
NORTH LANARKSHIRE COUNCIL

REP0 R4GENDA ITEM No.

To: HOUSING AND SOCIAL WORK SERVICES
COMMITTEE

From: HEAD OF HOUSING PROPERTY

Date: 29 OCTOBER 2015 I Ref: DM/JA/LS

1.

2.

Purpose of Report I Introduction

Subject: SALTIRE STRATEGIC PARTNERSHIP 4
YEAR SERVICE REVIEW

The purpose of this report is to detail to committee the findings of the Joint Service Review
(and subsequent Risk Review) undertaken at year 4 of the strategic partnership (in line with
the Works Agreement clause 12.3.1), between the Employer (NLC) and the Service Provider
(Saltire Facilities Management Ltd).

Background

2.1 As per the Works Agreement, service reviews shall be carried out jointly at year 4 and 8 of
the strategic partnership between the Employer (NLC) and the Service Provider (Saltire
Facilities Management Ltd).

2.2 Year 4 of the partnership commenced in January 2014 and the service review was notified
one month in advance in line with requirements.

2.3 As per 12.3.1 of the Works Agreement, it is noted that in addition to the categories of
performance measurement detailed in Clause 12.1, the Employer shall also be entitled,
when considering whether suitable service delivery levels have been attained, to have
regard to the followingcategories:−(a)

The results of any benchmarking comparisons referred to in Clause 12.4;

(b) The attaining of any Quality Standards not forming part of the performance
measurement;

(c) The Service Provider's performance against relevant Scottish Government and/or Audit
Scotland performance indicators (or such other performance indicators as the Employer
and the Service Provider agree are appropriate from time to time) not forming part of the
performance measurements;

(d) Accepted and outstanding insurance claims;

(e) Performance under any other of the Service Provider's obligations under this
Agreement;

(f) Customer satisfaction;

(g) The result of consultation with Employees;

(h) Analysis of existing management information; and
(i) Any other relevant information relating to service delivery.

2.4 To fully assess the above across a range of key criteria, it was agreed that a review group
be formed from stakeholders from across the council and Saltire. The group agreed that a
scorecard approach be utilised to assess the above criteria against the council's strategic
aims and objectives, including wider employment and community benefits derived to date.
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2.5 Stakeholders were identified from across Finance and Customer Services, Housing and
Social Work Services, Regeneration and Environmental Services along with Saltire to
participate in the service review.

2.6 The review was progressed via an evidenced based approach, with detailed examination of
all related partnership performance reports to date (financial and operational), supported by
a presentation from the Service Provider and a range of related documents and policies.

2.7 A comprehensive evidence pack, derived from the above, was issued to all key stakeholders
at an initial joint review workshop held on 25 August 2014.

2.8 At the initial event, evidence to date was discussed in detail to ensure all relevant
information had been captured to inform the assessment.

2.9 Following the initial workshop and Saltire's presentation, relevant staff were nominated to
score from across the council and Saltire and it was agreed that each party would review all
related evidence, follow up individual lines of enquiry (if required) and present scores for joint
review and consideration at subsequent workshop discussions.

2.10 The group met again in September 2014 and agreed that the final scorecard be detailed via
partnership consensus in line with the nature of the Works Agreement clause. Following
protracted internal and external communications thereafter, the agreed scores and
associated weightings were finally agreed and are detailed in Appendix 1.

3. Proposals I Considerations

3.1 In line with the outcome of the service review, the group collectively agreed on all score card
elements with the exception of two specific areas (Risk (Council I Community) and Lifetime
Cost). This resulted in an overall score from Saltire of +139 and +131 from council
representatives. For context, the highest possible score was +159 and the lowest score
would have been −159.

−159 +159

3.2 This therefore equates to a score of 87% by Saltire in comparison to 82% by council
stakeholders. Despite related discussions, final agreement could not be reached on a
unified position between the Employer and the Service Provider.

3.3 A range of commentary in relation to each assessed area is detailed within the related
review documentation and is fully supported by the previously referenced evidence pack. A
copy of the review documentation has been entered into the member's library and available
on MARS for wider reference.

3.4 Overall, the partnership scored well in a range of key objectives. During discussions, it was
repeatedly highlighted that scores and the related perceptions of stakeholders had been
positively affected by the consistent performance demonstrated since the commencement of
the Works Agreement in 2011.

3.5 The lowest scoring point was Ease of Specification which received an overall score of +2
from the group due primarily to the low weighting applied to the element.

3.6 As stated in 3.1, there were 2 elements where a consensus could not be agreed, Risk
(Council I Community) and Lifetime Cost. With regards Risk (Council I Community) Saltire
scored this as a +3 to achieve a total weighted score of +12 noting that shareholder funds
are at a good level. This was based upon their view that they had been selective in their
acquisition of work and since the commencement of the partnership, had increased their
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portfolio of private−sector work. Investment within internal system development was noted
through the introduction of the Aeromark system with the expectation that initial capital
outlay would produce long−term benefits. Finally, Saltire noted that significant savings had
also been made through efficiency exercises.

3.7 Council stakeholders scored this element as a +2 to produce a total weighted score of +8. It
was noted that 100% compliance had being achieved in relation to servicing, with good
reports from Corgi and the Scottish Housing Regulator maintained. However, concerns with
regards potential financial risks were noted given the company's reduced workload, the
competitive nature of the market it operates in and evidence of decreased profitability. It
was also noted that the financial growth objectives had not been achieved in line with the
objectives set out in the initial business plan, which when considered alongside the recently
decreased turnover, ongoing overhead costs and Saltire's projected break even strategy, is
considered to represent financial risk.

3.8 Following a detailed discussion, and with a consensus unable to be reached, it was agreed
both parties would score this element separately (as referenced at 3.2).

3.9 With the group also unable to reach consensus on a final score for the element of Lifetime
Cost, both parties again scored independently. Saltire stakeholders scored this as +3, and
with this carrying a weighting of x4, noted a weighted score of +12. Saltire noted the 12%
reduction implemented to contract rates following the re−award of the contract had not
affected service performance. They also emphasised that enhanced maintenance on certain
boiler types had also been required, which again has been managed effectively at Saltire's
cost (as required by the contract subject to age profile).

3.10 Council stakeholders scored this element as a +2 to produce a weighted score of +8. This
score largely reflects the view that Saltire has not delivered the annual growth and
profitability levels stated in the initial business plan, and was therefore not delivering in line
with the council's initial expectations.

3.11 It should be noted that as part of the council's wider governance arrangements and guidance
relating to the management of Arms Length External Organisations (ALEOs), Finance and
Customer Services also regularly report to the Policy and Resources committee on linked
financial governance considerations. In relation to Lifetime Cost considerations, recent
reports have referenced Saltire having high−overhead costs, with the related assurance
report illustrating the current actions being taken to mitigate.

3.12 In all other areas of the service review, whilst there is room for ongoing improvement on a
range of aspects, the review has confirmed that the partnership is meeting explicit service
and community objectives and is a valuable asset to the Employer and the Service Provider.

3.13 Following the review of the above, council stakeholders took the decision to conduct a next
stage risk management exercise across the respective services. This was led by Housing
and Social Work Services to fully profile the risk in relation to any potential failure of the Joint
Venture.

3.14 This involved all relevant services, utilising profiled templates and in line with the council's
established risk management framework, analysing and scoring from their respective
positions, key areas of risk and related implications across the followingcriteria:−•

Service Objectives
• Financial
• People
• Recovery
• Reputational
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3.15 Scoring within each service informed what was the most likely scenario based on the service
review and evidence pack.

3.16 As part of the Risk Review exercise Risk Evaluation Control Documents were completed
from each service in line with the Council's Risk Management Strategy. Risk ratings (1−25)
probably (1−5), impact 1−5) therefore [probably x impact] = risk score. A probability score of
2 was agreed by all services in terms of partnership failure being unlikely to occur during the
next 12 months. A full set of the risk review control documents have also been entered into
the member's library for wider reference.

3.17 As the primary customer of the Joint Venture, Housing and Social Work Services scored the
highest in terms of risk/impact. In terms of financial impact to the council, recovery,
community benefits such as loss of jobs and reputation, this has been scored lower by the
other Services. It should be noted that the probability and risk of such a failure event scored
low overall.

4. Financial I Personnel I Legal I Policy I Equalities Implications

4.1 In line with the legal and contractual nature of the partnership, separate Board arrangements
are established which deal primarily with the internal financial and operational performance
of the partnership vehicle.

4.2 Any developments which relate to the council's finances, personnel, legal position, policies
or issues of equality will continue to be managed via the respective process e.g. Contract
Liaison forum, and be reported to committee individually as required to ensure effective
scrutiny and review.

4.3 Ongoing financial governance of the partnership vehicle is also contained within the wider
ALEO performance reporting framework led by the Executive Director of Finance and
Customer Services. This includes the current issues identified at 3.10 and 3.11.

5. Recommendations

It is recommended that the Committee:

(i)

(ii)

Note the contents of the report, the positive outcome and score of the 4 year service
review and risk review exercise

Note the ongoing assessment of financial risks incorporated within the council's
enhanced ALEO governance framework.

Des Murray
Head of HousingProFor

further information about this report please contact Des Murray on 01698 524758.
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Appendix 1 
 

 

Strategic Partnership - Service Review Scorecard 

Factor Weighting            
(x = 0 to 4) 

Scorecard 

Raw                
(e.g. -3 to 

+3) 

Individual  
Weighting        

(if any) 

Total 

Council Vision & Strategic Aims (SOA)         

Community Impact         

Employment         

Training and Development         

Investment & Wider Partnership Development         

Quality         

Impact on other services         

Risk (Council/Community)         

Lifetime Cost         

Transaction Costs         

Ease of Specification         

Management Information and Data 
Management Systems         

Benchmarking comparisons         

SPI / KPI's / Operational Performance         

Insurance Claims          

Customer Engagement & Satisfaction         

Analysis of management information          

Compliance with Quality Standards i.e. ISO 
9001,14001 and OHSAS 18001         

 
  



 
        Appendix 2  

 

Strategic Partnership - Service Review Scorecard (Agreed Weightings) 

Factor Weighting            
(x = 0 to 4) 

Scorecard 

Raw                
(e.g. -3 to 

+3) 

Individual  
Weighting        

(if any) 

Total 

Council Vision & Strategic Aims (SOA) X4       

Community Impact X3       

Employment X3       

Training and Development X3       

Investment & Wider Partnership Development X2       

Quality X4        

Impact on other services X2       

Risk (Council/Community) X4        

Lifetime Cost X4        

Transaction Costs X4       

Ease of Specification X1       

Management Information and Data 
Management Systems X3       

Benchmarking comparisons X2       

SPI / KPI's / Operational Performance X4       

Insurance Claims  X2       

Customer Engagement & Satisfaction X4       

Analysis of management information  X2       

Compliance with Quality Standards i.e. ISO 
9001,14001 and OHSAS 18001 X2       
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            Appendix 4 
 

Risk Control Document:   Regeneration and Environmental Services 

Risk ID Saltire Facilities Management Limited / 01 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category Service Objectives 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 2 Residual: 2 

Probability  
 (1 -5) Impact 

Probability :  2 
Fleet Operations is guided by colleagues within the Finance and Customer 
Services Section, and the Fleet Operations probability score reflects that 
provided by FCS.   
 
Impact  : 1 
The vehicles have 17 months remaining out of a 36 month lease period. 
Should Saltire cease trading, the council would be liable for the value of the 
remaining lease payments. The lease termination charge for the fleet is 
currently £ 169,473. This figure reduces by £9,969 per month. The final 
annual lease payment of £119,627 is due to be paid on 27/12/2015, which is 
12 months in advance of final lease expiry date in December 2016.  
 
From an economic development and employability services perspective 
there would be an impact and these are covered in sections 2 – 5. 

Current 
mitigation / 
Key Controls 
/ Procedures 

NLC Fleet Operations has a good mix of internal council and LLP 
customers. The Saltire fleet business (65 vehicles) accounts for 5% of NLC 
Fleet Operations’ activity and income. In the event that this income were to 
be lost, NLC Fleet Operations would still be able to function and provide a 
service to its other customers in the short term. However, Trading Account 
budget targets would be under pressure and Fleet Operations would have to 
consider increasing its vehicle supply and maintenance charges to other 
fleet users.  
 
Vehicle sub lease agreements have been issued to Saltire by the Treasury 
Section to safeguard the council’s position with regards to the council’s 
obligations under the vehicle master lease agreements. As at May 2015, 
discussions are still ongoing and the sub lease agreements remain 
unsigned.  

Linked 
Document 

 
SALTIRE FLEET COST MATRIX 

Further 
Action 
Required 

Conclude dialogue with Saltire regarding SLA and Vehicle Sub-lease 
agreements. Do not procure further vehicles for use by Saltire until 
documents for existing vehicles have been signed. 

Review Dates Last review:  June 2015 Next review:  June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Fleet Operations –Graham Johnstone/John Stewart 
Economic Development – Kevin Innes 

 



 

Risk Control Document:   Regeneration and Environmental Services 

Risk ID Saltire LLP / 02 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category Financial 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 2 Residual: 2 

Probability  
 (1 -5) Impact 

Probability  :  2 
 
Fleet Operations is guided by colleagues within the Finance and Customer 
Services Section, and the Fleet Operations probability score reflects that 
provided by FCS 
 
Impact  :  1 
The Fleet Operations Trading Account budget will have a loss of income 
which will require overheads to be reduced. Fixed overheads will have to be 
recouped through increasing vehicle supply and maintenance charges to 
other fleet users. The vehicle lease termination charges will require to be 
funded by NLC in the absence of signed vehicle sub lease agreements. 
 

Current 
mitigation / 
Key Controls 
/ Procedures 

NLC Fleet Operations currently supplies and maintains 65 vehicles for 
Saltire. The vehicles are subject to lease agreements between the council 
and the finance leasing company SG Equipment Finance Ltd. The vehicles 
are leased for a period of 3 years and each vehicle is replaced (or not) when 
its lease expires. Cancelling a lease early invokes an early lease termination 
charge which is usually the value of the lease remaining. NLC seeks to 
protect its position with regards to the master lease agreements via sub 
lease agreements. These documents are yet to be signed by Saltire. 
 
Saltire currently pays Fleet Operations £325,155 per year for the supply and 
maintenance of 65 vehicles. This income covers the costs of ‘fair wear and 
tear’ labour, parts, tyres, leasing, road tax, insurance and overhead 
recovery.  
 
From an economic development perspective the loss of jobs would have 
damaging effect on the local economy with the vast majority of Saltire 
employees residing in the North Lanarkshire area. 
 
There would also be a knock on effect to the supply chain businesses 
supporting the supply of goods and materials to Saltire on a weekly/ basis 
although it is difficult to assess what the total impact of this would be. 
However, there could be further indirect job losses in addition to reduced 
trading income if the service cease to exist e.g. plumbing suppliers  
 
In the event that Saltire ceased to trade with NLC, the council would be 
required to pay £169,473 to the leasing companies for early lease 
terminations. These costs could only be avoided if the council entered into a 
new gas maintenance arrangement with a provider willing to take on the 
vehicle leases.  
 
NLC would have to consider legal action against Saltire in the event that 
Saltire did not repay NLC for the early lease termination costs. 
 
Fleet Operations would be required to reduce its manpower and other 
overheads to minimise the additional costs which would need to be shared 



 

out across the remaining fleet vehicles. The council’s insurance premium for 
the whole fleet is in excess of £670k per year. The insurance policy 
premium would not be reduced immediately as it is paid annually in 
advance. 
 
The Bellshill workshop overheads (gas, electricity, rates central recharges) 
would have to be recouped across the remaining fleet.  
 
PACE at Skills Development Scotland would be contacted to support and 
mitigate the impact of large scale redundancies if alternative service 
providers could not be secured. 

Linked 
Document 

 
SALTIRE FLEET COST MATRIX 

Further 
Action 
Required 

Conclude dialogue with Saltire regarding SLA and Vehicle Sub-lease 
agreements. Do not procure further vehicles for use by Saltire until 
documents for existing vehicles have been signed. 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Fleet Operations –Graham Johnstone/John Stewart 
Economic Development – Kevin Innes 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Risk Control Document:   Regeneration and Environmental Services 

Risk ID Saltire LLP / 03 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category People 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 2 Residual: 2 

Probability  
 (1 -5) Impact 

Probability  :  2 
Fleet Operations is guided by colleagues within the Finance and Customer 
Services Section, and the Fleet Operations probability score reflects that 
provided by FCS 
 
Impact  :  1 
In the event that the 65 existing Saltire vehicles were no longer to be 
maintained by NLC Fleet Operations workshop at Bellshill, there would have 
to be an adjustment in manning. This redundancy situation would affect 0.5 
FTE out of the existing 29 mechanics.  
 
As stated in section 2 there would be a major impact on the local workforce 
as 90% of Saltire employees reside in North Lanarkshire. It would also have 
a slight impact on the Council’s Youth Investment Programme as Saltire 
provide meaningful opportunities to young unemployed people residing in 
North Lanarkshire. 
 
It would reduce the number of apprenticeship opportunities created every 
year by Saltire as part of the workforce development planning 
arrangements. 

Current 
mitigation / 
Key Controls 
/ Procedures 

The workshop has undergone manning reductions in the recent past, and 
there are mechanics who would be willing to take voluntary redundancy 
should it be made available. 

Linked 
Document 

 
SALTIRE FLEET COST MATRIX 

Further 
Action 
Required 

Recheck that the workshop mechanics remain interested in voluntary 
redundancy. 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Fleet Operations –Graham Johnstone/John Stewart 
Economic Development – Kevin Innes 

 
 
 
 
 
 
 
 
 



 

Risk Control Document:  Regeneration and Environmental Services 

Risk ID Saltire LLP / 04 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category Recovery 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 8 Residual: 8 

Probability  
 (1 -5) Impact 

Probability  :  2 
Fleet Operations is guided by colleagues within the Finance and Customer 
Services Section, and the Fleet Operations probability score reflects that 
provided by FCS 
 
Impact  :  4 
The 65 vehicles would be made available by NLC to future gas maintenance 
providers should they wish to utilise the vehicles. If the vehicles are not 
required then Fleet Operations would have to attempt to redistribute the 
vehicles amongst existing fleet users to avoid lease early termination 
charges. 
 
It is a challenge to assess the recovery in terms of economic and 
employment impact due to the lack of labour market data specific to this 
sector. However, there would be a natural impact on former employees 
personal finances due reduced income and current uncertainties in the 
Labour Market. 

Current 
mitigation / 
Key Controls 
/ Procedures 

NLC Fleet Operations would have to consider pursuing Saltire through the 
courts in the event that the council was left to pay vehicle lease termination 
charges.  
 
Once the sub lease agreements have been signed, there would still be no 
guarantee that NLC would recover the lease termination charges from 
Saltire as these legal documents have never been tested in court. 

Linked 
Document 

 
 SALTIRE FLEET COST MATRIX 

Further 
Action 
Required 

Ascertain from the legal section how robust the sub lease agreements would 
be in a conflict situation. 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Fleet Operations –Graham Johnstone/John Stewart 
Economic Development – Kevin Innes 

 
 
 
 
 
 
 
 
 
 
 



 

Risk Control Document:  Regeneration and Environmental Services 

Risk ID Saltire LLP / 05 

Objective 

 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  
 

Category Reputational 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 8 Residual: 8 

Probability  
 (1 -5) Impact 

Probability  :  2 
Fleet Operations is guided by colleagues within the Finance and Customer 
Services Section, and the Fleet Operations probability score reflects that 
provided by FCS 
 
Impact  :  4 
The failure of the LLP would attract significant media attention. 
 
In terms of economic impact within the local communities that Saltire serve, 
there would certainly be reputational damage to the Council in terms of its 
management and risk assessment of major contracts and the Council’s 
ability to meet it’s statutory obligations. 

Current 
mitigation / 
Key Controls 
/ Procedures 

NLC makes every effort to redeploy people where a redundancy situation 
occurs. Having said that, the mechanics are graded NLC7 and it might be 
difficult to find suitable alternative employment for individuals affected. 
Fortunately, Fleet Operations has volunteers ready to take VR if required. 

Linked 
Document 

 
SALTIRE FLEET COST MATRIX 

Further 
Action 
Required 

 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Fleet Operations –Graham Johnstone/John Stewart 
Economic Development – Kevin Innes 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

Risk Control Document  - Finance and Customer Services 

Risk ID Saltire Facilities Management Limited/ 01 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category Service Objectives 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 2 Residual: 2 

Probability  
 (1 -5) Impact 

Probability; 2 (10-30%) 
With the year 4 service review illustrating the Council considers the 
partnership to be performing well on all objectives except Risk 
(Council/Community) and Lifetime Cost, the partnership’s financial position 
therefore requires to be considered against the Council’s approved Risk 
Management Strategy. 
Whilst SFML’s profitability and turnover has reduced over recent years, no 
losses before tax are reported and net assets (reserves) of £0.700m 
currently exist. The company has successfully taken action over the last 1-2 
years to reduce direct costs and improve efficiency and, during 2014, this 
action resulted in a profit before tax of £0.105m.  
Despite advising of a break-even financial strategy during the year 4 service 
review, their 2015 budget now illustrates an anticipated profit of 
£0.321m. With the company also being reasonably successful in retaining 
existing business/contracts, the evidence suggests that whilst scope may 
exist to further reduce overhead costs, the company’s financial position is 
unlikely to result in SFML failing to deliver services to the Council within 12 
months.   
Impact; 1 
FCS primarily exists to: 

Develop/maintain/monitor the Council’s financial arrangements; 

 Ensure the proper administration of Council and associated 
company financial affairs; 

 Provide required ICT and Customer Services solutions to support 
front-line service delivery; 

 Provide an independent and objective internal audit assurance 
function; 

 Collect and pay over monies due to and from the Council 
Whilst it does provide these services to Council-owned companies and other 
external bodies, it no longer provides services directly to SFML. The Council 
is required however to include SFML year-end financial results into its 
Group Accounts, therefore, the potential failure of SFML would have only a 
minimal impact on FCS key service objectives. 

Current 
mitigation / 
Key Controls 
/ Procedures 

Effective financial governance of ALEO financial arrangements and 
processes are embedded in Financial Services procedures, which give early 
warning of any financial, operational or reputational risk to NLC. This 
includes regular review of SFML management accounts and strategic board 
papers, meetings with SFML Finance personnel, “open book” accounting, 
and briefings to senior managers/council representatives on the board. 
 
Appropriately qualified staff responsible for completing financial governance 
arrangements and for incorporating SFML year-end financial results into 
NLC Group accounts. 
 
Qualified accountant holds non-Executive Director role on SFML board 



 

Linked 
Document 

SFML Service Review and Evidence Pack 
SFML financial assurance workplan 

Further 
Action 
Required 

Continue to ensure existing governance procedures are applied and 
reviewed/ updated as required. 
 
Continue to report/ brief senior managers and council representatives 
appointed to the board of any potential risks (financial, operational, 
reputational) to NLC thereby enabling them to raise directly with SFML at 
board meetings 
 
Finalise the current debate between NLC and SFML in respect of overhead 
recharge entitlement & parent company guarantee 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Finance and Customer Services – Kathleen Shearer 

 
  



 
 

Risk Control Document - Finance and Customer Services 

Risk ID Saltire Facilities Management Limited/ 02 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category Financial 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 2 Residual: 2 

Probability  
 (1 -5) Impact 

Probability; 2 (10-30%) 
As detailed in Saltire Facilities Management Limited/ 01 above, whilst 
Council officers believe scope exists to reduce overhead charges, SFML’s 
financial position is unlikely to result in SFML failing to deliver services to the 
Council within 12 months.   

 no losses before tax reported 

 up to £0.700m of net assets (reserves) available 

 steps taken to reduce direct costs and improve efficiency during 2014 
resulted in a profit before tax of £0.105m 

 Anticipated 2015 profit of £0.321m now budgeted for; an improvement 
on the break-even strategy reported within the year 4 service review 

 
Impact; 1 
SFML failure will not impact FCS directly but has scope to result in minimal 
level financial loss to NLC. Potential “corporate-type” losses/costs could 
include: 

 One-off re-procurement costs, either of a replacement contractor/service 
provider or of a new joint venture partner. (£100K-represents  indicative 
external costs based upon costs incurred for previous tendering 
exercises) 

 No further receipt of dividend income. Whilst NLC does not budget for 
dividends, and none were declared for 2013 or 2014, the company has 
previously declared dividends, with NLC having received cumulative 
dividends totalling approx. £266k since 2010. 

 SFML balance sheet reserves include £350k of “Parent Company 
Guarantee (PCG)” security which NLC can call upon in the event of 
service delivery failure.  However, given this is not a legally 
binding/independent PCG, NLC’s call upon it may be no different to 
SFML’s other “creditors”; therefore NLC may have difficulty accessing 
this resource. 

 As FCS has an employee holding a non-executive Director posts on the 
SFML Board, legal costs of defending them against any personal 
liability, though considered unlikely, do have scope to arise in the event 
of company failure. 

Recognising a Council revenue budget of approx. £750m, these losses 
taken together equate to less than 1%, and therefore represent minimal 
losses to the Council 
 



 

Current 
mitigation / 
Key Controls 
/ Procedures 

Effective financial governance of ALEO financial arrangements and 
processes is embedded in Financial Services procedures, which give early 
warning of any financial, operational or reputational risk to NLC. This 
includes regular review of SFML management accounts and strategic board 
papers, meetings with SFML Finance personnel, “open book” accounting, 
and briefings to senior managers/council representatives on the board. 
 
Appropriately qualified staff responsible for completing financial governance 
arrangements and for incorporating SFML year-end financial results into 
NLC Group accounts. 
 
Qualified accountant holds non-Executive Director role on SFML board 

Linked 
Document 

SFML Service Review and Evidence Pack 
SFML financial assurance workplan 

Further 
Action 
Required 

Continue to ensure existing governance procedures are applied and 
reviewed/ updated as required. 
 
Continue to report/ brief senior managers and council representatives 
appointed to the board of any potential risks (financial, operational, 
reputational) to NLC thereby enabling them to raise directly with SFML at 
board meetings. 
 
Finalise the current debate between NLC and SFML in respect of overhead 
recharge entitlement, thereby creating scope for reduced overhead 
recharges in future years. 
 
Assess potential liability and associated legal costs of defending FCS 
employee and elected member presently holding non-executive Director 
roles on the SFML Board. 
 
Ensure adequate Liability insurance available to protect the personal liability 
obligations of individuals appointed by the Council as SFML non-executive 
Directors. 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Finance and Customer Services – Kathleen Shearer 

 
  



 
 

Risk Control Document - Finance and Customer Services 

Risk ID Saltire Facilities Management Limited/ 03 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category People 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 2 Residual: 2 

Probability  
 (1 -5) Impact 

Probability; 2 (10-30%) 
As detailed in Saltire Facilities Management Limited/ 01 above, whilst 
Council officers believe scope exists to reduce overhead charges, SFML’s 
financial position is unlikely to result in SFML failing to deliver services to the 
Council within 12 months.   

 no losses before tax reported 

 up to £0.700m of net assets (reserves) available 

 steps taken to reduce direct costs and improve efficiency during 2014 
resulted in a profit before tax of £0.105m 

 Anticipated 2015 profit of £0.321m now budgeted for; an improvement 
on the break-even strategy reported within the year 4 service review 

 
Impact; 1 – With the exception of the employee holding a non-executive 
Director role (and personal liability) on the SFML Board, there is no obvious 
harm or injury likely to affect FCS employees. There is scope for failure to 
increase the stress/worry levels of the non-executive Directors, but given the 
mitigation factors noted below, this is considered insignificant.  
 
 

Current 
mitigation / 
Key Controls 
/ Procedures 

With the exception of Corporate Health & Safety and Risk Assessment 
guidelines FCS does not have any service- specific procedures etc in place 
to minimise harm to its employees. As previously outlined in Saltire Facilities 
Management Limited/ 01 above, FCS mitigations tend to be finance related 
and are:  

 Effective financial governance of ALEO financial arrangements and 
processes is embedded in Financial Services procedures, which give 
early warning of any financial, operational or reputational risk to 
NLC. This includes regular review of SFML management accounts 
and strategic board papers, meetings with SFML Finance personnel, 
“open book” accounting, and briefings to senior managers/council 
representatives on the board. 

 Appropriately qualified staff responsible for completing financial 
governance arrangements and for incorporating SFML year-end 
financial results into NLC Group accounts. 

 Qualified accountant holds non-Executive Director role on SFML 
board 

Linked 
Document 

SFML Service Review and Evidence Pack 
Health & Safety Guidelines 
SFML financial assurance workplan 

Further 
Action 
Required 

Ensure relevant individuals have access to appropriate Counselling and 
Insurance services 
 
Ensure existing governance procedures are applied and reviewed/ updated 
as required 
 
Maintain existing reporting/ briefing arrangements regards senior managers 



 

and council representatives appointed to SFML, identifying any potential 
risks to them personally as Directors or to NLC as a shareholder. 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Finance and Customer Services – Kathleen Shearer 

 
  



 
 
 

Risk Control Document - Finance and Customer Services 

Risk ID Saltire Facilities Management Limited/ 04 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category Recovery 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 8 Residual: 8 

Probability  
 (1 -5) Impact 

Probability; 2 (10-30%) 
As detailed in Saltire Facilities Management Limited/ 01 above, whilst 
Council officers believe scope exists to reduce overhead charges, SFML’s 
financial position is unlikely to result in SFML failing to deliver services to the 
Council within 12 months.   

 no losses before tax reported 

 up to £0.700m of net assets (reserves) available 

 steps taken to reduce direct costs and improve efficiency during 2014 
resulted in a profit before tax of £0.105m 

 Anticipated 2015 profit of £0.321m now budgeted for; an improvement 
on the break-even strategy reported within the year 4 service review 

Impact; 4 –  
Though FCS does not provide services to SFML directly, its officers are 
required to ensure the proper administration of ALEO financial 
arrangements, and would therefore be required to support the retendering of 
alternative service delivery - and its associated ICT - arrangements.  There 
may also be support required in respect of pension impacts and LLP 
dissolution, which taken together and based upon previous tendering etc 
experience, would likely take recovery beyond one year.  
 

Current 
mitigation / 
Key Controls 
/ Procedures 

Existing financial governance arrangements provides early warning of any 
financial, operational or reputational risk to NLC, and thereby enables the 
Council to act quickly to either maintain or replace service delivery 
arrangements. 
 
Qualified accountant holds non-Executive Director role on SFML board 
 
Staff responsible for financial governance arrangements are also well 
experienced in preparing and evaluating the financial aspects of tenders. 

Linked 
Document 

SFML Service Review and Evidence Pack 
SFML financial assurance workplan 

Further 
Action 
Required 

Continue to ensure existing governance procedures are applied and 
reviewed/ updated as required. 
 
Continue to report/ brief senior managers and council representatives on the 
board of any potential risks to NLC. 
 
Develop a recovery plan which recognises information presently available 
within the Council regards alternative providers. 
 
Establish a corporate working group responsible for planning re-mobilisation 
of services to enable quick recovery in the event of failure. 

Review Dates Last review: June 2015 Next review: June 2016 



 

BC Plans Available 

Responsible 
Section / 
Officer 

 
Finance and Customer Services – Kathleen Shearer 
 

 
  



 

Risk Control Document - Finance and Customer Services 

Risk ID Saltire Facilities Management Limited/ 01 

Objective 
To identify and quantify risks in relation to a failure event within the 
Saltire Limited Liability Partnership (LLP) strategic partnership.  

Category Reputational 

Risk 
Description 

Joint Venture unable to deliver service 

Risk 
Rating(1-25) 

Initial: 8 Residual: 8 

Probability  
 (1 -5) Impact 

Probability; 2 (10-30%) 
As detailed in Saltire Facilities Management Limited/ 01 above, whilst 
Council officers believe scope exists to reduce overhead charges, SFML’s 
financial position is unlikely to result in SFML failing to deliver services to the 
Council within 12 months.   

 no losses before tax reported 

 up to £0.700m of net assets (reserves) available 

 steps taken to reduce direct costs and improve efficiency during 2014 
resulted in a profit before tax of £0.105m 

 Anticipated 2015 profit of £0.321m now budgeted for; an improvement 
on the break-even strategy reported within the year 4 service review  

 
Impact; 4. On the assumption that the financial position would cause the 
partnership failure, and FCS being key players in evaluating tenders and 
monitoring performance, an impact score of at least 3 seems appropriate. 
However, upon also considering the Council’s history of adverse media 
coverage, there is a greater likelihood of major adverse publicity arising, 
hence the score of 4.  

Current 
mitigation / 
Key Controls 
/ Procedures 

Existing financial governance arrangements provides early warning of any 
financial, operational or reputational risk to NLC, and thereby enables the 
Council to act quickly to maintain appropriate service delivery and minimise 
adverse media coverage. 
 
Qualified accountant holds non-Executive Director role on SFML board 
 
Appropriately qualified staff responsible for maintaining oversight of SFML 
financial governance arrangements  

Linked 
Document 

SFML Service Review and Evidence Pack 
SFML financial assurance workplan 

Further 
Action 
Required 

Ensure existing governance procedures are applied and reviewed/ updated 
as required. 
 
Continue to report/ brief senior managers and council representatives on the 
board of any potential risks to NLC. 
 
Establish a corporate working group responsible for planning re-mobilisation 
of services, thus making recovery quicker and minimising adverse media 
coverage 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Finance and Customer Services – Kathleen Shearer 

 
 



 

Risk Control Document – Housing & Social Work Services 

Risk ID Saltire Facilities Management Limited  / 01 

Objective 
To identify and quantify risks in relation to a failure event within the 
Joint Venture strategic partnership vehicle formed to deliver the 
Council’s Housing Gas Servicing repairs and maintenance service.  

Category Service Objectives 

Risk 
Description 

Joint Venture unable to provide service delivery 

Risk 
Rating(1-25) 

Initial: 10 Residual: 10 

Probability  
 (1 -5) Impact 

Initial Scoring:  Probability 2 / Impact 5 
 
Following the recent Saltire Strategic Partnership 4 Year Service Review 
report to Executive Director of 11 September 2014, which highlighted a 
difference in scoring matrix outcome, (ref. paragraphs 3.1 and 3.7, and 
linked document below), a decision was made to conduct a Risk Review 
exercise. 
 
As a result of this review and view of business performance, it is considered 
that there is a 10-30% probability of likely partnership failure occurring within 
12 months.  If the partnership failed there would be a catastrophic impact on 
the service objectives for Housing Property, resulting in an inability to 
function or to fulfil our legal landlord obligations. This provides an initial 
scoring of 10 within the Risk Matrix.   
 
The projected catastrophic impact is based on the following; 
 

 Scoring is based on the assumption that failure would be immediate. A 
managed exit plan may allow the impact to be mitigated to some extent. 

 Emergency and annual Landlord safety checks only would be carried 
out through Business Continuity Plan (BCP), with the additional 
expectation that emergency related calls would immediately increase, as 
customers seek to access restricted service options. 

  Other works which would require early attention include; 
o Essential boiler replacements  
o Smoke and Carbon Monoxide Detector alarms 
o Electrical heating works 

 Voids service may not be deemed essential however this would result in 
a significant backlog of void gas safety checks and repairs, causing a 
restriction on housing transfers by the resultant increase in average void 
re-let days and associated void rent loss costs.  

 Partnership failure would impact on the service’s capability to meet its 
Statutory Duties under the Gas Safety Regulation requirements and 
impact on data reporting for EESSH. 

 
The overall risk may reduce after mobilisation of approved contingency 
plans which could reduce the impact on service objectives from catastrophic 
to major.  However this may require additional resource and time to achieve 
maintaining the residual risk score at 10. 



 

Current 
mitigation / 
Key Controls 
/ Procedures 

It may prove difficult to mitigate the impact of failure, if immediate cessation 
of trade was to occur, as there is limited contractor availability in the market, 
currently, for a customised Social Housing gas servicing and repairs service 
for the largest social landlord in Scotland. 

 
There may be existing suppliers which could be utilised; however there is 
no guarantee that a sufficient labour force would be available or that the 
existing Saltire FM workforce could be transferred. 

Linked 
Document 

Saltire FM Service Review and Evidence Pack 
 
Saltire Strategic Partnership 4 Year Service Review report to Exec 
Director  

Further 
Action 
Required 

Create a Partnership Performance Plan for the joint venture to facilitate 
improvement 

 
A more detailed cessation action plan within the existing framework of the 
Housing BCP.  This BCP has recently been reviewed. 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Housing & Social Work Services - John Apperson 

 
  



 
 

Risk Control Document - Housing & Social Work Services 

Risk ID Saltire Facilities Management Limited  / 02 

Objective 
To identify and quantify risks in relation to a failure event within the 
Joint Venture strategic partnership vehicle formed to deliver the 
Council’s Housing Gas Servicing repairs and maintenance service. 

Category Financial 

Risk 
Description 

Joint Venture unable to provide service delivery 

Risk 
Rating(1-25) 

Initial: 2 Residual: 2 

Probability  
 (1 -5) Impact 

Scoring: Probability 2 / Impact 1 
 
As stated in Risk Control Document Saltire Facilities Management Limited 
/01, it is considered that there is a 10-30% probability of likely partnership 
failure occurring within 12 months.   
 
It is estimated that an insignificant financial loss would result in relation to 
the total council budget.  This would be due primarily to some short term 
procurement costs arising from interim procurement of alternative service 
providers and escalated emergency work costs.  Potentially there could also 
be increased void rent loss additional staffing costs. This provides an initial 
scoring of 2.   
 
Indicative additional costs could be incurred in the following areas; 
 

 An increase in void rent loss would occur due to delays in gas 
related void repairs.  ( as an indication for every 5% increase in 
current void rent loss levels an additional cost of circa £50K would 
be incurred) 

 For every 5 additional clerical staff required to help programme the 
annual servicing and emergency calls, this would equate to circa 
£125,000 per annum 

 New tendered rates would potentially increase 
 

This could result in a financial impact amounting to an insignificant amount 
of the overall Council budget, keeping the residual score at 2. 

Current 
mitigation / 
Key Controls 
/ Procedures 

 Mitigation of the financial impact would be limited based on current 
scenario and scale of reserves within the HRA  

 The Housing BCP may mitigate some of the additional costs noted 
above  

Linked 
Document 

Saltire FM Service Review and Evidence Pack 
 
Saltire Strategic Partnership 4 Year Service Review report to Exec 
Director 

Further 
Action 
Required 

Continue to monitor partnership performance at 4 weekly liaison meetings 
and action any recommendations from Board meetings. 
 

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Housing & Social Work Services - John Apperson 



 

Risk Control Document - Housing & Social Work Services 

Risk ID Saltire Facilities Management Limited  / 03 

Objective 
To identify and quantify risks in relation to a failure event within the 
Joint Venture strategic partnership vehicle formed to deliver the 
Council’s Housing Gas Servicing repairs and maintenance service. 

Category People 

Risk 
Description 

Joint Venture unable to provide service delivery 

Risk 
Rating(1-25) 

Initial: 10 Residual: 10 

Probability  
 (1 -5) Impact 

Scoring: Probability 2 / Impact 5 
 
A Partnership failure, either on an immediate basis or managed exit, may 
increase Health and Safety risks, particularly in the short term, due to the 
resultant inability to complete normal cyclical maintenance, together with the 
need to source multi service providers for property repairs. While it is 
anticipated that this risk would be reduced by increased management 
control and awareness, it is still considered that there is a likely probability 
that an impact on people may occur within 12 months. 
 
The scale of this impact on people could be major, involving major injury or 
major permanent harm. Resulting in an initial risk rating of 10. 
 
The risk may reduce, as recovery progresses to a moderate risk of medical 
treatment being required or semi-permanent harm, resulting in a residual 
score of 10. 

Current 
mitigation / 
Key Controls 
/ Procedures 

The implementation of the Housing BCP would mitigate the impact of 
Partnership failure, subject to the cessation type event. 
 
There would be a major impact on residents within NLC in relation to co-
ordination of the legally required servicing and repairs work that requires to 
be carried out. This would also contribute to increased risk of harm through; 

 Major incidents of loss of power, heating failure and provision of hot 
water 

 Emergency work 

 Gas safety 

 Electrical safety 

 Cyclical Maintenance 

 Failure of smoke and carbon monoxide alarm  
 
There would also be a major impact on the community workforce.  The 
partnership employs 90% of its staff from within North Lanarkshire.   

Linked 
Document 

Saltire FM Service Review and Evidence Pack 
 
Saltire Strategic Partnership 4 Year Service Review report to Exec 
Director 

Further 
Action 
Required 

Continual review of the Housing BCP may mitigate risks detailed above.  

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Housing & Social Work Services - John Apperson 



 

Risk Control Document - Housing & Social Work Services 

Risk ID Saltire Facilities Management Limited  / 04 

Objective 
To identify and quantify risks in relation to a failure event within the 
Joint Venture strategic partnership vehicle formed to deliver the 
Council’s Housing Gas Servicing repairs and maintenance service. 

Category Recovery 

Risk 
Description 

Joint Venture unable to provide service delivery 

Risk 
Rating(1-25) 

Initial: 10 Residual: 10 

Probability  
 (1 -5) Impact 

Scoring: Probability 2 / Impact 5 
 
As stated in Risk Control Document Saltire Facilities Management Limited 
/01, it is considered that there is a 10-30% probability of partnership failure 
occurring within 12 months.   
 
There would be a catastrophic impact on recovery which would take longer 
than 2 years to achieve pre-event performance. This view is based on 
recovery rates of councils who have experienced similar Partnership 
failures. This results in an initial risk rating of 10. 
 
Depending on the manner of the failure, and the effect of mitigating action 
taken, the risk could reduce to a major risk between 1-2 years to recover to 
a pre event position, providing a residual score of 10. 
 
The risk to recovery is considered high due to the following; 
 

 Management and operational difficulties experienced when dealing with 
the recovery situation, subject to the availability of spare labour capacity. 

 Recovery from service failure would need to link to NLC communication 
strategy. 

 No alternative framework of contractors is in place due to the nature and 
scale of the existing contract 

 Operationally, work would be broken up into smaller projects. 

Current 
mitigation / 
Key Controls 
/ Procedures 

Continual review of the Housing BCP may mitigate risks detailed above.  

Linked 
Document 

Saltire FM Service Review and Evidence Pack 
 
Saltire Strategic Partnership 4 Year Service Review report to Exec 
Director 

Further 
Action 
Required 

Continual review of the Housing BCP may mitigate risks detailed above.  

Review Dates Last review:  June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Housing & Social Work Services - John Apperson 

 
  



 

Risk Control Document - Housing & Social Work Services 

Risk ID Saltire Facilities Management Limited  / 05 

Objective 
To identify and quantify risks in relation to a failure event within the 
Joint Venture strategic partnership vehicle formed to deliver the 
Council’s Housing Gas Servicing repairs and maintenance service. 

Category Reputational 

Risk 
Description 

Joint Venture unable to provide service delivery 

Risk 
Rating(1-25) 

Initial: 10 Residual: 10 

Probability  
 (1 -5) Impact 

Scoring: Probability 2 / Impact 5 
 
Due to the issues highlighted earlier, there is a 10-30% probability of 
partnership failure occurring within 12 months.   
 
There would be a significant impact on North Lanarkshire Council, which 
would be highly damaging and result in a severe loss of public confidence, 
credibility and legislative risk, justifying an initial risk rating of 10.   
 
Furthermore, it is highly improbable that no short to medium term 
improvement in reputation could be anticipated; hence the residual risk 
rating would also be 10. 
 
These ratings are based on the following; 

 There would be a prolonged period of residual recovery and this would 
further damage reputation. 

 All benefits of the current coordinated service provision would be lost as 
no integrated ICT end to end repairs module would exist seriously 
impacting on service levels 

 Only emergency and servicing work could be processed for prolonged 
periods, subject to procurement developments. 

 It would be difficult to quantify the loss of public confidence and 
customer satisfaction, which has seen significant improvement in recent 
years. 

 Loss of Government confidence in the council’s ability to deliver a 
repairs service either directly or indirectly. 

 Media interest regarding the Service and community impact would be 
difficult to recover from. 

Current 
mitigation / 
Key Controls 
/ Procedures 

 Consideration of wider communications strategy and related failure 
scenarios needs to be fully assessed. 

 

Linked 
Document 

Saltire FM Service Review and Evidence Pack 
Saltire Strategic Partnership 4 Year Service Review report to Exec 
Director 

Further 
Action 
Required 

Continual review of the Housing BCP may mitigate risks detailed above.  

Review Dates Last review: June 2015 Next review: June 2016 

BC Plans Available 

Responsible 
Section / 
Officer 

Housing & Social Work Services - John Apperson 

 


