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Executive Summary 
 
The purpose of this report is to advise on Arms Length External Organisations (ALEOs) 
compliance with the Council’s approved 2018-19 financial governance arrangements.  
As Council ALEOs are predominantly compliant the report focusses on key areas of non-
compliance.   
 
The report provides an update with progressing business planning requirements for both 
Amey Public Services LLP and Mears Scotland LLP to give the Council assurances over 
the future sustainability and alignment with Council business planning objectives and 
assurance on liquidity in relation to Mears. In addition, Committee is provided with an 
update on progress on recommended areas of financial governance improvements 
made in relation to CNL. 
 

 

Recommendations 
 
It is recommended that the Audit and Scrutiny Panel: 
 
(1) Note key areas of non-compliance with approved 2018-19 ALEO financial 
 assurance arrangements. 
 

 

Supporting Documents 
 
Appendix 1 List of current ALEOs 
  
 
  



1. Background 
 

1.1 As a result of the Council using ALEOs as alternative vehicles to deliver vital 
council services to its communities, which involves the use of public funds 
(council budgets), the Council has a statutory duty to ensure the proper 
accountability and transparency of the monies spent through these bodies. 
 

1.2 Over the years, Council Committees considered various reports outlining good 
practice arrangements for monitoring each ALEO’s financial governance 
arrangements to ensure they are capable of addressing the Council’s public 
accountability, service delivery and accounting requirements.  Essentially the 
Council satisfies its duties by applying assurance monitoring arrangements – 
reflective of Audit Scotland’s “ALEO’s – Are You Getting it Right” report - to 
each partnership’s financial, operational and social criteria. 
 

1.3 This report is to update members on ALEO’s compliance with the Council’s 
financial governance arrangements during 2018-19.  As Council ALEOs are 
predominantly compliant the report focusses on key areas of non-compliance. 
 

  

2. Report 
 

2.1. ALEO Assurance Arrangements 2018-19 
2.1.1 During 2018-19 the Council held interests in twenty three key external 

organisations (Appendix 1), therefore requiring clear processes and procedures 
in order to satisfy its statutory public accountability duties, maintain each 
organisation’s independence and provide assurance regards their financial 
governance arrangements. 

 
2.1.1 The monitoring arrangements appropriate to individual ALEOs are primarily 

specified within each individual ALEOs Service Specification, LLP/ Shareholder 
Agreement or Funding Agreement. 

 
2.1.2 Reflecting each organisation’s monitoring obligations, terms of reference, and 

level of Board/ Management Commitee reporting, suitably qualified staff within 
Financial Solutions use individual work-plans, which are proportionate to the 
scale of activity, to maintain an overview of ALEO financial performance, thereby 
satisfying the Council’s best value and statutory accountability duties.  

 
2.2 Compliance with 2018-19 Assurance Arrangements 
2.2.1 Since Policy & Resources Commitee approval in June 2012, Financial Solutions 

has implemented appropriate processes and procedures for scrutinising the 
financial aspects of all arms length organisations. Subsequently compliance with 
assurance arrangements have been reported to the ALEOs and External 
Monitoring Sub – Committee. The report to this committee on 7 November 2018 
advised the majority of ALEOs satisfied the assurance requirements. This report 
updates the position in respect of 2018-19 and confirms, as with previous year, 
the majority of ALEOs satisfied the assurance requirements outlined below.  
Some difficulties in meeting some compliance arrangements are discussed in 
paragraphs 2.2.3 – 2.2.9 below.  
 

2.2.2 Effective operation of assurance arrangements is dependent on the co-operation 
of the finance personnel within individual ALEOs as typically these procedures 
include; an exchange of business plans, financial strategies, annual budgets, 4-
weekly/ monthly financial monitoring information, periodic meetings with Financial 
Solutions, as well as liaison regarding board/ management committee reports. 
Taken together, the scrutiny arrangements: 

 
 Allow the Council to maintain an oversight of all public money; 



 Ensure the financial position of ALEOs and partners are reported, any 
issues or concerns addressed  

 Ensure the financial position is accurately incorporated into the Council’s 
statutory group accounts 

 Provide support, through regular briefings on financial matters, to 
elected members and officers appointed to ALEO boards and 
Management Committees, which assist them in balancing their role as 
Board Directors or Council representatives with their obligations to 
minimise risk and maximise best value to the Council. 
 

2.2.3 Mears Scotland LLP (MSL) continue to be partially compliant with section 10, 
Accounts, Auditors and Audit, of its Limited Liability Partnership Agreement with 
the Council, and routinely provide financial information, which enables Financial 
Solutions to maintain oversight of the company’s finances.  Some difficulties are 
still being experienced in ensuring compliance, primarily due to Finance 
personnel matters.  It is hoped this will improve as a result of the recent 
recruitment of a new Finance Manager (for Scotland).  In addition, Section 10.6 
states a draft Business Plan should be prepared 30 days prior to the 
commencement of each financial year and presented to the board.  Whilst a 
formal Business Plan was received in 2019, after review and consultation with 
relevant council Services, it is still being revised by MSL to ensure it is suitably 
robust in terms of operational planning, and is expected to be completed 
imminently.  Part of the financial governance arrangements also includes gaining 
assurances over working capital and cash flow, however due to cash being 
controlled by the group (HQ) there continues to be difficulty in providing the 
assurances regarding the LLP as this is reported as part of the overall group 
position. 
 

2.2.4 Committee should be aware the Council not only has a 33% shareholding in MSL, 
it also has a 33% shareholding in Mears Scotland Services Limited (MSSL) 
(former labour arm of MSL).  There were some decisions during 2017 & 2018 
financial years in relation to pension costs and inter-company transactions, which 
has impacted both companies financially.  The resultant impact of the decisions 
includes increased annual pension by MSL, reflecting its share of the increased 
pension costs incurred, and demonstrated in the actuarial report of 31 March 
2018 recommending increased pension contributions from 23.8% to 39.5%.  In 
addition, as the labour is now provided directly via MSL, there is a requirement to 
wind up MSSL.  To facilitate the wind up MSSL board took the decision to write 
off of debt owed to MSSL by MSL (inter-company transaction), which has a 
beneficial impact on MSL financial position and a detrimental impact on MSSL.  
Decisions in relation to these matters were not taken in consultation with the 
Council as a shareholder, therefore Financial Solutions, with support from Legal 
Services and Housing Solutions, has sought clarity over the governance and 
decision making, to ensure that these decisions reflect the interests of all parties.  
The Council is now satisfied with the decisions and has endeavoured to ensure 
improved governance of both companies, which should ensure the Council is 
sighted in key decisions in accordance with Legal requirements. 
 

2.2.5 Amey continue to be predominantly compliant with Council arrangements and 
routinely provide financial information, which enables Financial Solutions to 
maintain oversight of the company’s finances.  As previously advised section 10.6 
of the LLP agreement states a draft Business Plan should be prepared 30 days 
prior to the commencement of each financial year.   The company has made 
significant progress during 2018/19 to become compliant with this requirement, 
by developing a forward business plan to 2021 which gives the Council 
assurances on the business objectives, their alignment with Council ambition and 
the financial sustainability of the contract until 2021. 
 



2.2.6 However committee are advised the overall financial position of Amey remains 
challenging.  At the time of reporting, the improvement actions incorporated within 
the Business Plan aims to deliver an annual break-even financial position to 2021.  
This Plan incorporates assumptions of budget provision from the Council 
remaining at current levels, and the delivery of the Council’s LED programme by 
Amey.  The LLP are also striving to increase financial performance by increasing 
the level of external works from other customers and markets. 
 

2.2.7 Following consideration of the Year 8 Best Value Review and subsequent market 
testing of rates and prices to demonstrate that revised rates continue to provide 
value for money to the Council, it was agreed between both parties to extend the 
contract for a further 3 year period to June 2024.  This was ratified by the 
Environment & Transportation Committee in August 2019.   
 

2.2.8 The LLP is financially supported by parent company support from Amey Group.  
The Council are advised that the ultimate parent undertaking of Ferrovial SA have 
decided to pursue the sale of Amey Group including the LLP.  There may be a 
significant risk to the level of continued support to the LLP depending on the 
successful new parent company.  Whilst there is material uncertainty until the 
sales process is concluded, the Group have a reasonable expectation that the 
LLP has adequate resources to continue operationally for the foreseeable future.  
The Council will continue to request assurances in respect of continued parental 
support to the LLP for the revised contract term to June 2024. 

 
2.2.9 Recommended areas of financial governance improvements in relation to CNL 

included increased reporting on the annual budget to the Board, improvements 
in financial monitoring and reporting to both the Council and board on; annual 
budget savings, cash flow forecast and information on the overall financial 
standing of the company in relation to key balances and indicators in the balance 
sheet.  Good progress has been recorded in most of the areas highlighted above, 
cash flow forecast information and key balance sheet balances have been 
provided on a timely basis and progress against annual budget savings have 
been reported at each Board meeting. North Lanarkshire Leisure are compliant 
with financial government arrangements. Risks in relation to financial 
performance are reported to the Education and Families Committee. Following 
the merger of Culture North Lanarkshire and North Lanarkshire Leisure on the 22 
June 2019 compliance on future financial governance arrangements for the new 
organisation will be reported at future meetings.  

 
2.2.10 Assurance arrangements in relation to all other ALEOs are operating well. 

 
 

3. Equality and Diversity 
 
3.1 There is no impact arising from this report. 

 

4. Implications 
 

4.1 Financial Impact 
4.1.1 There is no impact arising from this report. 
   
4.2 HR/Policy/Legislative Impact 
4.2.1 There is no impact arising from this report. 
  
4.3 Environmental Impact 
4.3.1 There is no impact arising from this report. 
 
 



4.4 Risk Impact 
4.4.1 A key objective of Council financial governance arrangements is to give early 

warning of financial, operational or reputational risk to the Council.  Therefore 
areas of non compliance highlighted above are kept under close review. 

   

5. Measures of success 
 
5.1 Year on year reported improvements on compliance with arrangements. 
   

 

 

Elaine Kemp 
Head of Financial Solutions 



APPENDIX 1 
SCRUTINY REQUIREMENTS OF BODIES OF INTEREST 

LIST OF CURRENT ORGANISATIONS 
 

Whilst recognising there is scope for further bodies of this nature, those entities currently classed as 
arms length organisations and partners, alongside some brief commentary regarding each category, 
are noted below. 

Category Commentary Individual Entities 

Subsidiary Companies Council has 100% 
interest 

1. Campsies Centre Cumbernauld Ltd 
2. Fusion Assets Ltd 
3. North Lanarkshire Municipal Bank 

Ltd 
4. Town Centre Activities Ltd 
5. North Lanarkshire Leisure Ltd 
6. Culture NL Limited 
7. North Lanarkshire Properties LLP 
8. Routes to Work Ltd 

Associate Companies 

1. Significant 
influence 

Although statutory 
bodies in their own right, 
the joint boards are 
included per the wider 
definition of an associate 
to reflect the funding 
arrangements between 
constituent Councils and 
joint boards   

1. Strathclyde Partnership for 
Transport 

2. Lanarkshire Valuation Joint Board 
3. Strathclyde Concessionary Travel 

 

2. Non significant 
influence or 
below 
materiality 
threshold 

Council is represented 
on the Board of Directors 
but does not have 
controlling interests/ 
shareholdings or is 
below the Council’s 
materiality threshold  

1. Environmental Key Fund 
2. West of Scotland European Forum 
3. Glasgow & Clyde Valley Strategic 

Development Planning Authority 
4. Scotland Excel 
5. SEEMIS Group 
6. Glasgow & Clyde Valley Cabinet 
7. Dunbartonshire Educational Trust 

Fund 
8. Stirlingshire Educational Trust 
9. Business Loans Scotland 
10. Continuing Education 

Gateway/Gateway Shared Services 

Joint Ventures/Partners Council is a minority 
member or shareholder 
in each of these bodies, 
and is represented on 
Management 
Committees. 

1. Mears Scotland LLP (33%) 
2. Amey Public Services LLP (33%) 

 

 


