
ALEOs AND EXTERNAL BODIES MONITORING − 16 Februaiy 2017

Motherwell, 16 February 2017 at 10 am.

A Meeting of the ALEOs AND EXTERNAL BODIES MONITORING COMMITTEE

PRESENT

Councillor Wallace, Convener; Councillor A. McVey, Vice−Convener; Provost Robertson; Councillors Cefferty,
P. Hogg and McLaren.

CHAIR

Councillor Wallace (Convener) presided.

IN ATTENDANCE

The Head of Business for Enterprise and Place; Head of Environmental Assets; Head of Service, (Skills, Lifelong
Learning and Youth Employment), Projects and Communities; Head of Resource Solutions; Strategic Adviser
(External Organisations); Business Manager (Roads Operations); Property Services Manager; Employability
Services Team Leader; Corporate Development Manager, and Democratic Services Manager.

APOLOGIES

Councillors P. O'Rourke and Spowart.

DECLARATIONS OF INTEREST IN TERMS OF THE ETHICAL STANDARDS IN PUBLIC LIFE ETC.
(SCOTLAND) ACT 2000

Councillor Cefferty declared an interest in paragraph 8 by virtue of his appointment as a Director of
CultureNL and took no part in the consideration of that matter.

NORTH LANARKSHIRE LEISURE − PRESENTATION

2. Emma Walker, Acting Chief Executive of North Lanarkshire Leisure (NLL) provided a presentation to
the Committee detailing (1) the scope and breadth of activities undertaken by NLL; (2) the proportion
of income received by NLL from its management fee paid by the Council as part of its overall income,
thereby requiring the majority of the organisation's income to be obtained from other sources; (3) the
financial performance in the 12 month period since she had taken up the post of Acting Chief
Executive; (4) a summary of the activities offered by NLL to its customers as part of the changing
landscape in the face of increased competition from budget gyms; (5) the activities provided in terms
of NLL's Community Outreach remit; (6) investment undertaken in various sites, and (7) that, during
the previous 12 months, there had been an entire culture shift in the focus of the organisation.

Following questions from the Committee, the Convener thanked Emma Walker for her presentation

ROUTES TO WORK LIMITED: BREXIT IMPLICATIONS

3. In reference to paragraph 15 of the Minute of the meeting of this Committee held on 16 November
2016 at which Members had sought a further report regarding the effects of the removal of EU funding
paid to Routes to Work as an outcome of Brexit, there was submitted a report, dated 16 February
2017, by the Head of Education (Skills, Lifelong Learning and Youth Employment) outlining the
potential impact of the EU Referendum result on the funding allocated to Routes to Work Limited (1)
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advising that the Service Level Agreement with Routes to Work for EU funded programmes allocated
£2.494m to the company for 2016/17 and, of this allocation, 46% (E1.154m) was from the European
Social Fund; (2) intimating that overall income of £3.684m was expected by the company in 2016/17,
including funding from non−EU funded programmes such as the City Deal Working Matters Project,
the Employability Fund and the Single Work Programme with EU funding expected by the company to
constitute approximately 31% of its total income; (3) explaining that EU funding operates in six or
seven year cycles and that the current cycle ran from 2014−2020; (4) listing a number of income
streams secured by Routes to Work in the period up to 2019/20 as a result of EU funds; (5) advising
that, following the Referendum and concerns expressed regarding the monies allocated to the
2014−20 EU Programmes, the UK and Scottish Governments had stated that those projects under
contract by September 2016 would receive funding; (6) highlighting that the UK Government had
further stated that Article 50, triggering the process to leave the EU, would be invoked in March 2017
and, accordingly, the earliest possible date that the UK would leave the EU would be April 2019 and
that the current North Lanarkshire contract for the delivery of EU funding employability services runs
until December 2018; (7) highlighting that the UK Government has guaranteed allocations to the
Agricultural Sector under the common Agricultural Policy until 2020, even if the separation date from
the EU is earlier but that informal discussions with Scottish Government colleagues by officers have
indicated that it is considering putting in place the processes necessary to allocate the commitment of
the second phase of EU funds for the 2019−2020 allocations with a guarantee of funding until 2020,
and (8) providing a narrative on the potential funding available for employability services post EU
funding.

Decided:

(1) that the information provided on the implications of the EU Referendum result on Routes to
Work be noted, and

(2) that further information on the impact of Brexit on North Lanarkshire Employability
Programmes be included in the future monitoring reports regarding Routes to Work.

PERFORMANCE MONITORING REPORTS

(1) FUSION ASSETS LIMITED

4. There was submitted a report, dated 6 February 2017, by the Head of Enterprise and Place outlining
Fusion Assets' Operational Performance for Quarter three (1 September to 31 December 2016)
against the Council's key priorities and the company's approved activities and budget for financial
year 2016/17 (1) reminding the Committee that it had approved a range of targets at its meeting in
August 2016 which had been developed to allow the Council to ensure that Fusion Assets' service
delivery was consistent with its company objectives and the Council's priority outcomes; (2) providing
a narrative on operational performance; (3) informing of the financial performance of Fusion Assets for
the period; (4) providing information on a number of Service highlights during the period; (5) detailing
risk management arrangements and informing that Fusion Assets' Board had agreed that the
company would be interested in utilising the corporate risk management software and wider risk
management arrangements currently being rolled out corporately across North Lanarkshire Council
Services and that the Council's Risk and Insurance Team was in dialogue with Fusion Assets to
facilitate and support this, and (6) attaching, as Appendices to the report, a number of documents
supporting the information contained within the report.

Decided:

(1) that Fusion Assets' operational performance for Quarter three, along with the Service
highlights as described in the report, be noted, and

(2) that Fusion Assets' performance against its approved 2016/17 Revenue and Capital budgets
be noted.
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(2) N LEISURE LIMITED

5. There was submitted a report, dated 6 February 2017, by the Head of Resources outlining NL
Leisure's (NLL) performance in Quarter two (1 July to 30 September 2016) and to date against the
Council's key priorities and the charity's approved activities and budget for financial year 2016−17 (1)
reminding the Committee that it had approved a range of targets at its meeting in August 2016 which
had been developed to allow the Council to ensure that NLL's service delivery was consistent with its
charitable purposes and the Council's priority outcomes; (2) providing a narrative on operational
performance; (3) informing of the financial performance for NLL in 2016−17 and considerations with
regard to 2017−18; (4) outlining the risk management arrangements, and (5) attaching, as appendices
to the report, a number of documents supporting the information contained within the report.

Decided:

(1) that NL Leisure's operational performance for Quarter two, and the alignment of thesework−streams
and services with the Council's priority outcomes, be noted; and

(2) that NIL Leisure's performance against its approved 2016−17 revenue and capital budgets,
and the management action being taken to address the existing overspends, be noted.

(3) CULTURENL LIMITED

6. There was submitted a report, dated 8 February 2017, by the Head of Education (Skills and Youth
Employment) outlining Culture NL's, (CNL) 2016/17 performance for Quarter two (1 July to
30 September 2016) against the Council's key priorities and the charity's approved activities and
budget for financial year 2016−17 (1) reminding the Committee that it had approved a range of targets
at its meeting in August 2016 which had been developed to allow the Council to ensure CNL's service
delivery was consistent with its charitable purposes and the Council's priority outcomes; (2) providing
a narrative on operational performance; (3) detailing a number of service highlights; (4) summarising
the customer feedback which had been received in relation to CNL's service delivery; (5) informing of
the financial performance for CNL; (6) outlining the charity's risk management arrangements; (7)
explaining that in December 2016 CNL had requested Council approval to extend the Christmas
closure period for the Archive Service up to 16 January 2017 to permit better cataloguing and
maintenance work and that this request had been approved and, subsequently, a request had been
received from CNL to continue this arrangement in future years, if required, and (8) attaching, as
appendices to the report, a number of documents supporting the information contained within the
report.

Decided:

(1) that Culture NL's operational performance for Quarter two, and service highlights, in period
1 April to 30 September 2016, be noted;

(2) that it be noted that future quarterly performance reports would also include details of
customer feedback received by Culture NL through its "compliments, complaints and
comments procedure";

(3) that it be noted that officers from the Partnership Unit would liaise with Culture NL to develop
an approach to annual target setting from 2017/18 onwards to reflect seasonal fluctuations to
performance indicators where appropriate;

(4) that the decision by the Head of Education (Skills and Youth Employment) to extend the 2016
festive closure period of the Archive Service by one additional week be homologated, and it
be agreed that similar closures, for a period of one week at the beginning of January each
year, may be adopted as an annual procedure where required by Culture NL, and

(5) that Culture NL's performance against its approved 2016/17 revenue and capital budgets be
noted.
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PHASE I SERVICE REVIEW REPORTS

(1) AMEY PUBLIC SERVICES LLP

7. There was submitted a report, dated 20 January 2017, by the Head of Environmental Assets providing
the Committee with the findings of the recent Best Value Service Review into the Council's strategic
partnership with Amey Public Services LLP and requesting consideration and noting of the associated
recommendations in advance of the report being remitted to the Planning and Transportation
Committee (1) recalling that, in furtherance of its remit to review arms−length service delivery
arrangements, the Committee had approved its three year review programme in August 2016 which
would incorporate 11 individual reviews and Phase One of the review would comprise three separate
reviews, including Amey Public Services LLP; (2) providing the background, context and history of the
formation of the strategic partnership, Amey Public Services (APS) LLP, which is jointly owned with
Amey LG Limited which owns a 67% shareholding and the Council owning the remaining 33%; (3)
detailing the review process undertaken and noting that, although a series of events and restructures
significantly delayed the output of a year four service review, the next review scheduled at year eight
is fully aligned with the corporate review process approved by the Transformation Committee in
September 2016 and was scheduled to commence around April 2018; (4) providing a narrative on the
governance and partnership structure of APS; (5) reporting on performance of the strategic
partnership and noting that a new Management Team has been tasked with importing better business
models to address the changing nature of the business and that, with a view to addressing this, the
new team had introduced a transformation plan entitled "Transforming Amey Public Services" (TAPS)
which aimed to bring improvements from other parts of the Amey business to the APS contract,
thereby driving the necessary efficiencies and innovation; (6) providing a summary of operational
performance, including that North Lanarkshire Council had achieved an APSE finalist award for "most
improved performing roads, highways and winter maintenance" in 2015 although noting that APSE
information indicated that a number of APSE contract performance targets were significantly higher
than the industry standard performance and, in certain areas, whilst APSE contract performance had
not been achieved, the service being delivered by the LLP was at levels higher than national average
standards; (7) analysing the financial performance of the strategic partnership noting that details of
the financial strategy had been reported to Committee in November 2016 and that this strategy was
largely based on the expectation of annual inflationary uplifts or indexation gains increasing the
initially low schedule of rates prices to levels which generated increased profit margins and that, as at
31 December 2015, this assumption had resulted in indexation gains totalling £4.73m being accrued
within APS accounts, which masked a true underlying accumulative loss of £5.68m needing to be
supported by a parent company loan; (8) informing the Committee that Council Officers had believed
that the valuation of Work In Progress (WIP) in APS accounts had been overstated, which in effect
materially understated the losses reported within the draft 2015 annual accounts and officers had
therefore sought a review of the WIP valuation which had ultimately resulted in a significant write−off
of £5.9m within the 2015 accounts and, upon recognising this accounting adjustment as detailed in
table one of the report, the partnership currently had cumulative negative net assets of £6.9m as at
31 December 2015; (9) providing a narrative on staff related matters for the business; (10) advising
that, in recognising that the service review initially commenced in 2014/15 when a pattern of annual
losses was beginning to emerge, Council Officers had completed the risk review to assess the
impact − given the current financial standing of the business at the time − of APS defaulting on its
service delivery and the impact this could have on the Council's finances, service delivery obligations
and reputation; (11) listing the various options which had arisen out of the review and were
subsequently appraised for consideration and that, accordingly, only two options had been assessed
for appropriateness against agreed specific goals and that these two options were (a) maintain
business continuity by working with APS LLP to identify opportunities for the business to establish a
stable financial position, and (b) terminate the contract and re−tender the works; (12) detailing the
review recommendations and reporting that the service review clearly illustrated the need for the new
APS Management Team to improve both operational and financial performance with the TAPS Plan
now required to identify the improvements, innovations and efficiencies necessary to achieve this, and
(13) detailing the challenge and scrutiny processes which had been undertaken as part of the review.

During consideration of the report some members of the Committee expressed their concern in
relation to the performance of the Strategic Partnership.
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Decided:

(1) that the findings, options and recommendations considered during the Council's Best Value
Service Review into a Strategic Partnership agreement with Amey Public Service LLP be
noted, and

(2) that this report be remitted for decision making to the Planning and Transportation
Committee.

Prior to consideration of the following item of business, Councillor Cefferty, as a consequence of his
appointment as a Director of Culture NIL declared an interest and took no part in the determination of
this item.

(2) CULTIJRENL LIMITED

8. There was submitted a report, dated 8 February 2017, by the Strategic Advisor (External
Organisations) providing the findings of the recent service review into the Council's delivery of arts,
cultural, community facilities, catering, entertainment, libraries, museums and heritage services
through its arms−length company Culture NL Limited (CNL) and requesting consideration and noting
of the associated recommendations in advance of the report being remitted to the Policy and
Resources Committee (1) noting that, in furtherance to its remit to review arms−length service delivery
arrangements, the Committee had approved its three year review programme at its meeting in
August 2016 and had further agreed that it would carry out 11 individual reviews in four distinct
phases and that phase one of the Review Programme would comprise three separate reviews to
include CNL; (2) providing a background and narrative on the context and history of CNL; (3) outlining
the review process undertaken and noting that, overall, CNL's assessment was extremely positive
and achieved the Council's objectives, that it had robust governance arrangements in place and
performance and service delivery were operating at satisfactory levels with strong ambitions from the
Board of Directors for further continuous improvement; (4) providing information on the company
objectives and business plan and recalling that CNL's second business plan, covering the
period 2016−19, had been considered by this Committee at its meeting in May 2016 and that an
annual review had been undertaken by CNL's Board to assess delivery against strategic, financial
and service delivery objectives and the Business Plan had been updated accordingly to reflect any
developments, changing customer requirements and relevant national strategies; (5) explaining that,
whilst both the 2013−16 and 2016−19 business plans demonstrated that the Council's initial
expectations in transferring management and operational responsibility for Culture and associated
services to CNL were clearly being met, the opportunity now existed for the Council to explore with
CNL how further strengthened collaborative strategic planning, engagement and reporting could be
developed; (6) explaining that CNL makes a significant contribution to the priority outcomes in the
Council's Business Plan but that there was a requirement to ensure that the impact, benefits and
outcomes of services provided were captured and reflected within the Council's wider improvement
planning activity; (7) detailing CNL compliance with Service Agreements that were in place with the
Council which required CNL to report performance against its charitable objectives and outcomes: (8)
advising that, in 2015, the Council had requested that CNL assume responsibility for commercial
letting and property management of the office and business accommodation located within the newly
built Muirfield Community Enterprise Centre, and, given the charity's existing responsibilities for the
former Community Centre previously located on the site, the Council had agreed to under−write any
shortfall, up to the level of projected annual losses and via an adjustment to CNL's management fee,
for the first three years and to review this arrangement thereafter; (9) intimating that Phase Two of the
arms−length bodies review schedule would focus on the Council's commercial property, inward
investment and regeneration activity and recommending that the above Letting and Property
Management arrangements for the commercial business premises within the Muirfield Community
Enterprise Centre were also to be included in that review; (10) providing a detailed analysis of the
governance arrangements for CNL, although the existing Phase One reviews, coupled with wider
activity in the Partnership Unit, had identified an opportunity to strengthen monitoring arrangements
by providing greater clarity and distinction for arms−length bodies on the Council's monitoring roles;
(11) advising that CNL Directors had all commented positively that the Board structure and operating
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arrangements were effective in the role and contribution of the independent, employee and trade
union directors in bringing forward their own expertise and specialisms, although it was recognised
that the appointment of Partner Directors was a political process and that the Council may wish to
consider a wider review of how it appoints and supports, for example, through the provision of training
and briefings, elected members who serve on the Boards of External Bodies and Organisations; (12)
reporting on service delivery by CNL and informing that the Review had identified a small number of
areas where overlaps with other arms−length organisations and Council Services existed and
proposing that the Council should address these overlaps as part of its future delivery options
considerations; (13) analysing the operational performance of CNL and providing detailed analysis
against data obtained from other authorities in relation to customer satisfaction and cost per visits to
libraries, galleries and museums; (14) identifying that there was an opportunity to further develop the
existing engagement that CNL has in benchmarking family group activity and to draw on wider
information available from the Improvement Service to identify any further potential to reduce service
delivery costs; (15) providing a narrative on engagement with, and reporting on feedback obtained
from, customers; (16) reporting on engagement undertaken by CNL with its staff; (17) listing the
recommendations arising out of the service review; (18) reporting on the service delivery options
which had been considered for continued appraisal and reporting that the review identified that, to
enable the Council to make a fully informed decision regarding the future delivery of sport, leisure and
cultural services, more detailed stakeholder engagement, financial appraisal and due diligence was
therefore recommended, and (19) outlining the challenge and scrutiny process included within the
review process.

Decided:

(1) that the findings and options identified during the Council's Service Review of its arms−length
service delivery arrangements with Culture NL Limited be noted;

(2) that the review recommendations outlined in the report be noted, and

(3) that this report be remitted for decision making to a future meeting of the Policy and
Resources Committee.

(3) NL LEISURE LIMITED

There was submitted a report, dated 6 February 2017, by the Strategic Advisor (External
Organisations) providing the Committee with the findings of the recent review into the Council's
delivery of Sport and Leisure Services through its arms−length company NL Leisure Limited (NLL) and
requesting consideration and noting of the associated recommendations in advance of the report
being remitted to the Policy and Resources Commitee (1) recalling that, in furtherance to its remit to
review arms−length service delivery arrangements, this Committee had approved a three year review
programme at its meeting in August 2016 which would see the Council complete 11 individual reviews
during the period 2016/17 to 2018/19 and that phase one of the review programme would comprise
three separate reviews to incorporate NLL; (2) providing information on the background to NLL, the
context, company formation and its objectives including that, in creating the wholly owned subsidiary
in 2006, the Council had sought to secure tax efficiencies, improve access to external funding,
improve the health of residents and conditions of life and, by providing freedom for the company to
operate more commercially, sought to ultimately increase investment in the quality and quantity of
services delivered to North Lanarkshire residents and visitors; (3) explaining that the services and
undertakings provided by NLL on behalf of the Council were set out in its 2011−2021 Partnership
Agreement and Funding Agreement and that, in return for managing and maintaining the leisure
facilities specified within these agreements on behalf of the Council, the charity would receive a
management fee from the Council which in the financial year 2015−16 totalled £12.091m and in
2016−17 £9.020m; (4) outlining the review process undertaken; (5) detailing the review findings in
relation to specific areas of the charitable objectives, strategic direction, governance, financial
performance, customer engagement and satisfaction, and staff related matters; (6) advising that
feedback received from initial stakeholder engagement confirms that the board structure brings a
good mix of skills and experiences to the charity's decision making processes, although both Partner
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and Independent Directors advised that the charity's recruitment and retirement clauses, in particular,
should be reviewed to obtain consistency of appointment duration and capacity and also to ensure
that all Directors met the minimum levels of skills which would be determined going forward by the
ALEO Partnership Unit; (7) highlighting that NLL had contributed around £3.5m accumulatively
towards the Council's budget savings in recent years, enabling the Council to reduce its management
fee to NLL over the same period by around 20%; (8) listing the recommendations arising out of the
review; (9) detailing the options which had been assessed as part of the review and those which had
been appraised and informing that this options appraisal work had determined that the Council should
examine all aspects of options 6 − create a new company to operate sporting, leisure and cultural
services − and 7 − merge Culture NL and NLL into a single charitable delivery vehicle − and that to
enable the Council to make a fully informed decision regarding the future delivery of sport, leisure and
cultural services, more detailed stakeholder engagement, financial appraisal and due diligence was
therefore recommended, and (10) outlining the challenge and scrutiny processes in place during the
review process.

Decided:

(1) that the findings and options identified during the Council's service review of its arms−length
service delivery arrangements with NL Leisure Limited be noted, and

(2) that this report be remitted for decision making to a future meeting of the Policy and
Resources Committee.

APPOINTMENT OF INDEPENDENT DIRECTORS OF NORTH LANARKSHIRE LEISURE LIMITED

10. There was submitted a report, dated 8 February 2017, by the Head of Resource Solutions seeking
approval from Committee for the appointment of Kathleen McLoughlin as an Independent Director of
North Lanarkshire Leisure Limited (NLL); (1) advising that NLL had two categories of Director with the
first category being Partner Director and relating to those elected members appointed by the Council
and the second category being Independent Director which, although ultimately appointed by the
Council, comes through a recommendation from the Nominations Committee of NLL; (2) indicating
that Independent Directors are appointed on the basis of their being a representative of the local
community or other stakeholders and/or having skills and experience which would allow them to make
a substantial contribution to the work of the Board of Directors; (3) outlining the recruitment process
which had been undertaken to identify an Independent Director, and (4) informing that, following
consideration of suitable candidates by the Interview Panel and a recommendation from the Board of
Directors, Kathleen McLoughlin had been assessed as a suitable candidate during the recent
recruitment process and that NLL was now recommending that she be appointed to the remaining
Independent Director vacancy within NLL.

Decided: that the Policy and Resources Committee be recommended, on the basis of the
request received from North Lanarkshire Leisure Limited, to approve the appointment
of Kathleen McLoughlin as an Independent Director of North Lanarkshire Leisure.
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