
REPORT 
 

Item No:  
 

 
SUBJECT: Internal Audit Report – Financial Due Diligence Review 

TO: Integration Joint Board 

Lead Officer 
for Report: 

Chief Officer 

Author(s) of 
Report 

Chief Financial Officer 

DATE: 26 May 2020 

 
1. PURPOSE OF REPORT 
1.1 This paper is coming to the Integration Joint Board (IJB):   
 

For approval  For endorsement  For noting  

 
1.2 This report provides an update on the due diligence exercise undertaken in relation to the 

financial impacts of the recent changes to the integration scheme. 
 

2. ROUTE TO THE INTEGRATION JOINT BOARD: 
2.1 This paper has been: 
 

Prepared By;    
    
Audit and Risk Manager,  
North Lanarkshire Council  
 

Reviewed By;  
 
Chief Financial Officer 

Endorsed By;  
 
Chief Officer 

 
3.          RECOMMENDATIONS 
3.1  The IJB is asked to agree the following recommendation: 

(1) Note the contents of the report. 

 
4. VARIATIONS TO DIRECTIONS 
 

 
 
5. BACKGROUND/SUMMARY OF KEY ISSUES 
5.1 This report presents the results of the recently completed internal audit work undertaken by 

North Lanarkshire Council (NLC) in line with the approved North Lanarkshire IJB Internal 
Audit Plan for 2019/2020. 

 
5.2 The purpose of this audit was to review whether appropriate due diligence had been 

satisfactorily completed in relation to the financial impacts of recent changes to the 
Integration Scheme and to assess if the IJB has been provided with sufficient information in 
order to allow it to determine whether, following changes to the Integration Scheme, the 
financial adjustments made were appropriate and that its resources are adequate to allow it 
to carry outs its delegated functions and to assess any associated risks. 

 
  

Yes  No  N/A  

 



5. BACKGROUND/SUMMARY OF KEY ISSUES 
5.3 The lead for this audit was the Audit and Risk Manager for North Lanarkshire Council.  The 

completed audit report is attached as an appendix. 
 
6. CONCLUSIONS 
6.1 This audit has been categorised as offering ‘adequate assurance’ meaning that Internal Audit 

consider that, to date, appropriate due diligence has been satisfactorily undertaken in 
relation to the financial impacts of changes to the Integration Scheme and that the resultant 
budget for the IJB appears fairly based. 

 
6.2 Internal Audit have identified a number of areas where management actions are needed and 

these are reflected in the recommendations detailed in the attached appendix.  These 
include: 

 

 management need to formalise and agree arrangements for those services with a ‘cross 
cutting function’, which will be hosted by either Health and Social Care or Education and 
Families, and to finalise and process the agreed transfer of the remaining cost centres, in 
relation to the disaggregation of Children, Families and Justice Social Work Services, and 
their resultant budget; and 

 there is a need for a more formal record of the methodology adopted for 
disaggregation/the resultant figures/cost centres being transferred from Health and 
Social Care to Education and Families and the associated risks as a result of changes to 
the Integration Scheme to be formally reported to key stakeholders (i.e. the IJB and 
relevant Council Committee). 

 
7. IMPLICATIONS 
7.1 NATIONAL OUTCOMES 
 This relates to all nine national outcomes. 
 

7.2 ASSOCIATED MEASURE(S) 
 The internal audit arrangements for the IJB are an integral part of the overall governance 

arrangements and this service makes a key contribution to the ongoing development of 
health and social care integration. 

 
7.3 FINANCIAL 
 This paper has been reviewed by Finance: 
 

Yes  No  N/A  

 
7.4 PEOPLE 

None. 
 

7.5 EQUALITY AND DIVERSITY IMPACT ASSESSMENT / FAIRER SCOTLAND DUTY 
Assessment Completed: 

 

Yes  No  N/A  

  
7.6  CARBON MANAGEMENT IMPLICATIONS 
  

Yes  No  N/A  

 
8. BACKGROUND PAPERS 
 None. 



 
 
9. APPENDIX 
 IJB Financial Due Diligence Review Appendix 
 
 
10. VARIATIONS TO DIRECTIONS 
 

 
 

 
 

............................................................................. 
CHIEF OFFICER (or Depute)   
 

Members seeking further information about any aspect of this report, please contact Marie Moy on 

telephone number 01698 453709. 

Yes  No  N/A  
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INTERNAL AUDIT REPORT 
 

FINANCIAL DUE DILIGENCE 
 

Contents   

1. Executive Summary 2. Findings and Recommendations 3. Action Plan 

Appendix 1:   Audit grading   

Issued to: Chief Accountable Officer (IJB)  Copied to: Chief Financial Officer (IJB), Head of Education, 
Families and Justice Social Work Services, Head of Planning, Performance and Quality Assurance, Executive 
Director of Education and Families, Head of Financial Solutions and Finance Manager – Financial Solutions 
(Adult Social Care) 

 

Headlines 

The purpose of this audit was to review whether appropriate due diligence had been satisfactorily completed 
in relation to the financial impacts of recent changes to the Integration Scheme and to assess whether the IJB 
has been provided with sufficient information in order to allow it to determine whether, following changes to the 
Integration Scheme, whether the financial adjustments made were appropriate and that its resources are 
adequate to allow it to carry outs its delegated functions and to assess any associated risks.  

The decision to remove the discretionary delegated functions from the IJB was approved by North Lanarkshire 
Council (NLC) at its meetings on 27 September 2018 and 4 October 2018, in conjunction with NHS Lanarkshire.  
A report setting out the partner’s decision to amend the Integration Scheme was noted by the IJB on 11 October 
2018.  We were pleased to note that a series of discussions had occurred between key representatives from 
Financial Solutions, Health and Social Care and Education and Families to develop a plan for the 
disaggregation of budgets associated with changes in the Integration Scheme relating to Children and Families 
and Justice Services. There was also documentary evidence held to demonstrate that the cost centres, and 
their associated budget (£21 million), transferred from the IJB to Education and Families were transparent and 
reflective of the services being transferred, known existing budgetary pressures and savings targets. 

Discussions are presently being concluded with regards to agreeing the remaining cost centres, with a view to 
implementation from the start of the 2020/21 financial year.  The final transfer will be the resultant net budget 
figure for each cost centre to be transferred after accounting for savings, budget realignments, etc. We 
understand that as part of the conclusion of this process, some cross-cutting services will be ‘hosted’ and 
managed in Education and Families, while others will be ‘hosted’ and managed in Health and Social Care.  
These discussions are still being finalised and the financial and other implications of the proposed ‘hosting’ 
arrangements are not yet fully documented.  

We have categorised this audit as offering ‘adequate assurance’ meaning that we consider that, to date, 
appropriate due diligence has been satisfactorily undertaken in relation to the financial impacts of changes to 
the Integration Scheme and that the resultant budget for the IJB appears fairly based. (Note that it is 
acknowledged that there are other factors and pressures that may mean the IJB budget may not be sufficient, 
but these are not as a result of the decisions taken as a result of this disaggregation exercise).  We have 
identified a number of areas where we consider management actions are needed and have raised a small 
number of recommendations which are detailed in the Action Plan at section 3.  These include: 

 management need to formalise and agree arrangements for those services with a ‘cross cutting function’, 
which will be hosted by either Health and Social Care or Education and Families, and to finalise and process 
the agreed transfer of the remaining cost centres, in relation to the disaggregation of Children, Families and 
Justice Social Work Services, and their resultant budget; and 

 there is a need for a more formal record of the methodology adopted for disaggregation/the resultant 
figures/cost centres being transferred from Health and Social Care to Education and Families and the 
associated risks as a result of changes to the Integration Scheme to be formally reported to key stakeholders 
(i.e. the IJB and relevant Council Committee). 

 

Assurance Opinion (see definition at Appendix 1) Adequate Assurance 

 

Report status FINAL Audit ref 0700/2020/003 Date issued 18/05/2020 

Audit Team Lynn McCrum and Paula Hendry 
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1.  Executive Summary 

 

Objectives 

The purpose of this audit was to review whether appropriate due diligence had been satisfactorily completed in 
relation to the financial impacts of recent changes to the Integration Scheme and to assess whether the IJB has 
been provided with sufficient information in order to allow it to determine whether, following changes to the 
integration scheme, its resources are adequate to allow it to carry outs its delegated functions and to assess 
any associated risks. 

In carrying out our audit work, we considered the following: 

 the extent to which the financial resources being removed from those functions previously delegated to the 
IJB were consistent with the budgets of those services for which responsibility was being transferred from the 
IJB back to the Council; 

 whether any known uncertainties inherent in the relevant budgets and financial positions for transferring 
services were transparent; 

 how issues relating to savings and efficiency targets have been addressed;  

 how known existing budgetary and demand pressures have been dealt with;  

 how well key budget assumptions and key risks had been communicated; and 

 whether the processes followed appear reasonable. to allow the IJB to obtain assurance that its resources 
were adequate to allow it to carry out its delegated functions 

This engagement has been conducted by the Internal Audit team at NLC in accordance with the ‘Public Sector 
Internal Audit Standards’.  The Internal Audit section periodically reports formally on conformance with these 
standards to the Council’s Audit and Scrutiny Panel. 

 

 

2.  Findings and Recommendations 

 

Number and category of recommendations raised 
(see definition of priority at Appendix 1)     

Red Amber Green 

0 2 0 

 

Key areas requiring management action (Red) 

There were no areas requiring urgent management attention identified. 

 

Good practice identified 

We noted the following areas of good practice during the audit: 

 Comprehensive and informative briefing notes are prepared by the Finance Manager (Adult Social Care) 
ahead of meetings with key personnel from both Education and Families and Health and Social Care, to 
discuss the arrangements for disaggregation of Children, Families and Justice Social Work Services. 

 Detailed working papers of a high standard are held to support/evidence the transfer of resources from the 
IJB to the Council. 

 

Other areas for improvement (Amber) 

A number of other areas for improvement were also identified:  

 Management need to formalise and agree the proposed arrangements for those services with a ‘cross 
cutting function’, to be hosted by either Health and Social Care or Education and Families, and following 
the approval of the IJB and NLC, to finalise and process the agreed transfer of the remaining cost centres, 
in relation to the disaggregation of Children, Families and Justice Social Work Services, and their resultant 
budget. 

 There is a need for a more formal record of the methodology adopted for disaggregation/the resultant 
figures/cost centres being transferred from Health and Social Care to Education and Families and the 
associated risks as a result of changes to the Integration Scheme to be formally reported to key stakeholders 
(i.e. the IJB and relevant Council Committee). 
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3. Action Plan Financial Due Diligence  0700/2020/003 

 

Ref Finding 

1 Management need to formalise and agree the proposed arrangements for those services with a ‘cross cutting function’, to be hosted by either Health and Social 
Care or Education and Families, and following the approval of the IJB and NLC, to finalise and process the agreed transfer of the remaining cost centres, in relation 
to the disaggregation of Children, Families and Justice Social Work Services, and their resultant budget. 

A number of detailed discussions have taken place between the Finance Manager (Adult Social Care) and relevant senior management within both Education and Families 
and Health and Social Care with regards to the disaggregation of Children, Families and Justice Social Work Services from the IJB.  As a result of these discussions, a decision 
was made to transfer the cost centres, and their associated budgets, for those areas which were easily identifiable as Justice or Children and Families and could be transferred 
across to Education and Families.  Following the 2019/20 budget process, taking savings and budget realignments into consideration, this resulted in a transfer of £21 million. 

The remainder of the cost centres directly associated with Justice or Children and Families will be transferred by the end of the current financial year (i.e. 31 March 2020).  
There are a small number of issues which require clarification from the Head of Education, Families and Justice Social Work Services before being fully resolved, including 
calculation of the proportion of Self Directed Support budgets to be transferred to Education and Families. Further discussions between the aforementioned parties have since 
taken place in relation to the disaggregation of the remaining budgets which mainly related to administration and staffing.  It was agreed by all parties that the pragmatic 
approach should be to adopt a ‘hosting’ arrangement for these support services.   

As reflected in a report to the Council’s CMT in November 2019 on the operational arrangements and structures for both Health and Social Care and Education and Families, 
the proposal to host some cross-cutting functions was agreed.  The majority of administrative support within Social Work would effectively be ‘hosted’ and managed by Education 
and Families, with the relevant budget transferred from the IJB to Education and Families.  There will also be a number of support functions (e.g. Quality Assurance, Business 
Process Change and Improvement etc.) which will continue to be managed, and effectively ‘hosted’, by Health and Social Care.  There are currently no formal arrangements 
in place which document the terms of the hosting arrangements.  The Head of Education, Families and Justice Social Work Services has advised that budgets will be aligned 
to reflect the arrangements, with appropriate mechanisms put in place to ensure appropriate access to support and oversight of these functions by both Health and Social Care 
and Education and Families, including consultation with both parties in respect of any further changes, including any future savings in these areas. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

The transfer of financial resources from 
the IJB back to the Council may not be 
finalised by the end of the current 
financial year. 

A lack of formally documented 
arrangements may increase the risk that 
the resources transferred from the IJB to 
the Council do not reflect the cost of the 
relevant services in terms of delegated 
and non-delegated functions. 

IJB management should: 

(1) liaise with relevant Council officers to ensure that the transfer of 
the remaining cost centres, and the resultant resources 
transferred, are agreed/completed as a matter of urgency; 

(2) in conjunction with Education and Families, determine, agree and 
fully document the proposed arrangements for those functions to 
be ‘hosted’ by Education and Families and accessed by Adult 
Health and Social Work Services and vice versa, including giving 
consideration as to whether there should be a recharge system; 

(3) in conjunction with relevant Council officers, ensure that both the 
IJB and NLC  approve the proposed ‘hosting’ arrangements for the 
budgets in respect of the cross-cutting services; and 

(4) liaise with the Council to resolve any other outstanding issues with 
regards to the disaggregation of Children, Families and Justice 
Services’ budgets and the treatment thereof. 

Amber Agree 

Ross McGuffie, Chief 
Accountable Officer (IJB) 

 

October 2020 

(Please note, the 
extended timescale 
reflects the current 

Covid-19 
circumstances) 
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3. Action Plan (continued) Financial Due Diligence 0700/2020/003 

 

Ref Finding 

2 There is a need for a more formal record of the methodology adopted for disaggregation/the resultant figures/cost centres being transferred from Health and Social 
Care to Education and Families and the associated risks as a result of changes to the Integration Scheme to be formally reported to key stakeholders (i.e. the IJB 
and relevant Council Committee). 

The Finance Manager (Adult Social Care) prepared a comprehensive briefing note in advance of meetings with senior management from Education and Families and Health 
and Social Care to discuss the arrangements for the transfer of Children, Families and Justice Social Work Services.  This briefing note is the only record of discussions and 
there are no formally documented minutes of these meetings. 

On 24 September 2019, the IJB Chief Financial Officer asked the IJB to note that £19.209m had been transferred to NLC in respect of the removal of the discretionary delegated 
functions.  On 19 February 2020, the IJB were also asked to note that further budgets totalling £1.812m had been transferred.  As the amendments related to the changes to 
the Integration Scheme approved by the Scottish Ministers, the IJB were asked to note the budget transfers totalling £21.021m and not to approve them.  The IJB were advised 
that Internal Audit were undertaking a review of the disaggregation of the budgets and that, when available, the outcome of this independent review would be reported to the 
IJB.  The IJB were advised that further adjustments to the IJB budget would be reported to future meetings. 

Revenue Monitoring reports presented to the Adult Health and Social Care Committee and the Education and Families Committee also referenced the transfer of discretionary 
delegated functions for Children, Families and Justice Social Work Services to the Educations and Families service.  These reports contain no detail with regards to the methods 
used for disaggregation or the resultant budgets being transferred to Education and Families as a result of revisions to the Integration Scheme.  

The Financial Monitoring reports for the IJB also state that the implications of the full disaggregation of Children, Families and Justice Services on the IJB budget will be reported 
to future meetings. The disaggregation exercise is not yet concluded.  In particular, the proposal to ‘host’ cross-cutting services is still to be formally documented and approved 
by both the IJB and NLC.  The methodology adopted and the implications of the disaggregation should also be set out. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

The IJB and/or relevant Committee may not be 
provided with adequate information to enable them to 
make informed decisions and/or appropriately 
determine if the budgets transferred relate only to the 
discretionary delegated functions removed from the 
IJB. 

The Council and/or the IJB may fail to recognise all 
key risks associated with the transfer of Children, 
Families and Justice Social Work Services and 
consequently may fail to take appropriate action to 
mitigate them. 

IJB management should, in conjunction with relevant 
Council officers, ensure that a report is submitted to the 
IJB setting out the methodology for the disaggregation of 
cost centres and budgets associated with Children, 
Families and Justice Social Work Services, detailing the 
implications of the full disaggregation. 

 

Amber Agree 

Ross McGuffie, Chief 
Accountable Officer (IJB) 

 

October 2020 

(Please note, the 
extended timescale 
reflects the current 

Covid-19 
circumstances) 
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Appendix 1 - Audit Grading 

Audit reports are graded with an overall assurance opinion, and any issues and associated 
recommendations are classified individually to denote their relative importance, in accordance with 
the definitions in the tables below. 

 

Definition of audit assurance and recommendation categories 

Assurance 
Confidence based on sufficient evidence that internal controls are in place, operating 
effectively and objectives are being achieved. 

 
 

Assurance opinion 

 

Substantial 
Assurance 

Sound systems for risk, control and governance are in place and should be effective in 
mitigating risks to the achievement of business and control objectives.  Some minor 
improvements to existing controls in a few areas may be required. 

Adequate 
Assurance 

The systems for risk, control and governance are largely satisfactory, but there are some 
weaknesses and/or areas for improvement which could undermine the achievement of 
business and/or control objectives and/or leave them vulnerable to some risk of error/abuse. 

Limited 
Assurance 

The systems for risk, control and governance have some satisfactory aspects, but contain 
a number of significant weaknesses that are likely to undermine the achievement of 
business and/or control objectives and leave them vulnerable to an unacceptable risk or 
error or abuse.  

 
 

Recommendation priority 

Red Significant weaknesses which management needs to address to achieve objectives. 

Amber 
Weaknesses which require prompt action by management to avoid exposure to risks in achieving 
objectives. 

Green Action advised/area for improvement to enhance control or improve efficiency. 
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