
AUDIT  AND  SCRUTINY  PANEL  –  25 September 2019 
 
 

 
 
 

Motherwell, 25 September 2019 at 1 pm. 
 

A Meeting of the AUDIT  AND  SCRUTINY  PANEL 
 
 
PRESENT 
 
Councillor Gallacher, Convener; Councillor Stevenson, Vice-Convener; Councillors Anderson, Burrows, Hume, 
T. Johnston, Morgan and Watson. 
 
CHAIR 
 
Councillor Gallacher (Convener) presided. 
 
IN  ATTENDANCE 
 
Des Murray, Chief Executive; Katrina Hassell, Head of Business Solutions; Elaine Kemp, Head of Financial 
Solutions; Ken Adamson, Audit and Risk Manager; Paula Hendry, Principal Auditor; Susan Lawrie, Business 
Manager (Performance and Resource Allocation); Veronica Roberts, Finance Manager, and Kirsty Brown, 
Committee Officer. 
 
ALSO  IN  ATTENDANCE 
 
Carole Grant, Senior Audit Manager (Audit Scotland). 
 
APOLOGIES 
 
Councillors Graham and Alan Valentine. 
 
 
Prior to commencement of the business, the Convener intimated that an updated report (specifically 
revised at pages 222, 224 and 227 of the agenda) had been tabled in respect of the Annual Accounts 
2018/19 (Audited), as detailed at paragraph 11. 
 
 
DECLARATIONS  OF  INTEREST  IN  TERMS  OF  THE  ETHICAL  STANDARDS  IN  PUBLIC  LIFE  ETC.  
(SCOTLAND)  ACT  2000 
 
1. Councillors Burrows, Hume and Watson each declared an interest in paragraphs 5 and 11, by virtue of 

their appointment as Directors of the North Lanarkshire Municipal Bank Limited, but further declared, in 
accordance with paragraph 5.18 of the Councillor's Code of Conduct, that an exclusion permitted their 
participation in the consideration of the matter. 

 
Councillor Gallacher declared an interest in paragraph 11, by virtue of her appointment as a Member of 
the North Lanarkshire Health and Social Care Integration Joint Board, but further declared, in 
accordance with paragraph 5.18 of the Councillor's Code of Conduct, that an exclusion permitted her 
participation in the consideration of the matter. 

 
 
 
AUDIT  AND  RISK  RELATED  ITEMS:  ACTION  LOG 
 
2. There was submitted a report by the Audit and Risk Manager (1) advising that the purpose of the report 

was to enable the Panel to track the implementation of requests and recommendations made by it in 
respect of audit and risk related items in the previous 12 months, and (2) detailing, in the Appendix to 
the report, the current status of the audit and risk related requests and recommendations by the Panel, 
including when these had been addressed or were expected to be addressed. 

 
Ken Adamson spoke to the report and, thereafter, the Panel agreed to note the report. 
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INTERNAL  AUDIT  -  FOLLOW-UP  OF  ACTIONS  PREVIOUSLY  AGREED  BY  MANAGEMENT 
 
3. There was submitted a report by the Audit and Risk Manager (1) detailing the extent to which 

Management had implemented actions previously committed to in response to recommendations in 
Internal Audit reports, where those actions were due to be completed by the end of June 2019; (2) 
advising (a) that Internal Audit had concluded that 4 of the 18 agreed actions in response to Internal 
Audit outputs had been completed, with a further 12 partially implemented and 2 no longer relevant, 
and (b) that 3 of the 12 actions which were partially implemented required to be highlighted to the Panel; 
(3) providing, in Appendix 1 to the report, a detailed update on 2 of the 3 previously agreed planned 
actions which had not yet been completed and were assessed by Internal Audit as having a 'Medium' 
residual risk; (4) highlighting (a) that the remaining issue assessed by Internal Audit as having a 
'Medium' residual risk related to Early Learning and Childcare – Extension to 1140 Hours, and (b) that 
detailed audit work was underway regarding this area, the findings of which would be reported to the 
meeting of the Panel on 12 December 2019; (5) intimating (a) that the 2 issues assessed by Internal 
Audit as being no longer relevant related to performance management and would be addressed by the 
new Strategic Performance Framework adopted as part of The Plan for North Lanarkshire, and (b) that 
there would be continued monitoring and review of the progress in respect of the effective 
implementation of robust performance arrangements as part of the planned audit work in 2019/20, and 
(6) outlining that 54 of the 56 agreed actions in response to External Audit had been completed, with 
the 2 remaining actions being no longer relevant. 

 
Ken Adamson spoke to the report and, thereafter, the Panel agreed to note the content of the report. 
 
 
 

INFORMATION  AND  COMMUNICATIONS  TECHNOLOGY  (ICT)  DISASTER  RECOVERY  
ARRANGEMENTS 
 
4. There was submitted a report by the Head of Business Solutions (1) providing an overview of the 

Council's Information and Communications Technology (ICT) Disaster Recovery (DR) arrangements; 
(2) summarising the existing DR Plan, testing arrangements and Management's assessment of these 
arrangements; (3) outlining the actions required in order to improve the robustness of the DR Plan, and 
(4) detailing the Plan's alignment with the approved DigitalNL Transformation Programme. 

 
Katrina Hassell spoke to the report and answered Members' questions.  Thereafter, the Panel agreed 
to note the content of the report and the planned improvement actions. 
 
 

Councillors Burrows, Hume and Watson, prior to consideration of the following item of business, had 
each declared an interest by virtue of their appointment as Directors of the North Lanarkshire Municipal 
Bank Limited, but had further declared that, in accordance with paragraph 5.18 of the Councillor's Code 
of Conduct, an exclusion permitted their participation in the consideration of the matter. 
 
 
INTERNAL  AUDIT  PROGRESS  REPORT 
 
5. There was submitted a report by the Audit and Risk Manager (1) setting out an overview of Internal 

Audit activities; (2) outlining the results of the Internal Audit outputs finalised since the last progress 
report submitted to the meeting of the Panel on 27 June 2019; (3) highlighting the most significant 
issues arising from recently completed audit work, and (4) providing (a) in Appendix 1 to the report, a 
brief summary of the scope and key findings of each substantive audit report, and (b) copies of the 
Internal Audit reports in relation to each substantive audit in the Executive Summaries appended to the 
report. 

 
Ken Adamson spoke to the report and answered Members' questions.  Following discussion, the Panel 
requested that a further report be submitted to a future meeting of the Panel in relation to the Council’s 
compliance with the Payment Card Industry Data Security Standard (PCIDSS), as outlined in paragraph 
2.10 of the report.  The Panel also requested that all Elected Members be provided with additional 
information in relation to the Scottish Attainment Challenge (SAC), with a specific focus on guidance 
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and outcomes.  The Chief Executive committed that a report in relation to the SAC would be submitted 
to the meeting of the Education and Families Committee on 12 November 2019. 
 
Thereafter, the Panel agreed (1) that Internal Audit would report to future meetings of the Panel on the 
progress made by management in implementing agreed management actions in relation to all audit 
recommendations categorised as Red or Amber; (2) that a further report be submitted to a future 
meeting of the Panel in relation to the Council’s compliance with the PCIDSS; (3) that a report be 
submitted to the meeting of the Education and Families Committee on 12 November 2019 in relation to 
the SAC, with a specific focus on guidance and outcomes, and (4) that the report be otherwise noted. 
 
 
 

INTERNAL  AUDIT:  EXTERNAL  QUALITY  ASSURANCE  REVIEW  (EQAR) 
 
6. There was submitted a report by the Audit and Risk Manager (1) presenting the results of the 

independent External Quality Assurance Review (EQAR) of the Council's Internal Audit function, which 
assessed its compliance with the Public Sector Internal Audit Standards (PSIAS); (2) advising that the 
independent external assessment concluded that the Council's Internal Audit Service fully conformed 
with the PSIAS; (3) providing, in the Appendix to the report, a copy of the EQAR report, which showed 
that the reviewer had concluded that the Service was fully compliant with most individual aspects of the 
detailed requirements of the PSIAS, with one area assessed as generally conforming, and (4) 
highlighting (a) that the EQAR report contained an action plan, which included findings and responses, 
and planned actions that had been agreed by Internal Audit Management, and (b) that update reports 
on the progress in implementing the improvement actions would be submitted to future meetings of the 
Panel. 

 
Ken Adamson spoke to the report and answered Members' questions.  Thereafter, the Panel agreed to 
note the report. 
 
 
 

NATIONAL  FRAUD  INITIATIVE  -  PROGRESS  UPDATE 
 
7. There was submitted a report by the Audit and Risk Manager (1) advising that the National Fraud 

Initiative (NFI) was a data matching exercise, organised by Audit Scotland, which was undertaken every 
two years and widely regarded as an important tool in detecting and preventing fraud; (2) providing an 
update on (a) the progress made by the Council in response to the 2018 NFI data matching exercise, 
and (b) those areas, identified by Internal Audit, as requiring management action; (3) intimating that 
Internal Audit's assessment was that most Services had recognised the significance and benefit of the 
NFI process and had allocated appropriate resources to review and investigate their matches promptly 
and to update, as appropriate, the NFI database; (4) highlighting that, to date, approximately £190,000 
of savings had been identified, and (5) presenting, in the Appendix to the report (a) the results of Internal 
Audit's review of progress to date in respect of the current NFI exercise, and (b) areas of improvement 
that had been identified in relation to the quality of the data submitted and the investigation process 
undertaken by Services. 

 
Ken Adamson spoke to the report and answered Members' questions.  Thereafter, the Panel agreed to 
note the report. 
 
 
 

ANNUAL  ACCOUNTS  2018/19:  LETTERS  OF  REPRESENTATION 
 
8. There was submitted a report by the Head of Financial Solutions (1) informing that, prior to completion 

of the 2018/19 Audit of Accounts, the External Auditor required a letter from the Council providing 
assurance on aspects of the Council's Financial Statements and Charitable Trust and Educational Trust 
Accounts, including the judgements and estimates made in their preparation; (2) indicating that the 
Letters of Representation set out the representations of Management and confirmed that the Accounts 
were free from material misstatement; (3) advising (a) that the External Auditor had, during the course 
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of the Audit, highlighted a number of misstatements 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 
the items that had arisen relating to the Council's Accounts and Charitable Trust and Educational 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 Letters of 
Representation for (a) North Lanarkshire Council's Annual Accounts 2018/19, and (b) North Lanarkshire 
Council Charitable Trust and Educational Endowments' Annual Accounts 2018/19, which the Head of 
Financial Solutions had prepared for Audit Scotland. 

 
Elaine Kemp spoke to the report, and to the Letters of Representation for the (1) North Lanarkshire 
Council's Annual Accounts 2018/19, and (2) North Lanarkshire Council's Charitable Trust and 
Educational Endowments' Annual Accounts 2018/19.  Thereafter, the Panel noted the Letters of 
Representation provided to Audit Scotland. 

 
 
 
ANNUAL  ACCOUNTS  2018/19:  EXTERNAL  AUDITOR'S  REPORT  TO  THOSE  CHARGED  WITH  
GOVERNANCE  ON  THE  2018/19  AUDIT 
 
9. There was submitted a report by the Head of Financial Solutions (1) informing that the External Auditor’s 

report was presented to allow the Panel to consider the External Auditor’s comments on specific matters 
arising from its Audit of the Financial Statements for both the Council and the Charitable Trust and the 
Educational Endowments administered by the Council; (2) detailing, in the Appendices to the report, 
the Audit Scotland reports on those charged with governance in the 2018/19 Audit:- (a) North 
Lanarkshire Council, and (b) North Lanarkshire Council Charitable Trust and Educational Endowments, 
and (3) inviting the External Auditor to speak to the report. 

 
Carole Grant spoke to the report and advised that the outstanding matter, as referenced on page 66 of 
the agenda, had now been resolved and that there were no further issues in relation to this matter.  
Thereafter, the Panel agreed to note the verbal update and report. 
 
 
 

EXTERNAL  AUDIT  -  ANNUAL  AUDIT  REPORT  2018/19 
 
10. There was submitted a report by the Audit and Risk Manager (1) advising that the Accounts Commission 

had appointed Audit Scotland as the Council’s External Auditor for a five year period commencing 
2016/17; (2) intimating 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 arising from that audit; (3) attaching, as the Appendix to the report, the 
External Auditor’s Annual Audit Report for 2018/19, including the Action Plan which contained a number 
of Audit recommendations and Management responses, and detailed planned actions, responsible 
officers and timescales relating to a range of accounting and governance issues; (4) 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 management or financial controls, and 
(5) informing that progress in implementing agreed actions would be monitored by Internal Audit and 
reported to future meetings of the Panel. 

 
Carole Grant spoke to the External Audit Report and answered Members' questions.  Following 
discussion, the Panel agreed (1) to monitor, through reports from Internal Audit, implementation by 
Management of the actions agreed in response to External Audit’s recommendations, and (2) that the 
External Auditor's Annual Audit Report 2018/19 be noted. 
 
 

Councillors Burrows, Hume and Watson, prior to consideration of the following item of business, had 
each declared an interest, by virtue of their appointment as Directors of the North Lanarkshire Municipal 
Bank Limited, but had further declared that, in accordance with paragraph 5.18 of the Councillor's Code 
of Conduct, an exclusion permitted their participation in the consideration of the matter. 
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Councillor Gallacher, prior to consideration of the following item of business, had declared an interest, 
by virtue of her appointment as a Member of the North Lanarkshire Health and Social Care Integration 
Joint Board, but further declared that, in accordance with paragraph 5.18 of the Councillor's Code of 
Conduct, an exclusion permitted her participation in the consideration of the matter. 
 
 
ANNUAL  ACCOUNTS  2018/19  (AUDITED) 
 
11. There was submitted a report by the Head of Financial Solutions (1) advising that the Local Authority 

Accounts (Scotland) Regulations 2014 required (a) that the Council prepare an Annual Statement of 
Accounts, in accordance with proper accounting practices, and (b) that the Committee of the authority 
whose remit included audit or governance issues meet to consider the Audited Annual Accounts, with 
the aim of approving these for signature no later than 30 September immediately following the financial 
year to which they related; (2) highlighting that the Audit Commission appointed External Auditors to 
local authorities in order to carry out the audit of financial statements, in accordance with International 
Standards on Auditing; (3) intimating (a) that the review of the Annual Accounts for 2018/19 had now 
been completed, with a 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 the Audit Director and officers of 
the Council would be submitted to Audit Scotland.   

 
Elaine Kemp spoke to the report and informed the Panel that the Annual Accounts for 2018/19, as 
appended to the report, were available for signature.  Thereafter, the Panel agreed (1) that the report 
be noted, and (2) that the final Annual Accounts for 2018/19 be approved for signing. 
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