
AUDIT AND SCRUTINY PANEL − 20 July 2017

Motherwell, 20 July 2017 at 2 pm.

A Meeting of the AUDIT AND SCRUTINY PANEL

PRESENT

Councillor Gallacher, Convener; Councillors Burrows, Graham, Hogg, Hume and McKendrick.

CHAIR

Councillor Gallacher (Convener) presided.

IN ATTENDANCE

Janice Hewitt, Chief Accountable Officer, Health and Social Care Integration; Paul Hughes, Head of Business for
Financial Solutions; Brian Cook, Head of Revenue and E−Government Solutions; Linda Johnston, Business
Transformation Manager; Susan Lawrie, Business Development Co−ordinator; Paula Hendry, Principal Auditor,
and Cohn Philip, Committee Services Manager.

ALSO IN ATTENDANCE

Brian Howarth, Assistant Director Audit Services and Carole Grant, Senior Audit Manager, Audit Scotland.

APOLOGIES

Councillors Stevenson and Barclay and Ken Adamson, Head of Audit and Inspection.

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

There were no declarations of interest.

EXTERNAL AUDIT − INTERIM AUDIT REPORT 2016−17

There was submitted a report by the Head of Audit and Inspection, presenting to Members the audit
output produced by the Council's appointed external auditors, Audit Scotland, since the last meeting
of the Panel in respect of the audit for the Council for the year ending 31 March 2017 (1) advising that
the Accounts Commission had appointed Audit Scotland as the Council's appointed external auditor
for the five year period from 2016/17: (2) indicating that the areas to be examined, and expected
outputs to be produced by the Council's external auditors, would be outlined each year in their annual
planning document, and (3) informing that a copy of the external auditors' Interim Audit Report was
attached to the report and that the report contained an action plan, which included audit
recommendations and responses including planned action that had been agreed by management.

Paula Hendry introduced Carole Grant of Audit Scotland, who spoke to the report and answered
Members' questions.

Thereafter the Panel agreed (1) that an update on the Council's IT security work undertaken by the
External Auditor would be submitted to the next meeting of the Panel as well as information regarding
Internal and External Audit's proposed work on business continuity during 2017/18; (2) that, following
additional work to be undertaken by the External Auditor, conclusions on all five points, mentioned
within Exhibit 2 of the External Audit Interim Report 2016/17, would be reported back to a future
meeting of the Panel, and (3) that the report be otherwise noted.
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INTERNAL AUDIT ANNUAL PLAN 2017−18

There was submitted a report by the Head of Audit and Inspection (1) reminding the Panel that
Internal Audit was an independent and objective assurance function, whose work was designed to
evaluate and improve the effectiveness of the Council's risk management, control and governance
processes; (2) indicating that the Internal Audit Plan 2017/18 had been prepared in accordance with
well established planning methodology; (3) advising (a) that, while the Council's risk management
arrangements continued to improve, they were not significantly mature and embedded to enable
Internal Audit to align the audit planning entirely with management's assessment of the risks facing
the Council, although careful consideration had been given to the key corporate risks identified by
senior management, and (b) that Internal Audit would look to more closely align the planning with the
corporate risk management processes from 2018/19 onwards, subject to the successful
implementation of planned improvements in the Council's risk management arrangements; (4)
informing that the Head of Audit and Inspection had considered the level of resources, experience and
skills available to Internal Audit and, although the section's staffing complement had reduced by
1.OFTE with effect from 1 April 2017, he was satisfied that the resources available were adequate for
the function to carry out its role effectively; (5) highlighting to Members (a) that Internal Audit would
continue to work closely with the Council's External Auditors to ensure that audit activities were
properly co−ordinated to minimise any duplication of work, and that the External Auditors would be
able to continue to place reliance on Internal Audit's work, and (b) that Internal Audit would also seek
to ensure that reliance was placed upon alternative sources of assurance; (6) intimating (a) that, from
1 April 2017, Internal Audit had also been given management responsibility for the Council's risk
management arrangements and, although a potential conflict of interest could be seen as
compromising independence when Internal Audit was reviewing the Council's Risk Management
arrangements, the Head of Audit and Inspection had considered that this risk could be effectively
managed; (b) that appropriate arrangements had been put in place to ensure that the Panel could
have confidence in the independence and robustness of future Internal Audit reviews of the Risk
Management function, and (c) the Panel would be informed, in due course, when such arrangements
were finalised; (7) detailing, within the report, mechanisms used by Internal Audit for reporting the
Audit, and (8) setting out the main areas of the Annual Plan for 2017/18, with the Internal Audit
Strategy 2015/16−2017/18 previously approved and attached as Appendix 1t the report, and with the
proposed programme of works, highlighted at Appendix 2 to the report.

Paula Hendry spoke to the report and, following a request from Councillor Hume, she indicated that
the Head of Audit and Inspection would report, at each Panel meeting, implementation of the plan and
any impacts of the reduction of 1 .OFTE within the Internal Audit section on planned activity and/or the
function's effectiveness.

Thereon Paula Hendry and Paul Hughes answered Members' questions and, thereafter, the Panel
agreed:−

(1) that the approach adopted to produce the 2017−18 Internal Audit Annual Plan be noted;

(2) that the detailed list of proposed Internal Audit assignments for the 2017−18 Plan, as set out
within Appendix 2 to the report, be approved; and

(3) that the report be otherwise noted.

INTERNAL AUDIT PROGRESS REPORT

There was submitted a report by the Head of Audit and Inspection (1) detailing the various Internal
Audit reviews undertaken since the last meeting, in accordance with the Annual Plan previously
approved by the Panel; (2) showing the "RAG" status of each review; (3) summarising the findings of
the Internal Audit assignments completed since the last meeting of the Panel, as detailed within
Appendix 1 to the report; (4) setting out, within Appendix 2 to the report, the detailed definitions of the
categories used by Internal Audit when making recommendations, when providing an Audit opinion,
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and on the extent of assurance being provided in those systems or areas of Council operations
examined by Internal Audit; (5) advising that, during the period, work had been undertaken in relation
to a number of fraud and/or irregularity investigations, as part of Audit's role as laid out in the
Council's Corporate Anti−Fraud Policy and that Audit continued to be actively involved in a number of
Corporate Working Groups; (6) containing his observations on the completed Internal Audit work, and,
in particular, with regard to Risk Management, which now fell within Internal Audit's area of
responsibility; (7) indicating that any such future audit exercises with regard to Risk Management
would be led by the Internal Audit Principal Auditor who had no responsibility or involvement in Risk
Management matters, with the Head of Audit and Inspection taking no part in any future work,
including the preparation of the audit report, (8) highlighting a number of issues in respect of the
creation and subsequent activities of two companies associated with North Lanarkshire Leisure (NLL),
with recommendations being made in this regard to Council Management, and (9) intimating that the
future follow−up reports would provide the Panel with information on the implementation, or otherwise,
of all proposed management actions advanced by management in response to individual audit
recommendations categorised as "Red" or "Amber".

Paula Hendry spoke to the report, and both she and Paul Hughes answered Members' questions.

Thereon, Janice Hewitt intimated that the Corporate Management Team would include Project
Management as a standing item on its agenda. Thereafter, the Panel agreed that the report be
otherwise noted.

ACCOUNTS COMMISSION REPORT: PERFORMANCE AND CHALLENGES 2017

5. There was submitted a report by the Head of Audit and Inspection, regarding the Accounts
Commission report "Performance and Challenges 2017" published in March 2017, and providing an
overview of issues raised in the report to allow management to report how these issues were being
addressed by the Council (1) advising that the Accounts Commission report contained a series of
recommendations for Councils across a wide range of issues, including recommendations in relation
to strategic and business planning, financial planning and financial sustainability, workforce planning,
the use of option appraisal, the use of public engagement and consultation, enabling and supporting
Councillors in their role and public performance reporting; (2) detailing, within the report, key
messages identified in the report with regard to the challenge for Councils, how Councils were
responding, and the way ahead; (3) highlighting, within the report, a number of recommendations for
Councils, with detailed management responses to each of the report recommendations highlighted
within Appendix 1 to the report, and (4) intimating, within the report, the management response.

Paula Hendry spoke to the report, and thereafter the Panel agreed that the report be noted.

IMPLEMENTATION OF ACTIONS PREVIOUSLY AGREED BY MANAGEMENT IN RESPONSE TO
INTERNAL AUDIT AND EXTERNAL AUDIT RECOMMENDATIONS

6. With reference to paragraph 3 of the Minute of the meeting of the Audit and Governance Panel held
on 15 February 2017, there was submitted a report by the Head of Audit and Inspection (1) referring
to the actions previously committed for implementation by management, in response to the Internal
and External Audit Reports; (2) intimating that each Internal and External Audit Report contained an
Action Plan, in which management had committed to progress specific actions by a stated timescale
in response to the Audit recommendations; (3) indicating that, with regard to the previously agreed
Internal Audit recommendations, 22 out of the agreed 45 as at end of March 2017 had been fully
implemented, with 23 partially implemented; (4) advising that out of 58 planned actions, in response to
recommendations made by External Audit for the period 2014−15 and 2015−16, 44 had been
implemented, 9 partially implemented, 3 were not yet due, and 2 were no longer relevant, and (5)
attaching as Appendix 2 to the report, a detailed narrative in respect of those actions deemed to be
"not yet complete".

111



AUDIT AND SCRUTINY PANEL − 20 July 2017

Paula Hendry spoke to the report.

Councillor Hume indicated his concerns over the current format of this report and the use of 'partially
implemented' and revised implementation dates, and indicated he will discuss potential improvements
with officers.

Brian Cook and Brian Howarth answered Members' questions, following which, the Panel agreed that
the report be noted.

ANTI − FRAUD POLICY ANNUAL REPORT

7. There was submitted a report by the Head of Audit and Inspection providing an overview to key
stakeholders on the Council's Performance on Anti−Fraud during 2016−2017 in line with recognised
good practice (1) advising that the Council was committed to minimising the risk of loss due to fraud,
theft and corruption, and had developed well established corporate policies and associated guidance
which set out the Council's approach and operational processes with regard to fraud, and included a
Corporate Anti−Fraud Policy and Response Plan and a range of other relevant policies and codes
which sought to outline the expected standards of employee behaviour and ensure that all staff were
aware of the importance of preventing and detecting fraud, and (2) detailing, within the report, the
overview of management actions in relation to fraud in 2016−2017 and a high level overview of fraud
issues in 2016−17.

Paula Hendry spoke to the report and the Panel agreed that the report be noted.

AUDIT SCOTLAND REPORT − HOUSING BENEFIT PERFORMANCE AUDIT

There was submitted a report by the Head of Revenue and Efficient Government Solutions (1)
informing that the report summarised the report by Audit Scotland relating to their audit work on
Housing Benefit (HB) performance across Scotland conducted during 2016/17; (2) advising (a) that
the main objective of the Benefit Performance Audit was to help councils improve their benefit
services, although it also held councils to account for any failure in services, and (b) that during
2016/17 Audit Scotland had identified a number of weaknesses which were highlighted within
Appendix 1 to the report, along with a commentary in respect of the position within North Lanarkshire
Council; (3) highlighting the position to date, with regard to welfare reform, and (4) indicating that,
overall, Audit Scotland concluded that where benefit services were well managed they could deliver
value for money and high quality services for claimants.

Brian Cook spoke to the report and, thereafter, the Panel agreed that the report be noted.

NEW APPROACH TO AUDITING − BEST VALUE

9. There was submitted a report by the Business Transformation Manager updating members on the
new national approach to auditing Best Value, which included an assessment each year of aspects of
Best Value as part of an integrated annual audit and a public Best Value Assurance Report (BVAR)
for each Council at least once in a five year period (1) advising that North Lanarkshire Council had not
been selected for year one in 2016/17 or year two in 2017/18 for the BVAR process, with year three
Councils expected to be identified in February 2018; (2) informing that, given the scale of the changes
experienced across the Council in the last 18 months and the complexities of the challenges currently
being addressed, the Corporate Management Team had agreed it would be prudent for the Council to
undertake a self evaluation exercise against the ten Best Value characteristics, which would provide a
baseline that enabled areas for improvement to be identified, and (3) indicating that the self evaluation
exercise would not be a lengthy or resource intensive task, as much of the work had already been
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completed to assess the document progress over the last 12 to 18 months. This would collate all
existing relevant information and present the Corporate Management Team with an overview of
findings to enable informed discussion and decisions.

Susan Lawrie spoke to the report, and Janice Hewitt and Brian Howarth, Audit Scotland answered
Members' questions.

Thereon, Janice Hewitt agreed to submit a further report on the results of North Lanarkshire Council's
self evaluation exercise to a future meeting of the Panel. Thereafter, the Panel agreed that the report
be noted.
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