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Executive Summary

This report presents the Annual Governance Statement 2018-19 to be considered by
members of the Audit and Scrutiny Panel.

The Statement is required by the Local Authority Accounting (Scotland) Regulations to
be included within the Council’s annual accounts and will be subject to review by external
audit as part of their year-end audit procedures.

The Statement provides an opportunity for the Council to report annually on the extent
to which it complies with the CIPFA/SOLACE Delivering Good Governance Framework
2016 including describing relevant monitoring and evaluation arrangements of
governance in the year and any planned changes and/or developments in the coming
period.

The Statement, which is signed by the Chief Executive and Council Leader, has been
prepared following significant input from the Council’s senior management team, other
relevant managers, Council ALEOs and the Audit and Risk Manager.

Recommendations

Members of the Audit and Scrutiny Panel are invited to consider and note the Annual
Governance Statement to be included in the un-audited Annual Accounts for 2018-19.

Supporting Documents

The Plan for North
Lanarkshire

Appendix 1 Proposed Annual Governance Statement 2018-19.



1. Background

1.1 In order to comply with the Local Authority Accounts (Scotland) Regulations, the
Council is required to prepare an Annual Governance Statement for inclusion
within the 2018-19 Annual Accounts. The statement for 2018-19 is attached as
Appendix 1.

1.2 The Statement provides an opportunity for the Council to report annually on the
extent to which it complies with the CIPFA/SOLACE Delivering Good
Governance Framework 2016 including describing relevant monitoring and
evaluation arrangements of governance in the year and any planned changes
and/or developments in the coming period.

1.3 The Statement sets out the corporate governance framework within which the
Council operates. It also describes the means by which the Council is directed
and controlled, including an update on council priorities and information on
monitoring of performance and scrutiny by the Council and its committees. The
overall control arrangements also incorporate the system of financial control.

2. Report

2.1 The Annual Governance Statement has been prepared following the gathering of
evidence from a number of different sources to ensure that it properly reflects the
Council’s arrangements during 2018-19. Each member of the Corporate
Management Team has reviewed and certified the effectiveness of governance
arrangements within their area of responsibility and the Head of Financial
Solutions (the Council’s Section 95/Chief Financial Officer) has provided the
Chief Executive with a statement of the effectiveness of the Council’s internal
financial control systems and confirmed that the Council’s financial arrangements
conform with the requirements of the CIPFA Statement on the Role of the Chief
Financial Officer in Local Government 2016.

2.2 The Audit and Risk Manager has also reviewed the effectiveness of the Council’s
governance arrangements and systems of internal control and has reported on
the outcome to the Audit and Scrutiny Panel in his annual report.

2.3 As part of their evaluation, management has identified, and highlighted within the
Annual Governance Statement, a range of improvement actions and/or future
planned developments in relation to key governance arrangements.

2.4 The results of these processes are deemed to support the Chief Executive and
the Council Leader signing the Annual Governance Statement, stating that
reasonable assurance can be placed on the adequacy and effectiveness of the
corporate governance systems operating within the Council and that the Council
complies with relevant corporate governance principles in all significant respects.

3. Equality and Diversity

3.1 Fairer Scotland

There are no requirements to carry out a Fairer Scotland Duty assessment on
this report.



3.2 Equality Impact Assessment

There are no requirements to carry out a Equality Impact assessment on this
report.

4. Implications

4.1 Financial Impact

None

4.2 HR/Policy/Legislative Impact

None

4.3 Environmental Impact

None

4.4 Risk Impact

The council’s governance arrangements are designed to enable risk to be
monitored and managed effectively

5. Measures of success

5.1 Internal Audit report annually to the Audit and Scrutiny Panel on the adequacy
and effectiveness of the Council’s corporate governance arrangements. These
arrangements are also reviewed annually as part of the work of the Council’s
appointed external auditors.

Business Solutions Manager



Appendix 1

ANNUAL GOVERNANCE STATEMENT 2018-19

Scope of Responsibility

The Council is committed to sound governance and ensures high standards of corporate
governance consistent with the CIPFA/SOLACE ‘Delivering Good Governance in Local
Government Framework 2016’.

An integrated framework brings together legislative requirements, governance principles
and management processes. The Council’s governance arrangements are based on the
key aspects of:

 Openness in decision making, management arrangements and in dealing with
the public.

 Integrity in ensuring high standards of conduct, propriety and probity in running
the Council’s business and managing public funds.

 Accountability in ensuring that the Council, its members and officers are
responsible for their decisions and actions and are subject to appropriate internal
and external scrutiny.

 Inclusiveness in communicating and engaging with all sections of the community
and encouraging active participation.

The framework is designed to ensure that business is conducted in accordance with the
law and that public money is safeguarded, properly accounted for and used efficiently
and effectively. Elected Members and senior officers are responsible for implementing
the governance arrangements and the Governance Framework is assessed on an
annual basis to ensure ongoing effectiveness and compliance.

This statement also covers the organisations consolidated into the Council’s Group
Accounts, a list of which is included elsewhere in the Financial Statements.

The Council’s Governance Framework

The Council’s Governance Framework consists of a range of documentation, policies
and procedures consistent with good practice and enables the Council to monitor the
achievement of its priorities. Consideration is also given to the delivery of appropriate
and cost-effective services. These include:

 Codes of Conduct for Elected Members, Chief Officers and Employees;
 Standing Orders;
 Scheme of Administration;
 Scheme of Delegation;
 A suitably qualified and experienced Monitoring Officer;
 Appropriate Legal and Finance input to policy development and decision-making;
 A range of HR and other policies which promote and/or support ethical behaviour

and standards of conduct by staff;
 Financial regulations and financial procedures which are generally adequate and

effective;
 Complaints procedures;
 Anti-Fraud Policy and Fraud Response Plan; and
 Whistleblowing arrangements.



The Council is responsible for reviewing and monitoring each element of the framework
and providing evidence of compliance. The Internal Audit report on Governance
Principles A and B published on 9 March 2019 provided “reasonable assurance” on the
areas under review.

Financial Control

Within the overall control arrangements, the system of internal financial control is
intended to ensure that assets are safeguarded, transactions are authorised and properly
recorded, and material errors or irregularities are either prevented or would be detected
within a timely period. It is based on a framework of regular management information,
financial regulations, administrative procedures and management supervision.

Wider Governance Arrangements

The Council’s wider governance arrangements include:

 identifying and setting out the area based priorities in The Plan for North
Lanarkshire and in other policy statements agreed by the Council

 monitoring of the achievement of objectives by the Council and senior officers

 a systematic approach to managing strategic and operational performance at
both officer and elected member levels which includes target setting and regular
reporting to allow performance against the strategic plan to be assessed

 clearly setting out the remits, functions and powers of committees and sub
committees in a scheme of administration and allocating delegated powers to
officers

 Financial Regulations that specify relevant procedures and controls over
budgeting, income, expenditure and financial performance

 comprehensive budget and expenditure monitoring systems

 clearly defined capital expenditure guidelines

 a Monitoring Officer to ensure compliance with laws and regulations;

 an Audit and Scrutiny Panel whose activities and core functions comply with
relevant CIPFA standards

 expected standards of behaviour in Codes of Conduct for elected members, chief
officers and employees.

While these arrangements are designed to enable the Council to perform well, to manage
risk effectively and to minimise any potential impacts on service delivery and the
achievement of the strategic plan for North Lanarkshire, it should be noted that corporate
governance arrangements cannot eliminate all risk of failure to implement policies and
achieve objectives and that any system of internal control provides reasonable, but not
absolute, assurance.

Determining the authority’s purpose, its vision for the local area and intended
outcomes for the community

The vision for North Lanarkshire is to be “a place to Live, Learn, Work, Invest and Visit.
This is embedded in the strategic plan - The Plan for North Lanarkshire which was
approved by Elected Members and published in February 2019. The Plan for North
Lanarkshire is not just a council strategy but rather a “place” approach that has been
adopted and supported by the North Lanarkshire Partnership (NLP) Board and Arms-
Length Organisations (ALEOS). The Plan was approved at the NLP Board meeting in
March 2019 and supersedes the partnership Local Outcomes Improvement Plan.



To deliver The Plan for North Lanarkshire work focusses on the five priorities set
previously within the Business Plan – 2020.

 Improve economic opportunities and outcomes
 Support all children and young people to reach their full potential
 Improve the health and wellbeing of our communities
 Enhance participation, capacity and empowerment across our communities
 Improve North Lanarkshire’s resource base

Trends in social, economic and environmental conditions suggest these priorities remain
as relevant today as when first agreed.

Figure 1 – The Plan for North Lanarkshire

The 25 ambition statements are designed to communicate priorities and provide a focus
for activities and resources to ensure delivery of a shared ambition and are supported
by a high-level Programme of Work.

In September 2018 the council identified the need to review its existing policy
arrangements. As part of the strategic policy review, a mapping exercise was carried
out to assess how existing high-level strategies, policies and plans fit with the delivery of
the council’s five priorities. As a result, the council’s priorities will now be delivered
through 27 strategies and plans rather than 81.



The Council’s performance management arrangements have been reviewed in line with
the development of The Plan for North Lanarkshire. The Strategic Performance
Framework will enable measuring of progress towards achieving the shared ambition.
At Level 1, 28 health check indicators were approved by Elected Members and provide
the North Lanarkshire context, with performance trends available since 2010.

As a baseline, the Council reported strong performance in all priority areas other than
health and wellbeing where there was declining performance in 10 of the 12 indicators.

A review of performance indicators and targets for Level 2 and Level 3 of the performance model
is underway. In developing the Strategic Performance Framework, the statutory Public
Performance Reporting Direction, and the 2016 CIPFA Good Governance principles were
referenced in the design and implementation.

Review of effectiveness

The Council’s Audit and Risk Manager has reviewed the effectiveness of the Council’s
governance arrangements and reported the results to the Audit and Scrutiny Panel.

The Internal Audit Section operates in accordance with the Public Sector Internal Audit
Standards. The Section undertakes an annual work programme based on an agreed
audit strategy and formal assessments of risk that are reviewed regularly. During 2018-
19, the Audit and Risk Manager reported directly to the Chief Executive with free access
to elected members, and reported to the Audit and Scrutiny Panel in his own name.

A small number of audit assignments were reported during 2018-19 which offered



only ‘limited assurance’. The most significant of these was the report on Business
Continuity Planning. The review was designed to provide assurance on the adequacy
and effectiveness of the Council’s arrangements in respect of business continuity and
focused on whether Services had in place appropriate business continuity and
disaster recovery plans in respect of key operations, consistent with good practice,
which were up-to-date, regularly maintained, tested and subject to periodic review and
were delivering effective control in relation to the business continuity risks the Council
faces.

Despite significant actions and progress with targeted activity, the Audit and Risk
Manager considered that there remained some significant deficiencies in some
aspects of the Council’s current arrangements and that the Council required to
progress a range of actions before relevant arrangements could be assessed as
adequate and effective. Management committed to a range of relevant improvement
actions, some of which have already been completed. Progress will continue to be
monitored during 2019-20.

Issues arising from recruitment practice within the Council’s Education service also
highlighted some weaknesses in relation to key controls. While satisfied that many of
the issues arising were confined to that particular Service and that management has
already progressed a significant number of actions to address the audit
recommendations, the Audit and Risk Manager will revisit this issue in 2019-20 to
provide further assurance that relevant key controls are operating effectively.

The 2018-19 annual opinion is qualified in respect of one issue. The matter
highlighted was the transitional nature of the Council’s then current performance
management arrangements. This will continue to be monitored following approval for
The Plan for North Lanarkshire.

In last year’s annual report, the Audit and Risk Manager commented that
management needed to give consideration to developing a formal performance
reporting calendar clearly setting out at the start of the year what information is to be
reported, when and to where and to ensure that the format, content and frequency of
performance reports is periodically reviewed to ensure that they meet the needs and
expectations of key stakeholders, to enable the Council to demonstrate short-term
performance and the effective use of resources whilst also linking to the longer-term
outputs and planned outcomes contained within the Council’s Business Plan and
Ambition reports and supporting effective ongoing challenge and scrutiny.

In principle, the new arrangements appear designed to address these issues. More
regular and focused reporting to councillors on Council performance will improve
councillors’ ownership and oversight of the Council’s progress. Internal Audit
welcomes these developments and will now monitor closely the effective
implementation of the new Strategic Performance Framework during 2019-20.

Significant changes have also taken place during 2018-19 with a new Chief Executive,
a new challenging and ambitious strategic-level plan and associated programmes of
work, significant changes to the Council’s senior leadership team, a revised
organisational structure and important developments in a number of key aspects of
the Council’s governance arrangements. In addition, the Council continued to face
on-going financial pressures and challenges from the wider public sector reform
agenda, including most notably in the areas of health and social care integration and
national education policies.

Detailed work examining the Council’s corporate governance arrangements suggest
that compliance with the requirements of the corporate governance framework
adopted by the Council continues to be positive with no significant weaknesses or
areas of concern highlighted.



Despite significant and increasing challenges, key financial controls and financial
management arrangements continue to operate to a generally high standard within
the Council.

With the exception of a suspected fraud in relation to catering income, details of which
will be reported during 2019/20 there were no other weaknesses, material frauds or
irregularities resulting in financial loss to the Council identified in 2018-19.

Current and future developments

To support The Plan for North Lanarkshire and the Council’s governance arrangements
the Programme of Work has been developed containing 75 high level activities. The
detail to support delivery will be developed during 2019/20

The outcome of the council’s statutory Best Value Audit Report will be known in May
2019 with recommendations mapped to the Programme of Work and monitoring of
progress through Policy and Strategy Committee and Audit and Scrutiny Panel.

A regular schedule of self-evaluation was approved by Elected Members and a full
evaluation against good governance principles is scheduled for November 2019.

The council’s risk management arrangements will continue to be aligned to The Plan for
North Lanarkshire as development work progresses.

Certification

It is our opinion that reasonable assurance can be placed upon the adequacy and
effectiveness of North Lanarkshire Council and its Group systems of governance. The
annual review process has demonstrated sufficient evidence that the Council’s corporate
governance arrangements have operated effectively and the Council and its group
companies comply with the relevant corporate governance principles in all significant
respects.

Des Murray Councillor James Logue
Chief Executive Council Leader


