 
(FCA). A Compliance Monitoring Document (CMD), regulatory 
business plan, and a suite of policies are maintained and reviewed 
regularly. 

3.6 During 2024/2025, the Companies Manager, Lisa Deegan, acted as the 
FCA Approved Person and Senior Manager under the FCA 
Certification Regime. The Companies Manager is supported by the 
Economic Development Business Development Assistant. 

3.7 The Companies Manager also acts as Company Secretary. 

3.8 Board meetings are held regularly, aligned to the volume of loan 
applications. The CMD and relevant policies are reviewed and updated 
at each meeting in line with FCA requirements. Loan award decisions, 
including value and repayment terms, are taken by majority vote, with 
the Chair holding a casting vote. 

3.9 Minutes of Board meetings are taken and approved at the subsequent 
meeting. 

3.10 ELI has historically been audited by Greaves West & Ayre. End of year 
accounts are approved by the Board and provided to ELC. The 
company uses Xero cloud based accounting software. 

3.11 As required by the FCA, ELI reports annually on complaints, financial 
data, lenders, lending volumes, and organisational structure. 

3.12 The company holds an interest bearing account and two chequing 
accounts with the Royal Bank of Scotland. Legal advice is provided by 
Addleshaw Goddard, Edinburgh. 

Governance Update 

3.13 Modernisation of Articles of Association, Removal of External Audit 
Requirement, and Strengthening of Governance Arrangements 

3.14 Following the 2024/2025 year end, and ahead of the preparation of this 
report for the Audit & Governance Committee, a review of East Lothian 
Investments Ltd.’s governance arrangements and Articles of 
Association was undertaken. This review focused on ensuring that the 
company’s governance, financial oversight, and operational resilience 
remain proportionate, efficient, and sustainable. 



3.15 Historically, ELI has always qualified for the small companies audit 
exemption under the Companies Act 2006, and there has never been a 
statutory requirement for the company to appoint external auditors. The 
requirement for an annual external audit existed solely within ELI’s 
original Articles of Association. In the interests of cost efficiency and 
proportionality and recognising that the external audit requirement was 
not legally necessary, the Articles were updated to remove this historic 
provision. Under the revised Articles, ELI is now required to appoint 
auditors only where mandated by law. 

3.16 The removal of the external audit requirement also enables ELI to 
access an enhanced accounting support service from its accounting 
firm (previously the external auditor). This provides a more 
comprehensive and continuous level of financial support, reduces 
reliance on the Companies Manager for technical accounting matters, 
and strengthens the overall financial control environment. This change 
also aligns ELI more closely with internal ELC governance structures, 
which are being reviewed in parallel. 

3.17 Given that the loan fund naturally diminishes over time as repayments 
are recycled and new loans are issued, a review of the long term 
financial sustainability and longevity of the fund is underway. This 
includes assessing how the fund can be managed as efficiently as 
possible to ensure it continues to support East Lothian businesses and 
wider economic development for as long as possible. 

3.18 In parallel, preparatory work is being undertaken to review the 
operational resource model, with a focus on reducing single person 
dependency, strengthening contingency arrangements, and supporting 
succession planning both operationally and at Board level.  

3.19 Senior Officers across ELC Finance and Legal have been fully 
engaged throughout this process and have confirmed their agreement 
with the modernisation of the Articles, the removal of the external audit 
requirement, and the wider governance improvements. Audit Scotland 
has also been consulted on the proposed approach. 

3.20 To ensure continued assurance and transparency, ELC Finance is 
developing an enhanced oversight and reporting framework for ELI. 
This will provide ongoing monitoring of financial performance, 
regulatory compliance, and governance arrangements going forward. 

Overall Lending 

3.21 Since its formation, East Lothian Investments (ELI) has awarded and 
paid 407 loans, with a total loan value of £3,867,104. This lending has 
leveraged £21.0 million in private investment, supported the creation of 
907 jobs, protected a further 1,899 jobs, and resulted in a cumulative 
bad‑debt write‑off rate of 2.99% for loans issued since 2009. 

2024/25 Lending Activity 



3.22 Against the backdrop of an additional £150,000 allocation from the UK 
Shared Prosperity Fund (UKSPF), lending activity increased 
significantly during 2024/25. Over the period, 16 new loans were 
awarded, totalling £281,500, supporting a diverse range of sectors 
across the East Lothian economy. 

Sector distribution of loans awarded: 

Construction – 3 

Hospitality / Food & Drink – 6 

Technology – 1 

Retail – 1 

Research & Development – 1 

Healthcare & Education – 3 

Professional Services – 1 

3.23 As at March 2025, the loan book comprised 31 active loans, reflecting 
continued demand for the fund and the ongoing repayment 
performance of existing borrowers. 

 

4 POLICY IMPLICATIONS  

4.1 None 

  

5 RESOURCE AND OTHER IMPLICATIONS 

5.1 Finance:   None 

5.2 Human Resources:  None 

5.3 Other (e.g. Legal/IT): None 

5.4 Risk:    None 

 

6 INTEGRATED IMPACT ASSESSMENT 

6.1 Select the statement that is appropriate to your report by placing 
an ‘X’ in the relevant box. 

An Integrated Impact Assessment screening process has 
been undertaken, and the subject of this report does not 
affect the wellbeing of the community or have a significant 
impact on: equality and human rights; tackling socio-
economic disadvantages and poverty; climate change, the 

X 



environment and sustainability; the Council’s role as a 
corporate parent; or the storage/collection of personal 
data. 

or 

The subject of this report has been through the Integrated 
Impact Assessment process and impacts have been 
identified as follows: 

Subject Impacts identified (Yes, 
No or N/A) 

Equality and human rights  

Socio-economic disadvantage/poverty  

Climate change, the environment and 
sustainability 

 

Corporate parenting and care-experienced 
young people  

 

Storage/collection of personal data  

Other  

 

[Enter information on impacts that have been identified] 

The Integrated Impact Assessment relating to this report has been 
published and can be accessed via the Council’s website: 

https://www.eastlothian.gov.uk/info/210602/equality_and_diversity/120
14/integrated_impact_assessments 

 

7 APPENDICES 

7.1 East Lothian Investments Ltd. Annual Report and Financial Statements 
for the Year Ended 31 March 2025 

 

8 BACKGROUND PAPERS  

8.1 NA 

 

9 AUTHOR AND APPROVAL DETAILS 

Report Author(s) 
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