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To: POLICY AND RESOURCES 

(FINANCE) SUB-COMMITTEE 

From: DIRECTOR OF FINANCE 

Date: 26 April 2006 Ref: W A C  

AGENDA ITEM NO..:.. 

Subject: ACCOUNTS COMMISSION 
OVERVIEW REPORT ON THE 2004- 
2005 AUDIT OF SCOTTISH LOCAL 
AUTHORITIES 

NORTH LANARKSHIRE COUNCIL 

REPORT 

1. Introduction 

1 .I As part of the external audit process, the Accounts Commission annually produces and 
overview report summarising the significant issues arising from the audit process from 
all 32 Scottish local authorities. The report is prepared under the statutory provision of 
Section 102(1) of the Local Government (Scotland) Act 1973. 

2. Backaround 

2.1 A final report on the audit of North Lanarkshire Council for the year ended 31 March 
2005 was received by the Council from Audit Scotland, the Council’s external auditors 
on 31 October 2005 and reported to the Council on 1 December 2005. The Council’s 
2004-2005 financial statements received an unqualified audit opinion and the audit 
report was generally satisfactory. 

2.2 The Accounts Commission overview report has been prepared from information drawn 
from all 32 individual Councils’ annual audit reports and summarises the most 
significant issues identified. 

3. Main findinas and matters arisinq 

3.1 The Accounts Commission overview report covers a broad range of issues and where 
appropriate names individual authorities. There is one specific mention of North 
Lanarkshire Council in the report where we are used as a good practice example in 
relation to strategies and policies on financial reserves. 

3.2 There are, however, a number of key messages and areas for improvement identified 
by the Accounts Commission for consideration by authorities, which are highlighted in 
the report’s executive summary. Further details on the key issues raised in the 
Accounts Commission report and an assessment of how the Council has or is 
responding are at Appendix A. 

4. Conclusion 

4.1 The Accounts Commission report does not specifically highlight North Lanarkshire 
Council but management has considered fully the general issues raised by the 
Accounts Commission and is satisfied that the Council has responded appropriately or 
has plans in place to address issues identified. 



5. Recommendations 

5.1 The Committee is asked to note this report. 

Director of Finance 

For further information please contact Ken Adamson, Audit Manager on Ext. 2188 



APPENDIX 1 

Matters raised in the Accounts Commission's Overview Report 2004-2005 
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50-3 

17 
and 

139-1 

Overview of the Local Authoritv Audits 2005 

Local authorities are working in an 
environment of major change as government 
seeks to reform and modernise public 
services. 

Council face substantial financial pressures, 
and they need to take a more strategic 
approach to the management of resources 
and risks. 

Expenditure levels have increased, but 
councils face significant cost pressures and 
the rate of growth of central government 
support is levelling off. 

There is a need for better long-term financial 
planning. 

Financial stewardship in councils remains 
generally sound. There were no audit 
qualifications on councils 2004-2005 
accounts and councils provided more 
information about reserves and what they 
intend to do with them. 

Council tax collection rates continued to 
improve, rising to 92.7% in 2004/2005. 

Councils have some way to go to develop 
and implement systematic performance 
management of their services. Councillors 
need better information and support if they 
are to exercise their scrutiny responsibilities 
effectively. 

Comments on matters raised bv the Accounts 
Commission as thev relate to North Lanarkshire 
Council 

The Council continues to recognise and respond to 
an ever-changing external environment and has a 
range of mechanisms in place to seek continuous 
improvement in the delivery of services and to 
respond to ever changing demands placed upon it. 

The Council has prepared indicative three year 
financial plans which describes anticipated funding, 
base budgets and cost pressures and sets out 
options for growth, efficiency savings and council tax 
increases. Efficiency savings proposals are 
generated as part of the budget strategy. 

It would be extremely difficult to undertake longer 
term financial planning beyond the current Scottish 
Executive spending review periods in the absence of 
information on the level of anticipated Resource 
Support Grant (80% of Council funding) from 
Government. 

The Council already produces a number of strategic 
planning documents e.g. Community Plans, Strategic 
Housing Plans, Integrated Children's Services Plan, 
Community Care Plan which are beyond a 3 year 
timescale. 

Work has commenced to consider the options for 
further longer-term financial planning. 

The Council's 2004-2005 financial statements 
received an unqualified audit opinion. The Council's 
budget setting process includes a clearly defined 
approach to the level of reserves considered 
appropriate. 

The Council collected 93.6% in 2004-2005 (93.2% it- 
2003-2004). 

~~ 

The final report produced by the Council's externa 
auditors for 2004-05 highlighted that the Council dic 
not have a comprehensive and fully developec 
performance management framework in place at the 
time of the audit. However it was recognised that the 
Council was addressing this issue and that E 
Corporate Performance Framework had been 
approved by the Policy and Resources Committee in 
April 2005 and was being implemented in 2005-2006. 
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Matters raised in the Accounts Commission’s Overview Report 2004-2005 

- Para - ref 
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Overview of the Local Authoritv Audits 2005 

There was general improvement across the 
range of services covered by the 
Commission’s SPls, but this masks 
significant variation among councils. 

Councils have made some progress in 
developing asset management plans but 
significantly more needs to be done. 

Councils need to adopt a more strategic 
approach to workforce management. 

Risk management arrangements are 
underdeveloped and more needs to be done. 

Comments on matters raised bv the Accounts 
Commission as thev relate to North Lanarkshire 
Council 

The Council normally receives a report summarising 
the Council’s SPI outturns which compares 
performance with prior years and other local 
authorities shortly after the data is published by the 
Accounts Commission. 

The external auditors commented in their final report 
for 2004-05 that the Council’s asset management 
plan was not finalised but noted that progress had 
been made in the development of asset management 
planning arrangements and the preparation of an 
action plan detailing the necessary actions and 
timescales required to progress asset management 
planning. 

Whilst good progress on this issue has been made, 
the Council continues to need to work to further 
develop and embed asset management within its 
service planning arrangements in order to ensure 
that Council services and corporate plan objectives 
are provided and delivered via the most effective and 
efficient property portfolio. 

The Council has put in place arrangements to 
address this issue and has an established workforce- 
planning group drawn from Departments and chaired 
by the Chief Personnel Officer (Policy and Training). 
The Group has undertaken work on recruitment 
methods, exit interviews, age profiling and potential 
for graduate training programmes. Some subject 
reports are nearing completion. A framework report 
addressing the key workforce planning issues for the 
Council is expected to be available by October 2006. 
A range of proposed actions arising from the work of 
the Group are expected to emerge during 2006-2007. 

The Council and individual Departments have 
identified major risks and produced risk registers 
which document the existing controls in place to 
mitigate the risk and to ensure business continuity 
and which identify planned future actions. These 
risks are monitored and reviewed on a regular basis 
by senior management. The Audit and Governance 
Panel has received regular reports from Departments 
on their risk management arrangements during 2005- 
2006. 
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Matters raised in the Accounts Commission’s Overview Report 2004-2005 
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Overview of the Local Authoritv Audits 2005 

Councils are taking different approaches to 
trading accounts, and some trading activities 
are unlikely to achieve the rolling three-year 
break-even target. 

The National Fraud Initiative generated 
savings in excess of f8 million. 

Councils continue to rely too much on SPls 
as the main means for monitoring 
performance. 

Elected members need better information 
and support if they are to exercise their 
scrutiny responsibilities effectively. 

There has been further progress in applying 
audit committee principles. 

Educational attainment overall is improving 
but more needs to be done to address the 
gap between the lowest and highest- 
performing pupils. 

Comments on matters raised bv the Accounts 
Commission as thev relate to North Lanarkshire 
Council 

-~ 

The Council’s approach to trading accounts has been 
accepted by the external auditors. All trading 
activities achieved satisfactory financial outturns in 
2004-2005 and management remains focused on the 
need to keep under review the achievement of the 3- 
year break-even position during 2005-2006. 

The Council’s external auditors in their final report on 
the 2004-2005 audit commented that the Council had 
shown commitment to the NFI exercise and was 
systematically following up reported data matches. 
The Council has reported identified savings of 
approximately f 191,000. 

The Corporate Performance Framework highlighted 
above uses a range of information for measuring 
performance which includes a considerable amount 
of non-SPI data. 

The Council has established two member-led 
scrutiny panels which continued to operate during 
2004-2005. 

Although the Council’s external auditors noted that 
there was no formal audit committee in place during 
2004-2005 it was highlighted that a review of 
arrangements had been undertaken during the year 
which had resulted in the creation of an Audit and 
Governance Panel which held its first meeting in April 
2005 and is now fully operational. 

The education functions of North Lanarkshire Council 
were inspected by HMlE during 2002 as part of the 
national inspection programme of all education 
authorities in Scotland. The report published in 
February 2003 was extremely positive. HMlE 
undertook follow-up work in 2005 and concluded that 
the authority had made good progress in achieving 
improvements in attainment and achievement with 
very good progress in some aspects of attainment 
and in wider achievement. 
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Overview of the Local Authoritv Audits 2005 

Increasing service levels and improved 
flexibility represent major steps forward in 
home care provision. 

Councils face real pressures in reducing the 
amount of biodegradable waste sent to 
landfill, but recycling levels are rising. 

Comments on matters raised bv the Accounts 
Commission as thev relate to North Lanarkshire 
Council 

Social Work’s service improvement plan highlights 
the Department‘s aim to help older people to retain 
their independence for as long as possible and to 
receive services at times of need, tailored wherever 
possible to their own requirements. The 
Department‘s aim is to ensure access to 
personalised, flexible services where and when 
people need them and to progressively increase the 
proportion of people supported at home. 

The Council’s external auditors noted in their final 
report for 2004-05 that the Council had increased the 
level of waste which is not sent to landfill from 14% to 
21%. 

p :s d 


