
SPECIAL AUDIT AND SCRUTINY PANEL − 27 September 2017

Motherwell, 27 September 2017 at 2 pm.

A Special Meeting of the AUDIT AND SCRUTINY PANEL

PRESENT

Councillor Gallacher, Convener; Councillor Stevenson, Vice−Convener; Councillors Barclay, Burrows,
Graham, Hogg and Hume.

CHAIR

Councillor Gallacher (Convener) presided.

IN ATTENDANCE

Des Murray, Assistant Chief Executive (Enterprise and Housing Resources); Paul Hughes, Head of Business for
Financial Solutions; Ken Adamson, Head of Audit and Inspection; Linda Johnston, Business Transformation
Manager; Darren McDowaIl, Accountant; Susan Lawrie, Business Development Co−ordinator; Paula Hendry,
Principal Auditor, and Lesley Dysart, Administrative Officer (Civic and Governance Services).

ALSO IN ATTENDANCE

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

APOLOGY

Councillor McKendrick.

CONVENER'S REMARKS

Councillor Gallacher thanked Ken Adamson and Linda Johnston for the training sessions which had been
recently organised for Elected Members, which those attending had found extremely useful, and encouraged
those who had been unable to attend to contact relevant officers for one to one sessions.

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

There were no declarations of interest.

ANNUAL ACCOUNTS 2016/17 − EXTERNAL AUDIT REPORT

2. There was submitted a report by the Head of Business for Financial Solutions (1) reminding the Panel
that the External Auditors appointed to local authorities by the Accounts Commission were required to
carry out an Audit of Financial Statements in accordance with International Standards on Auditing; (2)
explaining that, under International Standards on Auditing, External Auditors were required to
communicate matters relevant to their Audit of Financial Statements to those charged with
governance; (3) detailing the objectives of the External Auditors; (4) advising (a) that the audit for
2016/17 had now been completed by Audit Scotland, with the final version of the accounts attached to
the report, and (b) that following consideration of the accounts, a copy of the final accounts signed by
Audit Scotland and officers of the Council would be submitted to Audit Scotland, and (5) attaching, as
the Appendix to the report, the Council's annual accounts for 2016/17.
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Paul Hughes spoke to the report and informed the Panel that the annual accounts for 2016/17, as
appended to the report, were available for signature. Thereafter, the Panel agreed that the report be
noted.

ANNUAL ACCOUNTS 2016/17 − LETTER OF REPRESENTATION

3. There was submitted a report by the Head of Business for Financial Solutions (1) informing that, prior
to completion of the 2016/17 Audit of Accounts, the External Auditor required a letter from the Council
confirming that it believed that it had fulfilled its responsibility for the preparation of the financial
statements and Charitable Trust and Educational Trust Accounts including the judgements and
estimates made in their preparation; (2) indicating that the Letter of Representation confirmed that the
Accounts were free from material mis−statement; (3) advising (a) that the External Auditors had,
during the course of the Audit, highlighted a number of mis−statements within the Council's Financial
Statements, some of which had been adjusted whilst others had remained unadjusted due to
materiality, and (b) that a list of items that had arisen relating to the Council's Accounts and the
Charitable Trust and Education Trust Accounts were contained within the External Audit Annual Audit
Report which formed part of this meeting's agenda, and (4) attaching, as Appendices to the report,
copies of the Letter of Representation for (a) North Lanarkshire Council Annual Accounts 2016/17,
and (b) North Lanarkshire Council Charitable Trusts and Educational Endowments Annual Accounts
2016/17 which the Head of Business for Financial Solutions had prepared for the External Auditors.

Paul Hughes spoke to the report, and the Letter of Representation for the (1) North Lanarkshire
Council Annual Accounts 2016/17, and (2) North Lanarkshire Council Charitable Trusts and
Educational Endowments Annual Accounts 2016/17, and confirmed that he had passed signed copies
of the Letters to the External Auditors. Thereafter, the Panel noted the Letters of Representation
provided to Audit Scotland.

AUDIT SCOTLAND REPORT TO THOSE CHARGED WITH GOVERNANCE ON THE 2016/17
AUDIT − NORTH LANARKSHIRE COUNCIL AND NORTH LANARKSHIRE COUNCIL CHARITABLE
TRUSTS AND EDUCATIONAL ENDOWMENTS

4. There was submitted a report by the Head of Business for Financial Solutions (1) informing that the
External Auditor's report was presented to allow Members of the Audit and Scrutiny Panel to consider
the External Auditors' comments on specific matters arising from their audit of the Financial
Statements for both the Council, and the Charitable Trusts and Educational Endowments
administered by the Council; (2) detailing within the appendices to the report, the Audit Scotland
Reports on Those Charged With Governance in the 2016/17 Audit − (a) North Lanarkshire Council,
and (b) North Lanarkshire Council Charitable Trust and Educational Endowments, and (3) inviting the
External Auditors to speak to their report.

Brian Howarth, Audit Scotland spoke to the report, and the appendices to the report, and specified
some areas where Audit Scotland required additional information with regard to the financial
statements for both the Council and the Charitable Trusts and Educational Endowments administered
by the Council.

Paul Hughes advised that he had no issues or concerns and, thereafter, the Panel agreed that the
report be noted.

EXTERNAL AUDIT: ANNUAL AUDIT REPORT 2016−17

There was submitted a report by the Head of Audit and Inspection (1) reminding Members that the
External Auditor was required, as part of the Audit process, to annually prepare a report for Members
and the Controller of Audit summarising the audit work completed, and presenting the main findings
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arising from that Audit; (2) providing the Panel with this report, which represented the first Annual
Report to be received from Audit Scotland, as part of its five year term as the Council's appointed
External Auditor, which covered the financial year 2016−17; (3) advising that the report had been
discussed and agreed with Senior Management, and incorporated an Action Plan with planned
management actions as highlighted within Appendix 1 to the report; (4) intimating that, after
consideration by the Panel, the report would subsequently be presented to the Council; (5) indicating
that, although a small number of issues had been highlighted by the External Auditor where scope for
further improvement existed, overall, the report was considered by Management to be generally
positive in tone, with no significant weaknesses identified in financial systems or financial controls; (6)
attaching, as the Appendix to the report, the External Auditor's Annual Report for 2016−17, including
the Action Plan which contained a number of audit recommendations and management responses
including planned actions, responsible officers and timescales relating to a range of accounting and
governance issues, and (7) informing that progress in implementing agreed actions would be
monitored by Internal Audit and reported to future meetings of the Panel.

Brian Howarth spoke to the External Audit Report, and, after full discussion, Members highlighted, in
particular, the followingissues:−(1)

the status of the Council's current compliance allowing the Council to connect to the Public
Sector Network (PSN), the need to clarify why this issue had not been reported to Senior
Officers or Councillors and what future management actions were planned;

(2) the Panel's support for the External Auditor's recommendation regarding the Council giving
consideration to requiring Senior Officers to complete Registers of Interests and the need for
a further report responding to the Panel's considerations, and

(3) the need for the Panel to monitor closely the implementation of management actions being
taken in response to the Internal Audit report on Corporate Property.

Thereafter, the Panel agreed

(1) that Internal Audit would monitor, through further reports to future meetings of the Panel,
implementation by management of actions agreed in response to external audit's
recommendations;

(2) that a detailed report would be submitted to the October meeting of the Panel regarding (a)
the Council's current PSN status, and (b) the Panel's wish to see Senior Officers being
required to complete Registers of Interests;

(3) that Internal Audit would submit regular reports monitoring progress in relation to Corporate
Property and a further report regarding the Council's wider contract management
arrangements to the February 2018 meeting of the Panel, and

(4) that the report by the External Auditor be noted.

COUNCILLORS' REMARKS

Elected Members wished to thank all Council staff involved, but particularly Paul Hughes and his team for the
work which led to the production of such a positive external audit report.
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