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Executive Summary 

The purpose of this report is to provide an overview of Internal Audit activity and to report the 
results of Internal Audit outputs finalised in the period January-March 2020 (these would 
normally have been reported to the Panel at the meeting scheduled for late-March which was 

cancelled due to the public health emergency). 

The report highlights the most significant issues arising from the completed audit work. 

Appendix 1 provides a brief summary of the scope and key findings of each substantive audit 

report.  In addition, a supplementary pack with full copies of these reports has also been 
circulated to Panel members. 

 

Recommendations 

The Panel is invited to: 

(1) consider whether there are any issues raised by Internal Audit which are sufficiently 
significant to require a further report from management to be submitted to a future 

meeting of the Panel; 

(2) request that Internal Audit provide a report to future meetings of the Panel reporting 
progress made by management implementing agreed management actions in 
relation to all audit recommendations categorised as ‘Red’ or ‘Amber’; and 

(3) otherwise note this report. 

 

The Plan for North Lanarkshire:  

Priority:   All priorities 

Ambition statement All ambition statements 
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1. Background 

1.1 In June 2019, the Panel approved the 2019-20 Internal Audit Annual Plan which 
detailed a programme of work to be carried out.  The Internal Audit Charter, most 

recently approved by the Panel in February 2018, requires that the results of 
Internal Audit’s work are periodically reported to the Panel.  

 

2. Report 

Audit reviews completed in the period  

2.1 Work has continued in accordance with the approved annual plan.  Table 1 below 

provides an overview of Internal Audit reports completed by mid-March 2020 since 
the last progress report presented to the Audit and Scrutiny Panel in December 
2019. 

Table 1: Completed Internal Audit outputs in the period January-March 

Subject Internal Audit Opinion 

1. Management of strategic change 
Reasonable assurance 

(Green-Amber) 

2. Corporate governance 
Reasonable assurance 

(Green-Amber) 

3. Creditors 
Limited assurance 

(Amber-Red) 

4. Enterprise Strategic Partnership Contract  
Reasonable assurance 

(Green-Amber) 

5. Housing – new supply programme  
Reasonable assurance 

(Green-Amber) 

2.2 Appendix 1 provides a brief summary of those reports forming part of the annual 
programme of planned assurance work.  Copies of all finalised reports are included 
in the supporting pack to these papers. 

2.3 Appendix 2 contains detailed definitions of the categories used by Internal Audit 
when making recommendations, providing an audit opinion and on the extent of 
assurance which is being provided to management and Panel members on those 

systems or areas of Council operations examined by Internal Audit. 

2.4 This report excludes specific audit outputs produced for the North Lanarkshire IJB 
which are reported directly to its senior management team and audit committee. 

Commentary on completed Internal Audit work 

2.5 The nature of Internal Audit exercises means that most reviews invariably find some 
scope for improvement, usually in the form of controls which are weak or only 
partially effective and, therefore, contain a number of recommendations.  One of 

the audits completed in the period (Creditors) offered only ‘limited assurance’. 

2.6 Our work on Creditors was a high-level review intended to provide assurance on 
the adequacy and effectiveness of selected controls associated with the Council’s 

purchasing/ordering systems, compliance with relevant key procurement 
requirements and the payment of creditors. 

  



 

 

2.7 The particular focus of this exercise was on key controls in respect of the 

processing of invoices for payment and that appropriate competitive processes 
have been followed. With regard to the latter, this review confirmed whether 
appropriate competitive processes were used in relation to the sample selected but 

did not include detailed review or re-performance of the individual tendering 
processes followed. 

2.8 Our previous work in this area has generally assessed the Creditors function as 
being well-controlled.  The results of this audit suggested some aspects of the 

current control environment were similarly well controlled with appropriate 
competitive processes generally used in the sample cases reviewed and there were 
clear examples across the Council of the corporate expectations regarding key 

procurement processes to enable the payment of creditors being complied with.  

2.9 We did, however, identify a number of areas where we consider the control 
environment is currently not robust and/or operating effectively and requires urgent 

management attention with significant risks to the effectiveness of the control 
environment and substantial improvements required. 

2.10 I am pleased to be able to confirm that the Service has responded positively to the 
report and has either already put in place, or has committed to doing so, a series of 

actions designed to address the weaknesses identified. 

2.11 In determining which other issues from these outputs to highlight in this report, I 
have selected those issues which I consider to be most significant either because 

of the nature of the topic, or the risk implications of the weaknesses identified. 

2.12 The purpose of our report on the Management of strategic change was to provide 
assurance on the adequacy and effectiveness of the Council’s arrangements in 

respect of strategic change with a particular focus on the management 
arrangements put in place by the Council to progress the Plan for North Lanarkshire 
and its associated Programme of Work (PoW). 

2.13 We were generally satisfied with the adequacy and effectiveness of the relevant 

arrangements, but did highlight a small number of issues.  We consider that elected 
member oversight would benefit from the PoW being shorter and/or providing a 
clearer indication of the relative priority and/or significance of individual items. 

2.14 We also highlighted that we consider improvements are required to reports 
submitted to committees in relation to individual PoW items, to enable elected 
members to more effectively monitor and challenge progress.  We suggested that 

this should involve providing elected members with a clearer sense of progress 
against key timelines and milestones and more specific timescales for expected 
future actions (this point links to a recommendation made in a recent report on the 
management of projects in which we also identified the need for significant 

improvement in the mechanisms used for reporting to key stakeholders on the 
progress of key projects, many of which feature in the PoW). 

2.15 Our report on Corporate governance whilst generally positive, highlighted some 

areas for improvement that we considered management should address.  This 
included our assessment that it is important that proposed arrangements for the 
Council’s planned self-evaluation exercise against the governance framework are 

adopted and progressed in an effective and timely manner. 

2.16 In our report on the management arrangements in place to progress the Enterprise 
Strategic Partnership Contract (ESCP) we were satisfied that the governance 
arrangements currently in place to progress the ESCP are adequate and appear 

robust and consider that the project is being managed in line with the council’s 
project management guidance and in a manner consistent with good practice.  We 
are also satisfied that the Project Board in place appears effective in providing 

oversight, challenge and direction and that financial control and risk management 
appears appropriately embedded in the governance of the project. 



 

 

2.17 It is important, however, to note that this project is still at a very early developmental 

stage with, at the time of the audit, an OBC only due to be submitted to elected 
members in March.  We have highlighted in the report the need for the potential 
scale and complexity of whatever the Council may decide to proceed with, following 

consideration of the OBC, to be fully reflected in future governance arrangements 
(including enhanced financial management/controls and risk management 
arrangements). 

2.18 Undoubtedly, the project’s governance arrangements require to be further 

developed following approval to proceed past the current developmental stage 
being granted by Committee and further audit work on the ESCP is included in the 
2020-21 Internal Audit Annual Plan. 

2.19 Our work on Housing – new supply programme was designed to review the 
progress made by the Council in implementing ‘Programme of Work 13: New Supply 
Programme’.  We are satisfied that the programme’s governance and project 

management arrangements are adequate and appear robust and generally 
consistent with good practice.  We were also satisfied that the Service has in place 
generally effective processes to ensure that the open market purchase scheme 
operated by the Council represents value for money and is contributing effectively 

to the delivery of the Council’s housing ambitions.  We also noted that the Council 
has prepared a Strategic Housing Investment Plan which sets out its affordable 
housing priorities that will contribute to meeting the priorities set out in the Local 

Housing Strategy and that activities under the ‘New supply’ programme appear to 
be consistent with both. 

2.20 We did, however, identify some areas where we consider scope for improvement 

exists and have made a small number of recommendations including the need for 
improvements in the arrangements for reporting to key stakeholders on the progress 
of the overall programme. 

2.21 I am pleased to confirm that satisfactory management responses have been 

received to the issues raised in all of the Internal Audit report finalised in the period 
and appropriate actions have been taken or commitments made to future actions 
within appropriate timescales. 

2.22 There are no other issues arising from this Internal Audit work which I consider 
sufficiently significant to highlight to the Panel.  Future follow-up reports will provide 
the Panel with information on the implementation, or otherwise, of all actions 

proposed by management in response to audit recommendations categorised as 
‘Red’ or ‘Amber’. 

 

3 Equality and diversity 

Fairer Scotland Duty There is no requirement to carry out a Fairer 
Scotland assessment in this instance.  

Equality Impact 
Assessment 

There is no requirement to carry out an equality 
impact assessment in this instance. 

 

4. Implications 

Financial impact None identified 

HR/Policy/Legislative 

Impact 

None identified 

Environmental Impact None identified 

Risk impact Any failure to operate an effective internal audit 
service could impact on the effectiveness of the 

Council’s risk management and corporate 
governance processes. 



 

 

 

5. Measures of success 

5.1 Internal Audit reports annually on its performance to the Panel and is also subject 

to review annually by the Council’s appointed external auditors.  

 

6. Supporting Documents 

Appendix 1 Summary of completed Internal Audit assignments 

Appendix 2 Audit gradings 

 

 
Ken Adamson, Audit and Risk Manager 

  



 

 

Appendix 1 

Summary of Internal Audit assignments completed in the period January-March 2020 
 
 

Internal Audit outputs: Audit opinion and commentary 

1. Management of strategic change 

Internal Audit Opinion:   Reasonable assurance (Green-Amber)) 

Audit recommendations: Red 0 Amber 2 Green 0  

This audit exercise was a high-level review designed to provide assurance on the adequacy and 
effectiveness of the Council’s arrangements in respect of strategic change and follows on from 

a similar exercise in March 2019 in which we assessed the Council’s arrangements against good 
practice checklists devised from relevant guidance issued by Audit Scotland and the National 
Audit Office. 

For this exercise, as well as reviewing the Council’s response to the issues raised by the 

previous Internal Audit report, we focused on the adequacy and effectiveness of the 
management arrangements put in place by the Council to progress the Plan for North 
Lanarkshire and its associated Programme of Work (PoW). 

Based on the results of our work, we have categorised this audit as offering ‘reasonable 
assurance’ as we are satisfied that the Council’s arrangements in respect of the management 
of strategic change appear generally adequate and effective.  We are pleased to note that 

management has already evaluated some aspects of the management arrangements 
surrounding the 2019 PoW and is currently preparing a revised PoW for 2020.  We also 
concluded that appropriate actions have generally been taken in response to issues raised in 
our previous report on this subject. 

Although the Council’s arrangements appear generally sound, we have identified a small 
number of areas for improvements which are detailed at Section 3 of this report.  These include:  

 Elected member oversight would benefit from the PoW being shorter and/or providing a 

clearer indication of the relative priority and/or significance of individual items; and 

 Improvements are required to reports submitted to committees in relation to individual PoW 

items, to enable elected members to more effectively monitor and challenge progress.   

This should involve providing elected members with a clearer sense of progress against 
key timelines and milestones and more specific timescales for expected future actions (this 
point links to a recommendation made in a recent report on the management of projects 
in which we also identified the need for significant improvement in the mechanisms used 

for reporting to key stakeholders on the progress of key projects, many of which feature in 
the PoW). 

Satisfactory management responses have been received to the audit recommendations 

contained within the report. 
 

 

  



 

 

 

Appendix 1 (continued) 

Summary of Internal Audit assignments completed in the period January-March 2020 
 

Internal Audit outputs: Audit opinion and commentary 

2. Corporate governance 

Internal Audit Opinion:   Reasonable assurance (Green-Amber) 

Audit recommendations: Red 0 Amber 2 Green 0  

The purpose of this review was to provide assurance on the adequacy and effectiveness of the 

Council’s arrangements for ensuring that it complies with Principles C and D of the 
CIPFA/SOLACE Delivering Good Governance Framework which relate to defining outcomes in 
terms of sustainable economic, social and environmental benefits and determining the 

interventions necessary to achieve the intended outcomes. This review included detailed 
consideration of the Council’s governance, management and operational arrangements against 
the sub-principles of Principles C and D which are detailed in Appendix 2 of the audit report. 

Based on the results of work undertaken, together with our wider knowledge gained from a range 

of other relevant Internal Audit work, we consider that the Council’s corporate governance 
arrangements in relation to the areas examined are adequate and generally appear to have 
operated effectively.  We have, therefore, assessed the audit as providing ‘reasonable 

assurance’. 

We identified two areas where we consider scope for improvement exists and have made 
recommendations.  We consider that it is important that proposed arrangements for the Council’s 
planned self-evaluation exercise against the governance framework are adopted and progressed 

in an effective and timely manner.  In addition, whilst we were pleased to note that the issues 
raised in our last report on Corporate Governance (March 2019) which focused on Principles A 
and B have been significantly addressed, there is scope for improving arrangements around the 

monitoring and review of Service’s gifts and hospitality registers.  

There are a number of specific areas relevant to some sub-principles of Principles C and D where 
this audit has documented and considered high level arrangements but where more detailed in-

depth audit work is currently underway.  This includes arrangements relating to the Council’s 
engagement with internal and external stakeholders to inform decision making and the Council’s 
use of performance indicators.  More detailed assessment of the adequacy and effectiveness of 
the Council’s arrangements in these two specific areas will be reported separately, when this 

work is completed, to the Audit and Scrutiny Panel in June whilst also highlighting any areas for 
improvement identified. 

Satisfactory management responses have been received to the audit recommendations 

contained within the report. 

 

  



 

 

 

Appendix 1 (continued) 

Summary of Internal Audit assignments completed in the period January-March 2020 
 

Internal Audit outputs: Audit opinion and commentary 

3. Creditors 

Internal Audit Opinion:   Limited assurance (Amber-Red) 

Audit recommendations: Red 2 Amber 2 Green 2 

This audit was a high-level review designed to assess the adequacy and effectiveness of 

selected controls associated with the Council’s purchasing/ordering systems, compliance with 
relevant key procurement requirements and the payment of creditors. 

The particular focus of this exercise was on key controls in respect of the processing of invoices 

for payment and that appropriate competitive processes have been followed. With regard to the 
latter, this review confirmed whether appropriate competitive processes were used in relation to 
the sample selected but did not include detailed review or re-performance of the individual 
tendering processes followed. 

It should be noted that although much of the focus of this audit was on core systems and 
processes which are the responsibility of Financial Solutions, the Council has a devolved 
operating model for procurement activity (including authorisation of invoices) and Chief Officers 

are therefore responsible for ensuring their Service areas adhere to the corporate expectations 
around purchasing/ordering and payment of creditors. 

Our previous work in this area has generally assessed the Creditors function as being well-
controlled.  The results of this audit suggested some aspects of the current control environment 

were similarly well controlled with appropriate competitive processes generally used in the 
sample cases reviewed and there were clear examples across the Council of the corporate 
expectations regarding key procurement processes to enable the payment of creditors being 

complied with. 

We have, however, identified a number of areas where we consider the control environment is 
currently not robust and/or operating effectively and requires urgent management attention and 

accordingly, we categorised this audit as offering only ‘limited assurance’ with significant risks 
to the effectiveness of the control environment and substantial improvements required. 

The issues which we consider management require to address are as detailed in Section 3 of 
the report, the most significant of these include: 

 Controls surrounding some key aspects of the system for processing and paying invoices 

were inadequate increasing the Council’s risk exposure to fraud and error; 

 non-PECOS invoices were not always authorised for payment by individuals who had 

delegated authority to authorise such payments; 

 An apparent ‘systems glitch’ allowed an order to be submitted to a supplier prior to it being 

authorised and this requires to be understood and addressed; and 

 Management needs to review how it gains assurance that Services are complying with the 

Council’s relevant key corporate expectations. 

Satisfactory management responses have been received to the audit recommendations 
contained within the report. 

 

 

 

  



 

 

Appendix 1 (continued) 

Summary of Internal Audit assignments completed in the period January-March 2020 
 

Internal Audit outputs: Audit opinion and commentary 

4. Enterprise Strategic Contract Partnership 

Internal Audit Opinion:   Reasonable assurance (Green-Amber) 

Audit recommendations: Red 0 Amber 1 Green 0 
 

This audit exercise was a high-level review designed to provide assurance on the adequacy and 

effectiveness of the Council’s arrangements in respect of progressing Programme of Work item 
001 – Enterprise Strategic Commercial Partnership (ESCP). 

At the Policy and Strategy Committee on 28 February 2019, approval was granted to “scope 
and explore options for an innovative new approach to delivery for a full range of interconnected 

property, community asset and infrastructure investments to ensure the council delivers on its 
shared ambition for inclusive growth and prosperity for the people and communities of North 
Lanarkshire”.  As a result of this approval, the ESCP programme was established.  An outline 

of the potential scope of the programme was provided to Committee in March 2019 and this was 
further developed in September 2019 when Committee approved the principles of those services 
to be taken forward as ‘in scope’. 

The ESCP is a project of considerable potential scale, complexity, uncertainty and which 
presents significant risks and challenges that require to be effectively managed.  The ESCP is 
at the development stage, with an Outline Business Case (OBC) currently being prepared for 
submission to Committee in March 2020. 

The audit work undertaken recognises that the ESCP is currently at a relatively early stage and, 
therefore, the scope of this review was limited to reviewing the programme’s current governance 
arrangements against corporate expectations and a good practice toolkit, prepared by Internal 

Audit from material from a range of sources, including the National Audit Office, HM Treasury 
and the Cabinet Office Infrastructure and Projects Authority (key questions from the toolkit are 
at Appendix 2).  The audit does not, and was not designed to, offer an opinion on the quality 

and/or robustness of the OBC and/or the merits or otherwise of possible options for progressing 
which the OBC may identify. 

Based on the results of our work, we have categorised this audit as offering ‘reasonable 
assurance’.  We are satisfied that the governance arrangements currently in place to progress 

the ESCP are adequate and appear robust and consider that the project is being managed in 
line with the council’s project management guidance and in a manner consistent with good 
practice.  We are also satisfied that the Project Board in place appears effective in providing 

oversight, challenge and direction and that financial control and risk management appears 
appropriately embedded in the governance of the project. 

We have identified one area where we consider that scope for improvement exists and where a 
recommendation has been made.  This relates to need for the potential scale and complexity of 

whatever the Council may decide to proceed with following consideration of the OBC to be fully 
reflected in future governance arrangements (including enhanced financial 
management/controls and risk management arrangements). 

The governance arrangements will require to be further developed if the project progress past 
the current developmental stage and further audit work on the ESCP will be included in the 
2020-21 Internal Audit Annual Plan if approval to proceed is granted by Committee. 

Satisfactory management responses have been received to the audit recommendations 
contained within the report. 

 

 

  



 

 

Appendix 1 (continued) 

Summary of Internal Audit assignments completed in the period January-March 2020 

 

Internal Audit outputs: Audit opinion and commentary 

5. Housing – new supply programme 

Internal Audit Opinion:   Reasonable assurance (Green-Amber) 

Audit recommendations: Red 0 Amber 2 Green 3  

This audit exercise was designed to review the progress made by the Council in implementing 

‘Programme of Work 13: New Supply Programme’.  The planned delivery of 5,000 affordable 
homes by 2035 constitutes a significant and challenging project for the Council, is closely linked 
to a number of other Programme of Work items and will form an important contribution to the 

achievement of a number of the Council’s wider ambitions and priorities.  The audit considered:  

 how well the Service is managing and progressing the Council ambition to deliver 5,000 new 

council homes by 2035; 

 whether the open market purchase scheme operated by the Council is delivering value for 
money and contributing effectively to the delivery of the Council’s housing ambitions;  

 how well the Council has aligned its strategic investment plans to deliver local priorities; and 

 the extent to which the Council is succeeding in engaging effectively with the Affordable 
Housing Supply Programme to maximise the level of resources obtained for North 

Lanarkshire 

Based on the results of our work, we have assessed the audit as providing ‘reasonable 
assurance’.  We are satisfied that the programme’s governance and project management 
arrangements are adequate and appear robust and generally consistent with good practice.  

Although there are a number of uncertainties and risks that require to be managed, the Service 
remains confident that the programme currently remains ‘on track’. 

We are satisfied that the Service has in place generally effective processes to ensure that the 

open market purchase scheme operated by the Council does represent value for money and is 
contributing effectively to the delivery of the Council’s housing ambitions. 

We also noted that the Council has prepared a Strategic Housing Investment Plan which sets 

out its affordable housing priorities for the period 2020-21 to 2024-25 that will contribute to 
meeting the priorities set out in the Local Housing Strategy and that activities under the ‘New 
supply’ programme appear to be consistent with both. 

We have, however, identified some areas where we consider scope for improvement exists and 

have made a small number of recommendations for management consideration/action.  The 
issues which we consider management require to address are detailed at Section 3 of the report 
and include: 

 arrangements for reporting to key stakeholders on the progress of the overall programme 

need to be improved; and 

 there is currently no separate detailed risk register for the Housing New Supply 

programme. 

Satisfactory management responses have been received to the audit recommendations 
contained within the report. 

 

  



 

 

Appendix 2 

Audit Gradings 

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 

Green Substantial 
Assurance 

There are minimal or minor control weaknesses that present 
low risk to the control environment.  The control environment 
has substantially operated as intended although some minor 

errors have been detected. Very few or no improvements are 
needed. 

Green-Amber 
Reasonable 

Assurance 

There are some control weaknesses that present a low to 
medium risk to the control environment.  The control 

environment has mainly operated as intended although errors 
have been detected.  Some improvements should be made. 

Amber-Red 
Limited 

Assurance 

There are significant control weaknesses that present 

medium to high risk to the control environment.  The control 
environment has not operated as intended.  Significant errors 
have been detected.  Substantial improvements should be 

made.  

Red 
No 

Assurance 

There are fundamental control weaknesses that present an 
unacceptable level of risk to the control environment.  The 
control environment has fundamentally broken down and is 

open to significant error or abuse.  Immediate and major 
changes need to be made. 

 

Organisational impact 

Major 
The weaknesses identified during the review have left the Council open to 
significant risk.  If the risk materialises it would have a major impact upon the 

organisation as a whole. 

Moderate 
The weaknesses identified during the review have left the Council open to 
medium risk.  If the risk materialises it would have a moderate impact upon the 

organisation as a whole. 

Minor 
The weaknesses identified during the review have left the Council open to low 
risk.  If the risk materialises it would have a minor impact upon the organisation 
as a whole. 

 

Recommendation priority 

Red 
Significant weaknesses which management needs to address and resolve 
immediately. 

Amber Weaknesses which require prompt but not immediate action by management. 

Green 
Less significant issues and/or areas for improvement which do not require 
immediate management action. 
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INTERNAL AUDIT REPORT 
 

MANAGEMENT OF STRATEGIC CHANGE 
 

Contents   

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

Appendix 1:   Audit grading   

Issued to: Chief Executive and Head of Business Solutions  Copied to: Executive Directors and Heads of 
Service (for information only) 

 

Headlines 

This audit exercise was a high-level review designed to provide assurance on the adequacy and effectiveness of 
the Council’s arrangements in respect of strategic change and follows on from a similar exercise in March 2019 
in which we assessed the Council’s arrangements against good practice checklists devised from relevant 
guidance issued by Audit Scotland and the National Audit Office. 

For this exercise, as well as reviewing the Council’s response to the issues raised by the previous Internal Audit 
report, we focused on the adequacy and effectiveness of the management arrangements put in place by the 
Council to progress the Plan for North Lanarkshire and its associated Programme of Work. 

At a strategic level, the Council’s We Aspire vision outlines the future direction of the Council and is supported by 
a strategic-level plan (the Plan) and a significant range of, often complex, programmes of work (PoW) designed 
to deliver against the Plan. 

The Council operates in an increasingly complex environment which presents significant challenges and risks.  
Plans and programmes require to be delivered whilst responding to challenging demographic trends, increased 
demands and greater public expectations and by a range of Scottish Government policies.  All of these issues 
require to be responded to within the context of ongoing financial challenges and reducing budgets.  Effectively 
managing strategic change is, therefore, fundamental, as any failure to do so is likely to have a significant impact 
on the Council’s ability to successfully deliver key services, remain financially stable, operate in accordance with 
expected standards of governance and/or achieve its wider ambitions and planned outcomes. 

Based on the results of our work, we have categorised this audit as offering ‘reasonable assurance’ as we are 
satisfied that the Council’s arrangements in respect of the management of strategic change appear generally 
adequate and effective.  We are pleased to note that management has already evaluated some aspects of the 
management arrangements surrounding the 2019 PoW and is currently preparing a revised PoW for 2020.  We 
also concluded that appropriate actions have generally been taken in response to issues raised in our previous 
report on this subject. 

Although the Council’s arrangements appear generally sound, we have identified a small number of areas for 
improvements which are detailed at Section 3 of this report.  These include: 

 Elected member oversight would benefit from the PoW being shorter and/or providing a clearer indication of 
the relative priority and/or significance of individual items; and 

 Improvements are required to reports submitted to committees in relation to individual PoW items, to enable 
elected members to more effectively monitor and challenge progress.  This should involve providing elected 
members with a clearer sense of progress against key timelines and milestones and more specific 
timescales for expected future actions (this point links to a recommendation made in a recent report on the 
management of projects in which we also identified the need for significant improvement in the mechanisms 
used for reporting to key stakeholders on the progress of key projects, many of which feature in the PoW). 

 

Internal Audit Opinion (see definition at Appendix 1) Reasonable assurance (Green-Amber) 

 

Organisational impact (see definition at Appendix 1) Moderate 

 

Report status FINAL Audit ref 0900/2020/006 Date issued 05/02/20 

Audit Team Lesley Armstrong (01698 302181), Paula Hendry and Elizabeth Sweeney 
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1.  Executive Summary 
 

Objectives 

This audit exercise was a high-level review designed to provide assurance on the adequacy and 
effectiveness of the Council’s arrangements in respect of strategic change.  In carrying out the work, we 
considered the adequacy and effectiveness of the management arrangements put in place by the Council to 
progress the Plan and the associated Programme of Work and the Council’s response to the issues raised by 
the Internal Audit report on Managing Strategic Change issued in March 2019. 

The review included identifying relevant update reports to confirm whether they were presented to the 
appropriate committee in line with the timetable reported to the Policy and Strategy Committee when the 
Programme of Work was approved in March 2019 and assessing a sample of these reports to consider the 
extent to which the PoW items have been progressed and whether they provide elected members with a 
clear sense of future direction, key timescales and milestones, when future updates will be provided and 
when key decisions will be required.  

This engagement has been conducted in accordance with the ‘Public Sector Internal Audit Standards’.  The 
Internal Audit section reports formally on conformance with these standards to the 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) 

No key areas requiring urgent management action have been identified. 

 

Good practice identified 

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

 Managing strategic change has been identified as a key corporate risk and the Corporate Management 
Team review this risk and how effectively it is being managed on a regular basis; 

 The Council has in place a strategic plan, the Plan for North Lanarkshire, to communicate priorities and 
provide a focus for activities and resources to ensure that employees and stakeholders work toward a 
shared ambition and challenges are addressed through integrated solutions; 

 The Plan for North Lanarkshire contains 25 high level ambition statements, which are aligned to the 
Council’s five priorities, and are supported by 75 PoW which aim to deliver upon the intentions outlined 
in The Plan; 

 The Programme of Work, which was approved by the Policy and Strategy Committee in March 2019, 
provides an indicative timetable mapping out when details on each PoW will be reported to committee 
meetings; and 

 Business Solutions have recently undertaken an evaluation of the 2019 Programme of Work to confirm 
whether reports were submitted to Committee in line with the timetable and whether they contained 
sufficient information in line with the original outline.  A report on the outcome of this evaluation, together 
with eight recommendations for improvement, was submitted to the Corporate Management Team in 
November 2019. 

 

Other areas for improvement (Amber) 

Two areas for improvement were identified as follows:  

 Elected member oversight would benefit from the PoW being shorter and/or providing a clearer indication 
of the relative priority and/or significance of individual items; and 

 Improvements are required to reports submitted to Committees in relation to individual PoW items, to 
enable elected members to more effectively monitor and challenge progress.  This should involve 
providing elected members with a clearer sense of progress against key timelines and milestones and 
more specific timescales for expected future actions. 
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3. Action Plan Management of Strategic Change  0900/2020/006 

 

Ref Finding 

1 Elected member oversight would benefit from the PoW being shorter and/or providing a clearer indication of the relative priority and/or significance of individual items. 

Business Solutions, in conjunction with Services, are currently undertaking a process to develop a revised PoW for 2020 which involves Heads of Service confirming whether the 2019 
PoW items are to be carried forward and included in the PoW for 2020.  We understand that this will be submitted for elected member consideration and approval in early 2020. 

We noted that the PoW currently contains 75 separate items, not all of which appear equally important to the achievement of the Council’s ambitions.  We consider that, going 
forward, the PoW would benefit from being shorter and/or providing a clear indication of the relative priority and/or significance of individual items. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

If the PoW is not adequately focussed on key 
strategic change projects, management 
attention may not be suitably focused on the 
most significant activities and/or the ability of 
key stakeholders to effectively monitor and 
scrutinise the programme may be impaired.  
This could lead to the inability to effectively 
manage the pace and scale of activity and/or 
change required to deliver the Council’s 
corporate objectives, priorities and ambitions in 
a timely and effective manner at a time of 
significant challenges. 

Management should, as part of finalising the 
PoW for 2020 onwards, ensure that 
consideration is given to whether individual 
items included are sufficiently significant, in 
relation to the Council’s corporate objectives, 
priorities and ambitions, to merit inclusion and, 
where this is the case, that the PoW more 
clearly indicates the relative priority and/or 
significance of the individual items. 

Amber Agree 

Katrina Hassell, Head of Business Solutions  

A development session was held with the Extended 
CMT on 17 December 2019.  This reviewed elements in 
the 2019 PoW and identified those to be carried forward 
to the 2020 PoW.  A rationale was discussed that day in 
terms of identifying items for inclusion in the PoW.  
Since the meeting, extensive 1:1 engagement has 
taken place with Heads of Service to further develop 
each of their PoW items and ensure they fit the 
rationale, and that it is clearly articulated what the PoW 
is and what is required to be reported to committee. 

Work is currently underway to collate all information into 
the final PoW for 2020 and beyond.  This includes 
alignment of programmes with not just a clear rationale 
but also the priorities in The Plan (following discussions 
with the Chief Executive).  This will be reported to CMT 
on 18 February 2020.  The recommendations from this 
audit will also be contained within this report to ensure 
Heads of Service are aware of their responsibilities in 
line with the corporate reporting requirements. 

 

March 2020 
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3. Action Plan (continued) Management of Strategic Change  0900/2020/006 
 

Ref Finding 

2 Improvements are required to reports submitted to Committees in relation to individual PoW items, to enable elected members to more effectively monitor and challenge 
progress.  This should involve providing elected members with a clearer sense of progress against key timelines and milestones and more specific timescales for 
expected future actions. 

Business Solutions have recently completed a quality control review which aimed to assess whether reports to committee on individual PoW items were timely and contained 
expected information in relation to the original outline and recently made recommendations for improvements to the process to CMT.  A report on the outcome of this evaluation, 
together with eight recommendations for improvement, was submitted to the CMT in November 2019.  We noted however that the evaluation did not address if PoW items were on 
track or, where appropriate, complete. 

We also undertook a detailed review of a sample of reports on PoW items submitted to committee and identified the following issues: 

 whilst the reports generally provided information on the progress of the PoW, some reports provided information which, although relevant to the subject matter, was not 
necessarily relevant to the specific PoW, making it difficult to confirm the actual progress of the related element.  Additionally, some reports provided insufficient detail to allow 
understanding on progress; 

 many of the reports do not provide a detailed timeline for progressing the PoW item setting out specific tasks, key milestones and target completion dates making it difficult to 
determine whether the PoW item is ‘on track’ or not.  Some PoW items involve projects which will be delivered over a longer-term and/or have long lead times and whilst we 
appreciate that it may be difficult to identify firm milestones and timescales at an early stage of a project, we consider that update reports should provide elected members with an 
overview of the individual stages of these projects and the expected timescales for completion of each stage; 

 many reports did not provide details of next/future key actions to enable elected members to monitor and challenge whether the PoW item is being progressed at an appropriate or 
expected pace;  

 there is scope for improvement in the ‘implications’ section of the reports.  The detail, relevance and adequacy of these sections varied across the reports reviewed.  We noted 
that the text was often vague, with some reports simply referring to other generic documentation, or that the implications would be considered at a later stage; 

 there is scope for improvement in the ‘measures of success’ section of the reports (also raised by Business Solutions report to CMT).  The reports we reviewed generally detailed 
how completion would be confirmed rather than what would be measured/assessed to ascertain if the action taken was successful in achieving the underling aim of the PoW; and 

 reports generally did not indicate whether the PoW element was ongoing or complete, and where it was ongoing, did not confirm when the next update report should be expected. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Key stakeholders may not 
be adequately informed of 
the progress of individual 
PoW items to enable them 
to effectively monitor and 
scrutinise key strategic 
change projects.  This 
could lead to the inability 
to effectively manage the 
pace and scale of activity 
and /or change required to 
deliver the Council’s 
corporate objectives, 
priorities and ambitions in 
a timely and effective 
manner at a time of 
significant challenges. 

Management should seek to ensure that future update reports to committee on 
individual PoW items provide elected members with a clearer sense of 
progress against key timelines and milestones and more specific timescales for 
expected future actions.  Reports should: 

 provide a brief overview of progress to date including whether the project is 
on-track or complete and when the next update to Committee will be 
delivered; 

 where possible, contain an indicative, high-level plan with specific tasks, key 
milestones and indicative completion timescales whilst detailing the 
next/future actions, which can be used as a basis for reporting progress in 
future update reports (and where not possible, provide an indication of when 
such a high-level plan might be expected); 

 provide more relevant and adequate information in the implications sections; 
and 

 contain more meaningful measures of success which confirm how the 
Service will determine whether the underlying aim of the PoW element has 
been achieved or not. 

Amber Agree 

Katrina Hassell, Head of Business Solutions 

Linked to actions agreed in respect of 
recommendation 2 of the recent Project 
Management audit, there is scope for a number 
of PoW items to be classified as projects, and 
therefore falling within the oversight and 
reporting arrangements currently being 
developed to address those recommendations. 

To avoid duplication and creation of a 
proliferation of new guidance and/or templates, 
further work will be undertaken to review both 
recommendations in tandem and identify the 
improvement actions required (and service 
responsibilities) in order to improve the quality of 
PoW reports to Committee. 

 

June 2020 
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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 

Green Substantial 
Assurance 

There are minimal or minor control weaknesses that present low risk to the 
control environment.  The control environment has substantially operated 
as intended although some minor errors have been detected. Very few or 
no improvements are needed. 

Green - Amber 
Reasonable 
Assurance 

There are some control weaknesses that present low to medium risk to the 
control environment.  The control environment has mainly operated as 
intended although errors have been detected.  Some improvements should 
be made. 

Amber - Red 
Limited 

Assurance 

There are significant control weaknesses that present medium to high risk 
to the control environment.  The control environment has not operated as 
intended.  Significant errors have been detected.  Substantial 
improvements should be made.  

Red 
No 

Assurance 

There are fundamental control weaknesses that present an unacceptable 
level of risk to the control environment.  The control environment has 
fundamentally broken down and is open to significant error or abuse.  
Immediate and major changes need to be made. 

 
 

Organisational impact 

Major 
The weaknesses identified during the review have left the Council open to significant risk.  If 
the risk materialises it would have a major impact upon the organisation as a whole. 

Moderate 
The weaknesses identified during the review have left the Council open to medium risk.  If 
the risk materialises it would have a moderate impact upon the organisation as a whole. 

Minor 
The weaknesses identified during the review have left the Council open to low risk.  If the 
risk materialises it would have a minor impact upon the organisation as a whole. 

 
 

Recommendation priority 

Red Significant weaknesses which management needs to address and resolve immediately. 

Amber Weaknesses which require prompt action by management. 

Green Less significant issues and/or areas for improvement which do not require immediate 
management action. 
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INTERNAL AUDIT REPORT 

 

CORPORATE GOVERNANCE - PRINCIPLES C AND D 

 

Contents   

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

Appendix 1:   Audit grading Appendix 2: Delivering Good Governance Principles C&D sub-principles 

Issued to: Head of Business Solutions  Copied to: Chief Executive and (once finalised) Executive 
Directors 

 

Headlines 

The purpose of this review was to provide assurance on the adequacy and effectiveness of the Council’s 
arrangements for ensuring that it complies with Principles C and D of the CIPFA/SOLACE Delivering Good 
Governance Framework which relate to defining outcomes in terms of sustainable economic, social and 
environmental benefits and determining the interventions necessary to achieve the intended outcomes. This 
review included detailed consideration of the Council’s governance, management and operational 
arrangements against the sub-principles of Principles C and D which are detailed in Appendix 2 of this report. 

Based on the results of work undertaken, together with our wider knowledge gained from a range of other 
relevant Internal Audit work, we consider that the Council’s corporate governance arrangements in relation to 
the areas examined are adequate and generally appear to have operated effectively.  We have, therefore, 
assessed the audit as providing ‘Reasonable Assurance’. 

We have identified two areas where we consider scope for improvement exists and have made 
recommendations.  We consider that it is important that proposed arrangements for the Council’s planned 
self-evaluation exercise against the governance framework are adopted and progressed in an effective and 
timely manner.  In addition, whilst we were pleased to note that the issues raised in our last report on 
Corporate Governance (March 2019) which focused on Principles A and B have been significantly 
addressed, there is scope for improving arrangements around the monitoring and review of Service’s gifts 
and hospitality registers. 

There are a number of specific areas relevant to some sub-principles of Principles C and D where this audit 
has documented and considered high level arrangements but where more detailed in-depth audit work is 
currently underway.  This includes arrangements relating to the Council’s engagement with internal and 
external stakeholders to inform decision making and the Council’s use of performance indicators.  More 
detailed assessment of the adequacy and effectiveness of the Council’s arrangements in these two specific 
areas will be reported separately, when this work is completed, to the Audit and Scrutiny Panel in June whilst 
also highlighting any areas for improvement identified. 

 

Internal Audit Opinion  (see definition at Appendix 1) Reasonable assurance (Green-Amber) 

 

Organisational impact  (see definition at Appendix 1) Moderate 

 

Report status FINAL Audit ref 0900/2020/007 Date issued 27/02/20 

Audit Team Elaine MacDonald (01698 302184), Paula Hendry and Hugh Shevlin 

 

 



 

I:\Data\INTERNAL AUDIT\2019-20\CORPORATE (0900)\Corporate  Governance Principles C & D\A. Reports and Subsequent CorrespondenceNew folder\final report as issued.doc 2 

1.  Executive Summary 
 

Objectives 

The purpose of this review was to provide assurance on the adequacy and effectiveness of the Council’s 
arrangements for ensuring that it complies with Principles C and D of the CIPFA/SOLACE Delivering Good 
Governance Framework which relate to defining outcomes in terms of sustainable economic, social and 
environmental benefits and determining the interventions necessary to achieve the intended outcomes. This 
review included detailed consideration of the Council’s governance, management and operational 
arrangements against the sub-principles of Principles C and D which are detailed in Appendix 2 of this report. 

The exercise involved Internal Audit’s assessment of the Council’s arrangements after due consideration of 
Council policies, procedures and practices against examples of evidence cited in the Good Governance 
Framework including identifying gaps or areas where further action may be required. 

We also considered how well the Council has responded to issues raised in our report last year on the 
adequacy and effectiveness of the Council’s arrangements for ensuring that it complies with Principles A and 
B of the Framework which relate to arrangements in respect of ethics and compliance with the law (Principle 
A) and communication, consultation and engagement with stakeholders (Principle B). 

This engagement has been conducted in accordance with the ‘Public Sector Internal Audit Standards’.  The 
Internal Audit section reports formally on conformance with these standards to the 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) 

No key areas requiring urgent management action have been identified. 

 

Good practice identified 

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

 The Council has in place a range of management arrangements, guidance and supporting 
documentation which are consistent with good practice and embrace the principles of the Good 
Governance Framework (Principle C and D) including: 

o the Plan for North Lanarkshire (including the Strategic Performance Framework), and the associated 
Strategic Policy Framework and Programme of Work; 

o a Corporate Communication Strategy and Communication Plan; 

o a Risk Management Strategy and Corporate Risk Register; 

o a Financial Strategy which is supported by the Capital Strategy, Treasury Management Strategy, 
Revenue Budget Strategy, and the Medium Term Financial Plan; and 

o a Scheme of Administration with agreed Committee timetable and membership and also a Scheme of 
Delegation to Officers. 

 Involvement with relevant partnerships including the North Lanarkshire Partnership and the Integration 
Joint  Board to promote identification of local needs and jointly agreeing best action and priorities to 
meet these needs. 

 

Other areas for improvement (Amber) 

An area for improvement were also identified: 

 Management needs to ensure that plans which are currently being finalised to undertake a self-
evaluation of the Council’s arrangements against the Code are implemented in sufficient time to allow the 
assessment to inform the preparation of the 2019-20 Annual Governance Statement. 

 Registers of gifts and hospitality for employees are not being subject to periodic review for 
appropriateness and to identify any patterns/trends that may require additional management action. 
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3. Action Plan Corporate Governance - Principles C and D  0900/2020/007 

 

Ref Finding 

1 Management needs to ensure that plans which are currently being finalised to undertake a self-evaluation of the Council’s arrangements against the 
Code are implemented in sufficient time to allow the assessment to inform the preparation of the 2019-20 Annual Governance Statement. 

The Delivering Good Governance in Local Government Framework 2016 suggests that a local test or review of assurance should be carried out.  Senior 
management last undertook such a formal assessment in 2016. 

In our last report on Corporate Governance (issued March 2019), which focussed on Principles A and B of the Good Governance Framework, we recommended 
that management should ensure more up-to-date self-assessments against the relevant corporate governance framework are periodically undertaken.   

We were pleased to note that proposals for a strategic governance framework was presented to CMT in January 2020 and is due to be presented for approval by 
elected members at the February meeting of the Audit and Scrutiny Panel.  Set out within this framework is the intention for Business Solutions, in conjunction with 
Services, to assess how well the elements and mechanisms contained within this framework meet the principles of the good governance code. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Management may fail to 
accurately assess 
compliance with expected 
corporate governance 
principles and/or fail to 
identify and progress 
improvement actions 
impacting on the adequacy 
and effectiveness of the 
Council’s corporate 
governance and/or 
undermining the robustness 
of the Annual Governance 
Statement. 

The Head of Business Solutions should ensure, on approval of 
the strategic governance framework by the Audit and Scrutiny 
Panel, that:  

(1) a formal self-assessment against the good governance 
principles is undertaken in sufficient time to allow an 
assessment of the adequacy and effectiveness of the 
Council’s corporate governance arrangements to inform the 
preparation of the 2019-20 Annual Governance Statement; 

(2) improvement actions identified are adequately recorded, 
allocated to a responsible officer with an appropriate 
implementation date and that progress of these are 
thereafter monitored and reported on; and 

(3) a timetable for future periodic self-assessments is 
established and adhered to. 

Amber Agree 

Katrina Hassell 
Head of Business Solutions 

 

The formal assessment of the Strategic 
Governance Framework is incorporated 
into the Strategic Self Evaluation 
Framework which was the subject of a 
report to CMT in January 2020.  CMT 
approved the content of the report and 
outlined a 12 week process for 
self-evaluation, commencing in March 
2020.  A CMT consensus session is 
scheduled for May 2020.  The 
governance framework will be subject to 
annual review through this process.  Any 
improvement actions arising from the 
self-assessment will be adequately 
recorded, allocated to a responsible 
officer with an appropriate 
implementation date and progress of 
such actions will be monitored and 
reported on.  

 

March – June 
2020 

 



 

I:\Data\INTERNAL AUDIT\2019-20\CORPORATE (0900)\Corporate  Governance Principles C & D\A. Reports and Subsequent CorrespondenceNew folder\final report as issued.doc 4 

 
 

3. Action Plan (continued) Corporate Governance - Principles C and D 0900/2020/007 

 

Ref Finding 

2 Registers of gifts and hospitality for employees are not being subject to periodic review for appropriateness and to identify any patterns/trends that 
may require additional management action. 

In our last report on Corporate Governance (issued March 2019) which focussed on Principles A and B or the Good Governance Framework we recommended 
that regular periodic reviews of registers of gifts and hospitality should be conducted with a view to identifying any potential issues and/or areas of concern that 
may require additional management action.  Management committed to undertaking such reviews on a six-monthly basis commencing in April 2019. 

Whilst some activity has been undertaken in the form of reminding all staff of the need to complete an online training module regarding conflicts of interest 
(including gifts and hospitality), no six-monthly reviews of the registers of gifts and hospitality have yet been undertaken.  Responsibility for this has now been 
transferred to the Business Solutions team, who going forward will review completed registers and assess them for trends and areas for improvement, reporting 
thereafter to CMT.  We understand the first report is expected in March 2020. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Management may not have an 
appropriate understanding or 
overview of any potential issues 
or concerns in relation to gifts 
and hospitality. 

The Head of Business Solutions should 
ensure six monthly reviews of services’ 
registers of gifts and hospitality are 
commenced and any trends and/or issues 
of concern are highlighted to CMT to 
enable them to be addressed in an 
appropriate and timely manner. 

Amber Agree 

Katrina Hassell 
Head of Business Solutions 
 

New processes for registering conflicts of interest and gifts 
and hospitality were implemented in April 2019.  Briefing 
notes were issued, Connect site (intranet) updated and 
information was contained within the Team Brief with 
Managers asked to cascade details on behalf on CMT. 

As detailed in the briefing note to CMT, a 6-montly review 
programme for conflicts of interest and gifts and hospitality 
was implemented.  The first review was for conflicts of 
interest only with gifts and hospitality added for the review 
being undertaken at present.  The outcome of this review 
will be reported to CMT during March 2020. 

 

March 2020 
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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 

Green Substantial 
Assurance 

There are minimal or minor control weaknesses that present low risk to the 
control environment.  The control environment has substantially operated 
as intended although some minor errors have been detected. Very few or 
no improvements are needed. 

 Green - Amber 
Reasonable 
Assurance 

There are some control weaknesses that present low to medium risk to the 
control environment.  The control environment has mainly operated as 
intended although errors have been detected.  Some improvements should 
be made. 

Amber - Red 
Limited 

Assurance 

There are significant control weaknesses that present medium to high risk 
to the control environment.  The control environment has not operated as 
intended.  Significant errors have been detected.  Substantial 
improvements should be made.  

Red 
No 

Assurance 

There are fundamental control weaknesses that present an unacceptable 
level of risk to the control environment.  The control environment has 
fundamentally broken down and is open to significant error or abuse.  
Immediate and major changes need to be made. 

 
 

Organisational impact 

Major 
The weaknesses identified during the review have left the Council open to significant risk.  If 
the risk materialises it would have a major impact upon the organisation as a whole. 

Moderate 
The weaknesses identified during the review have left the Council open to medium risk.  If 
the risk materialises it would have a moderate impact upon the organisation as a whole. 

Minor 
The weaknesses identified during the review have left the Council open to low risk.  If the 
risk materialises it would have a minor impact upon the organisation as a whole. 

 
 

Recommendation priority 

Red Significant weaknesses which management needs to address and resolve immediately. 

Amber Weaknesses which require prompt but not immediate action by management. 

Green Less significant issues and/or areas for improvement which do not require immediate 
management action. 
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Appendix 2 - Delivering Good Governance 

 

Principle C: Defining outcomes in terms of sustainable economic, social and environmental 
benefits 

 

Sub-principles 

1. Defining outcomes 

 Having a clear vision, which is an agreed formal statement of the organisations purpose and intended 
outcomes containing appropriate performance indicators, which provide the basis of the organisation’s 
overall strategy, planning and other decisions. 

 Specifying the intended impact on, or changes for, stakeholders, including citizens and service users. It 
could be immediately or over the course of a year or longer. 

 Delivering defined outcomes on a sustainable basis within the resources that will be available. 

 Identifying and managing risks to the achievement of outcomes 

 Managing service users’ expectations effectively with regard to determining priorities and making the best 
use of the resources available. 

2. Sustainable economic, social and environmental benefits 

 Considering and balancing the combined economic, social and environmental impact of policies and 
plans when taking decisions about service provision. 

 Taking a longer term view with regard to decision making, taking account of risk and acting transparently 
where there are potential conflicts between the organisation’s intended outcomes and short term factors 
such as the political cycle or financial constraints. 

 Determining the wider public interest associated with balancing conflicting interest between achieving the 
various economic, social and environmental benefits, through consultation where possible, in order to 
ensure appropriate trade-offs.  

 Ensuring fair access to services. 
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Appendix 2 - Delivering Good Governance (continued) 

 

Principle D: Determining the interventions necessary to optimise the achievement of the 
intended outcomes  

 

Sub-principles 

1. Determining interventions   

 Ensuring decision makers receive objective and rigorous analysis of a variety of options indicating how 
intended outcomes would be achieved and associated risks. Therefore ensuring best value is achieved 
however services are provided.  

 Considering feedback from citizens and service users when making decisions about service 
improvements or where services are no longer required in order to prioritise competing demands within 
limited resources available including people, skills, land and assets and bearing in mind future impacts.  

2. Planning interventions  

 Establishing and implementing robust planning and control cycles that cover strategic and operational 
plans, priorities and targets. 

 Engaging with internal and external stakeholders in determining how services and other courses of action 
should be planned and delivered. 

 Considering and monitoring risks facing each partner when working collaboratively, including shared 
risks. 

 Ensuring arrangements are flexible and agile so that the mechanisms for delivering goods and services 
can be adapted to changing circumstances. 

 Establishing key performance indicators (KPIs) as part of the planning process in order to identify how 
the performance of services and projects is to be measured.  

 Ensuring capacity exists to generate the information required to review service quality regularly. 

 Preparing budgets in accordance with objectives, strategies and the medium term financial plan. 

 Informing medium and long term resource planning by drawing up realistic estimates of revenue and 
capital expenditure aimed at developing a sustainable funding strategy. 

3. Optimising achievement of intended outcomes   

 Ensuring the medium term financial strategy integrates and balances service priorities, affordability and 
other resource constraints.  

 Ensuring the budgeting process is all-inclusive, taking into account the full cost of operations over the 
medium and longer term. 

 Ensuring the medium term financial strategy sets the context for ongoing decisions on significant delivery 
issues or responses to changes in the external environment that may arise during the budgetary period in 
order for outcomes to be achieved while optimising resource usage. 

 Ensuring the achievement of ‘social value’ through service planning and commissioning. 
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INTERNAL AUDIT REPORT 

 

CREDITORS 

 

Contents   

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

Appendix 1:   Audit grading  

Issued to:  Head of Financial Solutions, Head of Asset and Procurement 

Copied to: Incomes Manager, Chief Executive, Executive Directors and  Heads of Service 

 

Headlines 

This audit was a high-level review designed to assess the adequacy and effectiveness of selected controls 
associated with the Council’s purchasing/ordering systems, compliance with relevant key procurement 
requirements and the payment of creditors.  The particular focus of this exercise was on key controls in respect 
of the processing of invoices for payment and that appropriate competitive processes have been followed. With 
regard to the latter, this review confirmed whether appropriate competitive processes were used in relation to the 
sample selected but did not include detailed review or re-performance of the individual tendering processes 
followed.   

It should be noted that although much of the focus of this audit was on core systems and processes which are 
the responsibility of Financial Solutions, the Council has a devolved operating model for procurement activity and 
Chief Officers are therefore responsible for ensuring their Service areas adhere to the corporate expectations 
around purchasing/ordering and payment of creditors. 

Our previous work in this area has generally assessed the Creditors function as being well-controlled.  The results 
of this audit suggested some aspects of the current control environment were similarly well controlled with 
appropriate competitive processes generally used in the sample cases reviewed and there were clear examples 
across the Council of the corporate expectations regarding key procurement processes to enable the payment of 
creditors being complied with.  We have, however, identified a number of areas where we consider the control 
environment is currently not robust and/or operating effectively and requires urgent management attention and 
we have, accordingly, categorised this audit as offering only limited assurance with significant risks to the 
effectiveness of the control environment and substantial improvements required. 

The issues which we consider management require to address are as detailed in Section 3 of the report, the most 
significant of these include: 

 Controls surrounding some key aspects of the system for processing and paying invoices are inadequate 
increasing the Council’s risk exposure to fraud and error; 

 non-PECOS invoices were not always authorised for payment by individuals who had delegated authority to 
authorise such payments; 

 An apparent ‘systems glitch’ allowed an order to be submitted to a supplier prior to it being authorised and 
this requires to be understood and addressed; and 

 Management needs to review how it gains assurance that Services are complying with the Council’s relevant 
key corporate expectations. 

 

Internal Audit Opinion (see definition at Appendix 1) Limited assurance (Amber-Red) 

 

Organisational impact  (see definition at Appendix 1) Moderate 

 

Report status FINAL Audit ref 0220/2020/002 Date issued 11/03/20 

Audit Team Elaine MacDonald (01698 302184), Paula Hendry, Jackie Struthers 
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1.  Executive Summary 
 

Objectives 

This was a high level review designed to assess the adequacy and effectiveness of selected controls associated 
with the Council’s purchasing/ordering systems, compliance with relevant key procurement requirements and the 
payment of creditors.  

The review considered whether the Council’s arrangements are adequate and/or effective and result in: 

 Payment being made only for goods and services which have been properly ordered /received; 

 Only authorised and correct payments being made; 

 Goods and services being procured using the appropriate competitive processes; and 

 Transactions being properly and accurately recorded in the Council’s general ledger. 

Controls were tested using samples of payments (1) under £5000 and (2) payments over £5000 made over a six 
month period. 

The audit is not intended to be a detailed review of compliance with the Council’s CSO’s.  The review will evidence 
that appropriate competitive processes were used in relation to the sample selected but the audit will not include a 
detained review and/or re-performance of the tendering processes followed. 

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

 

2.  Findings and Recommendations 
 

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

Red Amber Green 

2 2 2 

 

Key areas requiring management action (Red) 

The following key areas requiring urgent management action have been identified: 

 Controls surrounding some key aspects of the system for processing and paying invoices are inadequate 
increasing the Council’s risk exposure to fraud and error; and 

 Non-PECOS Invoices were not always authorised for payment by individuals who had delegated authority to 
authorise such payments. 

 

Good practice identified 

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

 The General Contract Standing Orders sets out the rules and procedures that apply relating to supplies, the 
provision of services and the execution of works; 

 Orders placed via the PECOS purchasing system are subject to robust system imposed controls including 
appropriate segregation of duties and the application of a hierarchy of authority limits to raise orders/approve 
invoices; 

 Where manual orders are raised, the price, quantity and description from the invoices are reconciled to orders, 
and where appropriate goods received notes, prior to being passed for payment; and 

 Relevant account codes and cost centres charged in the financial ledger are appropriate in relation to the 
goods/services purchased. 

 

Other areas for improvement (Amber) 

A number of other area for improvement was also identified:  

 Management needs to review how it gains assurance that Services are complying with the Council’s relevant 
key corporate expectations; and 

 An apparent ‘systems glitch’ allowed an order to be submitted to a supplier prior to it being authorised and 
this requires to be understood and addressed. 
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3. Action Plan Creditors  0220/2020/002 

 

Ref Finding 

1 Controls surrounding some key aspects of the system for processing and paying invoices are inadequate increasing the Council’s risk exposure to fraud and error. 

The previous control environment for processing invoices for PECOS orders involved the invoice being matched with the purchase orders/goods received notes held on PECOS via 
an interface to e-financials (POP module).  If the information from both systems did not agree (within certain parameters) then the invoice would not be matched to an appropriately 
authorised order and could not be passed for payment.  However, the interface between PECOS and e-financials ceased in February 2018 as it was no longer supported.  A new 
interface was expected to be developed within a few months of the ‘switch off’ of previous arrangements, however the replacement interface is currently not yet operational. 

In the absence of this link between the two systems, a manual check was introduced whereby a supervisor within the Creditor’s team checked the PECOS system to agree the value 
of each invoice to the order and confirm the goods/services had been receipted on PECOS before processing the invoice for payment.  This manual intervention as well as being 
inherently less accurate than an automated system is significantly less efficient and has had a significant impact on the processing time of invoices.  The creditors section operate to 
a target of paying 95% of invoices on time, however, at November 2019 the Council were paying only 87.6% of invoices on time. 

In order to combat the processing times, in January 2020 instruction was issued by the Creditors Team Leader to PECOS requisitioners requesting that the above manual check be 
undertaken by an appropriately authorised signatory within the Service and the batch header signed to evidence this check had been done which would then enable creditors to 
process the invoice for payment. 

Internal Audit considers that the control environment is significantly weakened by these interim arrangements which do not appear to have been formally communicated to all officers 
with delegated authority for authorising invoices. 

With regards development of a new interface and re-introduction of automated controls built into the relevant financial systems, we noted that there appear to be no clearly documented 
plan of what is required, who is responsible or planned timescales for completion. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Expenditure may not be 
properly incurred. 

Increased potential risk of 
fraud and/or error and that 
these would not be identified 
in a timely manner. 

The Head of Financial Solutions, in 
conjunction with the Head of Asset and 
Procurement Solutions should, as a matter of 
urgency: 

(1) review the current control environment 
and ensure appropriate preventative and 
detective controls are put in place in 
relation to mitigating the risks which arise 
from the contorl weaknesses identified by 
Internal Audit;  

(2) clearly communicate revised 
arrangements for the processing of 
invoices relating to PECOS orders to all 
Services; and 

(3) develp a detailed action plan for the 
interface between efinancials and 
PECOS ensuring required actions are 
clearly documented, responsible officers 
assigned with target completion dates 
and a mechanism to track and monitor 
progress. 

Red  Partially Agree 

Paul Doherty, Incomes Manager 

Re (1) and (2) 

In the absence of an automated solution linking PECOS to eFinancials, 
management has considered the control environment and will continue 
to request that authorised batch headers are submitted by Services.  
However, to ensure financial regulation 12.4 is fully complied with, 
changes will be implemented in relation to the batch header 
authorisation process, as detailed in action plan point 2 below.  Revised 
guidance on arrangements for the processing of invoices relating to 
PECOS orders will be issued to all PECOS users. 

Re (3) 

Work on the interface between PECOS and eFinancials has been 
ongoing and is now close to completion.  Following a management 
change within the Creditors Team, meetings have taken place and a 
detailed action plan is being developed to meet all necessary 
requirements.     

 

 

 

April 2020 

 

 

 

 

 

 

May 2020 
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3. Action Plan (continued) Creditors 0220/2020/002 

 

Ref Finding 

2 Non-PECOS invoices were not always authorised for payment by individuals who had delegated authority to authorise such payments. 

The Council’s financial processes are predicated on the requirement for transactions to be authorised by staff who have been given the delegated authority to do so.  The details of 
who can authorise what sort of transactions and up to what limits are determined by management and recorded on the authorised signatory database. 

Our last report on Creditors (June 2019) reported that a number of non-PECOS related invoices had not been individually signed to certify that the goods/services were as ordered, 
payment was properly due under the terms of any contract and that prices and all arithmetic details were correct as required by the Council’s financial regulations (para 12.4).  We 

also identified instances of invoices where the authorising officer was not listed on the authorised signatory database. In response to this previous audit finding management issued 

a communication to Services reminding them of their responsibilities regarding authorisation payment of invoices.   

During this current review, within the sample of invoices selected, we again identified a number of invoices that were not appropriately authorised.  Given this, we consider that the 
reminder previously issued to staff has clearly not had the required impact as no significant improvement has been noted. 

In addition we also consider that there continues to be some ambiguity within Services in respect of the respective roles and requirements surrounding the authorisation of individual 
invoices and the authorisation of batches.  Internal Audit considers that in considering the above finding the roles and requirements surrounding invoices and batching should also 
be reviewed and clarified to staff. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

If invoices are not certified 
by relevant authorised 
signatories prior to 
payment delegated 
financial control may not 
be operating as intended, 
expenditure may not be 
properly incurred. 

Given the  limited impact previous reminders appear to have had, 
as evidenced by the continued non-compliance by Services, the 
Head of Financial Solutions should ensure that: 

(1) consideration is given to what further action might be taken 
to ensure that all non-PECOS invoices passed to Creditors 
for payment have been appropriately authorised.   

Action might include creditors’ staff checking invoices to 
confirm they have been signed with spot checks on a sample 
basis to confirm authorisation is within delegated authority 
and/or returning unauthorised invoices/batches to the 
relevant Service to enable individual invoices to be 
appropriately certified prior to payment; and 

(2) current requirements for authorising invoices and batches are 
reviewed and amended as appropriate with clear guidance 
created and thereafter communicated to Services as to the 
corporate expectations for signing individual invoices and 
batches ensuring the purpose of each ‘signature’ is clearly 
referenced and the requirements of paragraph 12.4 of the 
Financial Regulations are complied with. 

Red Partially Agree  

Paul Doherty, Incomes Manager 

It is management’s view that the financial regulations 
and the associated batch authorisation process 
provide sufficient control to mitigate the risks 
associated with this process.  

By signing the batch header for non-PECOS invoices 
the authorised signatory is providing certification for 
each invoice within the batch that the requirements 
of financial regulation 12.4 have been met.    

However, consideration has been given to what 
further action might be taken to improve this and 
ensure that non-PECOS invoices passed to 
Creditors for payment have been appropriately 
authorised.  Batch headers will be amended to 
explicitly state what the signatory is authorising to 
ensure there is no ambiguity.  Financial regulation 
12.4 will also be amended to ensure it is clear in this 
regard and updated guidance will be issued to 
Services to ensure there is no ambiguity in the 
revised process. 

 

April 2020 
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3. Action Plan (continued) Creditors 0220/2020/002 

 

Ref Finding 

3 An apparent ‘systems glitch’ allowed an order to be submitted to a supplier prior to it being authorised and this requires to be understood and addressed. 

PECOS operates on the basis of approval plans which document the individuals within each service area or team who have been set up as requisitioners and approvers.   Each 
approver has a different financial limit which is set up within PECOS and is also documented on the approval plan. Using the information within the approval plan, PECOS automatically 
sends orders to the officer who has the relevant financial limit for authorisation. The controls within the PECOS system are such that only where an order is authorised by a designated 
approver should it be processed by the system and issued to the supplier. 

We identified that one PECOS order in our sample had been issued to the supplier without the necessary authorisation being obtained.   We understand this error occurred due to a 
failure of the system to properly recognise a deactivated approval level and refer the order to the next level within the approval plan for authorisation prior to issue.  

Corporate Procurement have now investigated this anomaly and it was confirmed that there were no further approval plans with the same error condition.  Steps have now been 
taken to update the affected plan meaning this situation should not occur again for this Service area/team.  Had our sample testing not included this case, the system error would 
have remained unidentified and Corporate Procurement advised that at present there are no mechanisms in place to monitor the incidence of any such approval plan ‘glitches’ and 
therefore there can be no guarantee that a system ‘glitch’ will not occur again. 

We are satisfied that the specific circumstances which appear to have led to this ‘system glitch’ and the subsequent impact on the control environment are probably unusual and 
therefore, any future re-occurrence Is unlikely to be frequent; however, we consider that the Service needs to consider how it will identify any resulting risk exposure in order to 
determine whether any further management actions may become necessary if the issue becomes more common. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

If procurement systems 
do not operate as 
intended there is 
increased risk that the 
control environment upon 
which the Council places 
reliance may be 
inadequate and increases 
the risk of fraud and/or 
error. 

The Head of Asset and Procurement Solutions 
should: 

(1) liaise with the supplier of the PECOS system 
to determine the root cause of the problem and 
whether this can be readily and cost-effectively 
rectified; and if not then 

(2) ensure that the Service considers how it will 
identify and monitor any future resulting risk 
exposure arising from this apparent ‘systems 
glitch’ in order to be in a position to take further 
management actions if the issue becomes 
more common and/or the risk exposure 
increases. 

Amber Agree 

Audrey Telfer, Category Manager (ICT & Digital) 

We agree that this finding presents a risk to the organisation where a 
purchase order is issued to a Supplier without the authorisation of a 
Council Officer.   

We have investigated this with the PECOS Technical Support Team 
and have identified it as being an isolated incident, with the route cause 
not being easily determined, but potentially being caused by a 
deactivated authorisation level on a Team Approval Plan and indeed 
not every order processed through this plan was affected.   

We will monitor the situation and in the event that this rare “system 
glitch” should occur again, we will take action to build new Approval 
Plans where required and discontinue with the process of de-activating 
approval levels in existing plans to eradicate this risk. 

 

Ongoing monitoring  
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3. Action Plan (continued) Creditors 0220/2020/002 

 

Ref Finding 

4 Management needs to review how it gains assurance that Services are complying with the Council’s relevant key corporate expectations. 

We identified a range of issues which indicate failures to comply with some key procurement expectations as set out, for example, in the Councils CSO’s and Financial Regulations. 
These include:  

 the award of a contract for professional services in excess of the £50,000 threshold by Asset and Procurement Solutions which did not comply with the requriements of the CSO’s.  
We understand that the original contractor, appoined via a framework operated by Scotland Excel, could not deliver the agreed service which was time critcal to the overall project.  
CSO9 details arrangements for a negotiated tendering process which requies approval by the Chief Executive and/or Executive Director when the situation is deemed to be 
extremely urgent and a subsequent report presented to committee explaining the circumstances and justification for the use of this standing order. These condiions were not 
applied by the Service;  

 instances where no register of quotations for servcies/supplies procured between £5,000 and £50,000 were held; and 

 despite CSO 3.14(ii) stating ‘that all such supplies, works and services, the value of which is below the threshold of £5,000, must be ordered using the Council’s official purchase 
order form or the PECOS or other Council approved e-Procurement system (unless otherwise exempt by the Council’s certified payment process)’ we idenified a number of 
instances where purchase orders had not been completed.  Explanations provided including it being historic practice not to raise orders or the supplier not being available via 
PECOS. 

Although a range of performance information is currently gathered by Financial Solutions (in respect of creditors processing) and Asset and Procurement Solutions (in respect of 
procurement), neither Services’ performance management frameworks allow management to readily assess compliance.  Whilst Internal Audit can provide periodic independent 
assurance on compliance via audits such as this, management should not be relying on such work and needs to consider how best it might gain more regular assurance on the 
extent of compliance with key corporate expectations. 

Implication Recommendation Priority 

The Council may fail to demonstrate that best value is being 
secured by its procurement processes. 

Increased potential risk of fraud and/or error and that these 
would not be identified in a timely manner. 

The Heads of Asset and Procurement Solutions and Financial Solutions should review how 
management gains assurance on the extent of compliance with key corporate expectations. 

This might include introducing appropriate compliance checks, on a proportionate and risk 
based basis, to verify that the corporate expectations regarding procurement activity and 
creditors processing are being adhered to. 

Amber 

See next page for management response 
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3. Action Plan (continued) Creditors 0220/2020/002 

 

Ref Management response 
Implementation 

Month/Year 

4 
ctd 

Asset and Procurement Solutions 

Agree 

Audrey Telfer, Category Manager (ICT & Digital)  - Procurement advisory 
Corporate Procurement Working Group – Compliance monitoring 

The Head of Asset & Procurement Solutions will remind Services of the following expectations for: 

 The conditions of use of the Negotiated Tendering Procedure in terms of approval, reporting & justification for Goods and Services above £50k and for 
Works above £500k. 

 Registers of Quotations to be kept by Chief Officers in Services as stated in Contract Standing Order 3.2.4 for all contract awards authorised by them for 
Goods & Services between £5k-£50k and £5k-£500k for Works.  This will ensure that they can be presented if required at future Audits.   

 The procurement of Goods, Services & Works below £5k should be made by procesisng a purchase order using Pecos or other Council approved e-
Procurement Systems.  

A Procurement Advisory will be issued by Asset & Procurement Solutions. 

With regards negotiated tender processes, we have an existing Corporate procedure in place for the submission, recording and monitoring of Negotiated Tender 
Requests and procedural compliance and this is reported to each meeting of the Corporate Procurement Working Group. 

In terms of compliance checks for low value transactional procurement activity, in the Council’s current devolved operating model for procurement activity, the 
Head of Asset & Procurement Solutions only has visibility of contract award procedures above £50k for Supplies & Services & above £500k for works.  Given 
the devolved model, Services are responsible for their procurement activity and as such the Corporate Procurement Working Group (CPWG), which has 
representation from all Services, will consider the issue and determine how best compliance can be monitored, with an appropriate mechanism introduced 
thereafter.  

 

Financial Solutions 

Agree 

Paul Doherty, Incomes Manager 

Financial Solutions will reintroduce a compliance check on the failure rate of Services to present invoices for payment in accordance with the relevant Financial 
Regulations.  This information will be made available to Services as required to assist with performance management and training needs.  

 

 

June 2020 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

May 2020 
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3. Action Plan (continued) Creditors 0220/2020/002 

 

Ref Finding 

5 Some compliance issues were identified which Services need to bring to the attention of relevant staff and ensure are addressed. 

From our sample of non-PECOS orders we noted: 

 some instances where the orders had not been adequately authorised, either because the authoriser was not listed on the authorised signatory database, the order was not 
signed or the value authorised was in excess of the approvers delegate limit; and 

 lack of segregation of duties between order and invoice authorisation in some cases. 

Other observations regarding orders raised regardless of mechanism (i.e. PECOS or non-PECOS) include: 

 instances of overly abbreviated descriptions of the item(s) being purchased; 

 instances of the incorrect quantity and/or unit prices being stated; 

 significant time delay in raising retrospective orders with no explanation for this being recorded; and 

 a lack of awareness and/or clarity for Services as to whether an order requires to be raised or not for non-standard transactions e.g. membership fees, supplier not on PECOS. 

We consider that whilst there is a range of guidance and toolkits available to Services when procurement activity involves a tendering process and award of contract there is scope 
for a high-level user-friendly/quick reference guide to be developed to inform and assist staff on key aspects of the ordering, receipting and invoicing expectations for day-to-day low 
level spend. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Failure to comply 
with expected 
procedures creates 
increased risks that 
the Council could 
pay for goods, 
services or works 
which have not been 
received or pay 
amounts which are 
not properly due or 
secure best value. 

The Head of Asset 
and Procurement 
Solutions should 
consider developing a 
high level user-
friendly/quick 
reference guide for 
staff setting out key 
corporate 
expectations in 
respect of ordering, 
receipting of 
goods/services and 
invoicing for day-to-
day low level spend. 

Green Partially Agree 

Audrey Telfer, Category Manager (ICT & Digital)  - Procurement advisory 
Corporate Procurement Working Group – Compliance monitoring 

In respect of non-Pecos orders and taking cognisance of the Council’s devolved operating model and the 
use of legacy system, it is Chief Officers who have ownership and responsibility for these systems and as 
such, we consider generic guidance is not appropriate.  However, with regard to the general observations, 
the Head of Asset & Procurement Solutions will remind Services of the need to:   

 use catalgoue content in eProcurement systems, where possible to ensure that descriptions of items 
being ordered are clear and meaningfull and free from abbreviations; 

 use clear and meaninful descriptions of items where non-catalogue orders are being processed;  

 ensure that accurate quantities and prices are being stated on all purchase orders, especially where 
non-catalogue items are being ordered.  The use of electronic catalogue content ensures that accurate 
and current item pricing is obtained; and 

 ensure that Retrospective Ordering is kept to a minimum but when in use, orders are processed quickly 
and justification is recorded on every purchase order with an explanation for its use.  

In terms of lack of awareness, in relation to non-standard transactions and the need to raise a purchase 
order, all requisitioners undergo Pecos training before being given access to the system and are clearly 
advised on ordering procedures and requirements.  We also have a well-established and communicated 
New Supplier Procedure for the validation and adoption of new Suppliers to Pecos and/or eFinancials.  This 
will be communicated again in a Procurement Advisory.  

As per the management response at action point 4 above, the Corporate Procurement Working Group 
(CPWG), which has representation from all Services, will consider and determine how best compliance can 
be monitored, with an appropriate mechanism introduced thereafter.  

 

June 2020 
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3. Action Plan (continued) Creditors 0220/2020/002 

 

Ref Finding 

6 There is currently a significant backlog of invoices waiting to be scanned onto the creditors system. 

We noted in our previous review of Creditors (June 2019) that there was a backlog of invoices waiting to be scanned.  While progress has been made with the previous backlog, 
including the introduction of a barcode system, there is still a significant volume of batches waiting to be scanned.  We understand there is an issue with the time the scanning 
process takes and that this is being compounded by the very limited resource currently available to carry out this work. 

From our observations, we also noted that batches awaiting scanning are being held in an ad-hoc manner in boxes, on top of each other, in and on top of cupboards and desks. 
Several of the boxes have deteriorated and there is a risk that invoices may be misplaced. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Evidence in support of payments 
made may not be readily available in 
the event of any disputes or queries if 
copies of invoices are not scanned 
onto the system in a timely manner. 

The Head of Financial Solutions should ensure that: 

(1) the backlog of invoices to be scanned is addressed in a 
timely manner, including consideration of how the 
scanning process can be made more effective to 
achieve more timely scanning on an ongoing basis. 

(2) batches awaiting scanning are stored in an organised 
manner. 

Green Agree 

Paul Doherty, Incomes Manager 

The backlog of invoices within the current 
financial year has been addressed and staff are 
now working on the current period less one. 

There is a finite number of batches to be 
scanned from the previous year, which will be 
addressed in due course but it should be noted 
that there has been no requests to access any 
invoices from these batches in the last 6 
months.  

At the time of the site visit by Audit, it is believed 
that the batches of invoices were still on Floor 
1, Dalziel Building before relocation to Ground 
Floor, Dalziel Building with the Creditors Team. 
All batches awaiting scanning are now stored in 
an organised manner. 

 

June 2020 
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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 

Green Substantial 
Assurance 

There are minimal or minor control weaknesses that present low risk to the 
control environment.  The control environment has substantially operated as 
intended although some minor errors have been detected. Very few or no 
improvements are needed. 

 Green - Amber 
Reasonable 
Assurance 

There are some control weaknesses that present low to medium risk to the 
control environment.  The control environment has mainly operated as 
intended although errors have been detected.  Some improvements should 
be made. 

Amber - Red 
Limited 

Assurance 

There are significant control weaknesses that present medium to high risk 
to the control environment.  The control environment has not operated as 
intended.  Significant errors have been detected.  Substantial improvements 
should be made.  

Red 
No 

Assurance 

There are fundamental control weaknesses that present an unacceptable 
level of risk to the control environment.  The control environment has 
fundamentally broken down and is open to significant error or abuse.  
Immediate and major changes need to be made. 

 
 

Organisational impact 

Major 
The weaknesses identified during the review have left the Council open to significant risk.  If 
the risk materialises it would have a major impact upon the organisation as a whole. 

Moderate 
The weaknesses identified during the review have left the Council open to medium risk.  If the 
risk materialises it would have a moderate impact upon the organisation as a whole. 

Minor 
The weaknesses identified during the review have left the Council open to low risk.  If the risk 
materialises it would have a minor impact upon the organisation as a whole. 

 
 

Recommendation priority 

Red Significant weaknesses which management needs to address and resolve immediately. 

Amber Weaknesses which require prompt but not immediate action by management. 

Green Less significant issues and/or areas for improvement which do not require immediate 
management action. 

 



I:\Data\INTERNAL AUDIT\2019-20\ENTERPRISE AND COMMUNITIES (0600)\Asset & Procurement (0660)\Enterprise Strategic Commercial Partnership\Findings and 
report\Final report.docx 

1 

 

 

 

 

 
INTERNAL AUDIT REPORT 

 

ENTERPRISE STRATEGIC COMMERCIAL PARTNERSHIP 
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Issued to: Executive Director (Enterprise and Communities) and Head of Asset and Procurement Solutions  
Copied to: Commercial Contracts Manager, Chief Executive and ESCP Project Board 

 

Headlines 

This audit exercise was a high-level review designed to provide assurance on the adequacy and effectiveness 
of the Council’s arrangements in respect of progressing Programme of Work item 001 – Enterprise Strategic 
Commercial Partnership (ESCP). 

At the Policy and Strategy Committee on 28 February 2019, approval was granted to “scope and explore 
options for an innovative new approach to delivery for a full range of interconnected property, community asset 
and infrastructure investments to ensure the council delivers on its shared ambition for inclusive growth and 
prosperity for the people and communities of North Lanarkshire”.  As a result of this approval, the ESCP 
programme was established.  An outline of the potential scope of the programme was provided to Committee 
in March 2019 and this was further developed in September 2019 when Committee approved the principles of 
those services to be taken forward as ‘in scope’. 

The ESCP is a project of considerable potential scale, complexity, uncertainty and which presents significant 
risks and challenges that require to be effectively managed.  The ESCP is at the development stage, with an 
Outline Business Case (OBC) currently being prepared for submission to Committee in March 2020. 

The audit work undertaken recognises that the ESCP is currently at a relatively early stage and, therefore, the 
scope of this review was limited to reviewing the programme’s current governance arrangements against 
corporate expectations and a good practice toolkit, prepared by Internal Audit from material from a range of 
sources, including the National Audit Office, HM Treasury and the Cabinet Office Infrastructure and Projects 
Authority (key questions from the toolkit are at Appendix 2).  The audit does not, and was not designed to, offer 
an opinion on the quality and/or robustness of the OBC and/or the merits or otherwise of possible options for 
progressing which the OBC may identify. 

Based on the results of our work, we have categorised this audit as offering ‘reasonable assurance’.  We are 
satisfied that the governance arrangements currently in place to progress the ESCP are adequate and appear 
robust and consider that the project is being managed in line with the council’s project management guidance 
and in a manner consistent with good practice.  We are also satisfied that the Project Board in place appears 
effective in providing oversight, challenge and direction and that financial control and risk management appears 
appropriately embedded in the governance of the project. 

We have identified one area where we consider that scope for improvement exists and where a 
recommendation has been made.  This relates to need for the potential scale and complexity of whatever the 
Council may decide to proceed with following consideration of the OBC to be fully reflected in future governance 
arrangements (including enhanced financial management/controls and risk management arrangements). 

The governance arrangements will require to be further developed if the project progress past the current 
developmental stage and further audit work on the ESCP will be included in the 2020-21 Internal Audit Annual 
Plan if approval to proceed is granted by Committee. 

 

Internal Audit Opinion (see definition at Appendix 1) Reasonable assurance (Green/Amber) 

 

Organisational impact  (see definition at Appendix 1) Moderate 
 

Report status FINAL Audit ref 0660/2020/002 Date 05/03/20 

Audit Team Lesley Armstrong (01698 302181) and Paula Hendry 
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1.  Executive Summary 

 

Objectives 

This audit exercise was a high-level review designed to provide assurance on the adequacy and effectiveness 
of the Council’s arrangements in respect of progressing Programme of Work item 001 – Enterprise Strategic 
Commercial Partnership (ESCP). 

The scope of the exercise was limited to reviewing the programme governance arrangements against corporate 
expectations and a good practice toolkit, prepared by Internal Audit from a range of sources including material 
from the National Audit Office, HM Treasury and the Cabinet Office Infrastructure and Projects Authority.   

In particular, we considered the following: 

 Is it clear what the current stage of the project is intended to deliver?  Are short-term scope and milestones 
realistic, understood, clearly articulated and capable of being met? 

 Are there effective governance structures that provide periodic updates on progress/status and strong and 
effective oversight, challenge and direction?  Does this include appropriate consideration of relevant risks 
and how key risks are being managed? 

 Are there appropriate financial controls and budget monitoring in place to ensure expenditure is in line with 
approved budgets and is subject to periodic review?  

Work undertaken involved discussions with key project staff and a detailed review of documentation to evidence 
the operation of relevant key processes and procedures. 

This engagement has been conducted in accordance with the ‘Public Sector Internal Audit Standards’.  The 
Internal Audit section reports formally on conformance with these standards to the 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 1 0 

 

Key areas requiring management action (Red) 

No areas requiring urgent management action have been identified. 

 

Good practice identified 

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

 The Enterprise Strategic Commercial Partnership has an appropriate and effective governance structure.    
There is a Project Board with written terms of reference which clearly define the responsibilities of 
members and regularity of board meetings.  The board is chaired by the Head of Asset and Procurement 
Solutions, who is Senior Responsible Officer, and membership includes relevant chief officers, ensuring 
that it has the authority to make decision and ensure programme delivery. 

 The Project Board meets every four weeks and the minutes of these meetings confirm that the Board 
appears effective in providing oversight, challenge and direction. 

 Financial control and risk management appear appropriately embedded in the governance of the project. 

 There is appropriate elected member oversight and scrutiny of the ESCP through periodic reports being 
submitted to the Policy and Strategy Committee at key stages of the project and where specific approvals 
are required. 

 A project brief has been prepared which outlines the strategic objectives for the project and how these will 
be achieved and these are linked to the council’s strategic plan and ambition statements. 

 A Preliminary Risk Assessment (PRA) for the project has been undertaken and a risk register, which 
identifies likely and foreseeable risks has been prepared to supplement the PRA.  The risk register for the 
development stage has, for each risk, assessed the likelihood and impact, identified the owner and 
confirmed the controls in place and actions required to manage the risk.  The risk register is reviewed and 
updated on a regular basis. 

 Funding, based on appropriate cost estimates, has been secured for the development stage of the project.  
The budget is monitored by the project manager and the Project Board are provided with a financial update 
at board meetings. 
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Other areas for improvement (Amber) 

One other area for improvement was identified:  

 The potential scale and complexity of whatever the Council may decide to proceed with following 
consideration of the OBC in March will require to be fully reflected in future governance arrangements 
(including enhanced financial management/controls and risk management arrangements). 
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3. Action Plan Enterprise Strategic Commercial Partnership  0660/2020/002 

 

Ref Finding 

1 The potential scale and complexity of whatever the Council may decide to proceed with following consideration of the OBC in March will require to be fully reflected 
in future governance arrangements (including enhanced financial management/controls and risk management arrangements). 

While current governance arrangements in place during the developmental stage are adequate and robust, the consequences of decisions made by the Council following 
consideration of the OBC in March could, depending on the decisions made, represent a significant step-change in the challenges and risks which the project team will be 
required to manage and this will require to be fully reflected in future governance arrangements (including financial management/controls and risk management arrangements). 

We were pleased to note that a detailed project plan containing milestones, timescales and critical path has been established for the development/preparation of the OBC stage 
of the project, with a further high level project plan containing indicative timescales for the remaining stages of the project.  A detailed project plan has not yet been prepared 
in detail for the stages following OBC approval.  We recognise that, with the OBC still being developed and some ongoing uncertainties around any procurement processes, 
this is currently a difficult task to undertake and complete. 

However, we consider that it is important that a draft detailed project plan with indicative tasks, milestones and timescales should be prepared and shared with the Project 
Board, senior management and other key stakeholders at as early a stage as practical after decisions are made in respect of the OBC to provide some assurance around how 
the project will be progressed and whether previously identified timescales are achievable.  We would also expect an increasing emphasis on how key challenges and risks 
associated with any future project will be addressed. 

Future financial management arrangements will also need to be strengthened and enhanced.  Cost estimates have been determined for the early stages of the project and are 
being monitored by the Project Manager and reported to the Project Board.  An outline budget document anticipating the likely resources required to progress the ESCP has 
been prepared for the remaining three stages of the project, but it does not currently provide detailed cost estimates given current uncertainties.  We would expect this issue to 
be addressed in the OBC due to be presented to Policy and Strategy Committee in March 2020.  As the financial scale of the project becomes clearer post-March, effective 
financial management and financial controls will become more important and we would expect governance arrangements to further evolve to ensure that the Project Board can 
understand, monitor and challenge financial performance. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Governance 
arrangements 
may fail to develop 
to reflect the 
increasing scale 
and complexity of 
the ESCP, 
impacting on the 
ability of the 
Council to deliver 
this 
project/programm
e to time and/or 
budget and/or to 
achieve intended 
outcomes. 

Management should 
ensure that the Project 
Board periodically 
assesses the adequacy 
and effectiveness of the 
project governance 
arrangements to ensure 
that these remain ‘fit for 
purpose’, adequately 
reflect the scale and 
complexity of the project 
and are effectively 
contributing to the 
delivery of the project to 
time, budget and the 
achievement of intended 
outcomes. 

Amber Agree 

James McKinstry, Head of Asset & Procurement Solutions 

The development stage risk register identified a number of risks relating to governance, budgets and 
knowledge challenges for leaders across the Council relating to the potential scale, complexity and 
nature of transformational change that could be the outcome of the OBC as an approved project for 
progressing. The controls and Terms of Reference for Governance determined that these matters 
would be reviewed to reflect the scope and principles of the approved project to be procured.  

An initial review of governance and financial control will be undertaken with the Board, along with other 
relevant corporate chief officers, project team and include external advisers.  This will be in the form 
of a number of workshops led by an independent facilitator. 

Following these workshops, the Board will review the recommendations and approve the governance 
and financial structures and controls to be implemented.  

In addition, in parallel, a number of other reviews are planned to take place (programme, risks, 
resourcing) as these are also subject to being aligned to the approved project.  The finalised project 
risk register for the procurement stage will take place, following the reviews of governance, financial, 
programme etc., and will include strategic risks for the follow on stages. 

April 2020* 

*4-6 weeks 
following actual 

date of 
committee 
approval 
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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 

Green Substantial 
Assurance 

There are minimal or minor control weaknesses that present low risk to 
the control environment.  The control environment has substantially 
operated as intended although some minor errors have been detected. 
Very few or no improvements are needed. 

 Green - Amber 
Reasonable 
Assurance 

There are some control weaknesses that present low to medium risk to 
the control environment.  The control environment has mainly operated 
as intended although errors have been detected.  Some improvements 
should be made. 

Amber - Red 
Limited 

Assurance 

There are significant control weaknesses that present medium to high 
risk to the control environment.  The control environment has not 
operated as intended.  Significant errors have been detected.  Substantial 
improvements should be made.  

Red 
No 

Assurance 

There are fundamental control weaknesses that present an unacceptable 
level of risk to the control environment.  The control environment has 
fundamentally broken down and is open to significant error or abuse.  
Immediate and major changes need to be made. 

 
 

Organisational impact 

Major 
The weaknesses identified during the review have left the Council open to significant risk.  
If the risk materialises it would have a major impact upon the organisation as a whole. 

Moderate 
The weaknesses identified during the review have left the Council open to medium risk.  If 
the risk materialises it would have a moderate impact upon the organisation as a whole. 

Minor 
The weaknesses identified during the review have left the Council open to low risk.  If the 
risk materialises it would have a minor impact upon the organisation as a whole. 

 
 

Recommendation priority 

Red Significant weaknesses which management needs to address and resolve immediately. 

Amber Weaknesses which require prompt but not immediate action by management. 

Green Less significant issues and/or areas for improvement which do not require immediate 
management action. 
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Appendix 2 – Good practice toolkit – key questions 

 
 

1. Need for programme: 

Is it clear what current stage of the programme is intended to achieve? 

1.1 Has the need for a programme been established? 

1.2 Is there a clear understanding of the current position, the shortcomings that the programme is 
intended to address and the desired outcome?  And is it clear that the programme, if delivered would 
address the need? 

1.3 Are there clear, realistic objectives and an understanding of what success looks like? 

 

 

2. Putting the programme into practice: 

Are scope and business requirements realistic, understood, clearly articulate and capable of 

being put into practice?            

2.1 Has the programme been defined clearly? 

2.2 Does the programme definition take into account likely business and external changes? 

2.3 Have stakeholders endorsed the arrangements for delivering the programme? 

2.4 Is there appropriate staff training and support in place to deliver the programme and effect business 
change? 

2.5 Has the programme identified enablers to achieve its objectives (e.g. people, policies, funding, 
processes, partners & technology?)  Are they in place? 

2.6 Does the organisational risk management plan include risks associated with the operation of the 
service or capability? 

2.7 Is there an appropriate disaster recovery plan? 

 

 

3. Governance and assurance: 

Are there effective structures (internal and external) that provide strong and effective oversight, 
challenge and direction? 

3.1 Is there a suitable governance structure for the programme? 

3.2 Are there clearly defined roles and responsibilities? 

3.3 Is there a distinct programme management team with authority and responsibility for delivering the 
programme? 

3.4 Does the organisation’s board receive timely and accurate reports on the programme progress? 

3.5 Is the programme integrated into the wider planning and development of the organisation? 

3.6 Are the programme and oversight teams realistic about their ability to deliver and implement the 
programme successfully? 

3.7 Do the programme sponsor and other senior stakeholders receive independent assurance on the 
programme?  Has the programme board responded proactively to external assurance reviews? 
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Appendix 2 – Good practice toolkit – key questions (continued) 

 
 

4. Risk management:  

Are key risks identified, understood and addressed? 

4.1 Has the programme adopted a systematic approach (e.g. horizontal scanning) to identifying and 
considering risks? 

4.2 Have foreseeable risks been identified and assessed? 

4.3 Have risks been appropriately analysed to assess both the likely occurrence and the potential impact 
and produce a prioritised management strategy? 

4.4 Have key risks been allocated an owner and a management plan in place? 

4.5 Are there systematic criteria for escalation? 

4.6 Have risks associated with using innovative approaches/solutions been taken into account? 

4.7 What contingency plans are in place and how would they be activated? 

 

 

5. Business case:  

Does the business case demonstrate value for money (VFM) over the lifetime of the 

programme? 

5.1 Have the achievable benefits and outcomes been defined? 

5.2 Is the funding secured? 

5.3 Is there a credible estimation of all costs, appropriate for the stage of the programme? 

5.4 Does the cost include the cost of enablers? i.e., the costs that are required to make the project work 
as opposed to the barriers. 

5.5 What evidence is there that the timescales are realistic? 

5.6 Are decisions through the life-cycle made with regard to VFM? 

 

 

6. Costs and schedule: 

Has the programme built up robust estimates of cost and schedule, including all programme 

components? 

6.1 Have programme cost and duration estimates been developed through use of systematic and 
appropriate methods? 

6.2 Do the cost estimates cover all elements of the programme? 

6.3 Have the estimates been validated? 

6.4 Is it clear where costs have been excluded? 

6.5 Do costings make allowance for risk? 

6.6 Does the programme have identified contingency sums aligned with the risks and uncertainties in the 
estimated cost components? 

6.7 Does the programme schedule have the majority of tasks on its critical path or is there some flexibility 
in the scheduling of individual tasks? 

6.8 Does the programme record and continually update its critical path? 

6.9 Are realistic milestone dates consistently reported to leadership and the organisation? 
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INTERNAL AUDIT REPORT 
 

HOUSING – NEW SUPPLY PROGRAMME 
 

Contents   

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

Appendix 1:   Audit grading   

Issued to: Head of Planning and Regeneration and Housing Development Manager 

Copied to: Executive Director of Enterprise and Communities and Chief Executive  
 

Headlines 

This audit exercise was designed to review the progress made by the Council in implementing ‘Programme of Work 
13: New Supply Programme’.  The planned delivery of 5,000 affordable homes by 2035 constitutes a significant and 
challenging project for the Council, is closely linked to a number of other Programme of Work items and will form an 
important contribution to the achievement of a number of the Council’s wider ambitions and priorities.  The audit 
considered: 

 how well the Service is managing and progressing the Council ambition to deliver 5,000 new council homes by 

2035; 

 whether the open market purchase scheme operated by the Council is delivering value for money and 
contributing effectively to the delivery of the Council’s housing ambitions; 

 how well the Council has aligned its strategic investment plans to deliver local priorities; and 

 the extent to which the Council is succeeding in engaging effectively with the Affordable Housing Supply 
Programme to maximise the level of resources obtained for North Lanarkshire 

Based on the results of our work, we have assessed the audit as providing ‘reasonable assurance’.  We are satisfied 
that the programme’s governance and project management arrangements are adequate and appear robust and 
generally consistent with good practice.  Although there are a number of uncertainties and risks that require to be 
managed, the Service remains confident that the programme currently remains ‘on track’. 

We are satisfied that the Service has in place generally effective processes to ensure that the open market purchase 
scheme operated by the Council does represent value for money and is contributing effectively to the delivery of the 
Council’s housing ambitions. 

We also noted that the Council has prepared a Strategic Housing Investment Plan which sets out its affordable 
housing priorities for the period 2020-21 to 2024-25 that will contribute to meeting the priorities set out in the Local 
Housing Strategy and that activities under the ‘New supply’ programme appear to be consistent with both. 

We have, however, identified some areas where we consider scope for improvement exists and have made a small 
number of recommendations for management consideration/action.  The issues which we consider management 
require to address are detailed at Section 3 of the report and include: 

 arrangements for reporting to key stakeholders on the progress of the overall programme need to be improved; 

and 

 the Housing New Supply programme risk register does not currently include all risks which could affect the 

successful delivery of the programme. 

 

Internal Audit Opinion (see definition at Appendix 1) Reasonable assurance (Green-Amber) 

 

Organisational impact  (see definition at Appendix 1) Moderate 

 

Report status FINAL Audit ref 0630/2020/001 Date issued 10/03/2020 

 

Audit Team Jacquie Howden (01698 302185) and Paula Hendry 
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1.  Executive Summary 
 

Objectives 

This audit exercise was designed to review the progress made by the Council in implementing ‘Programme of 
Work 13: New Supply Programme’ of the Plan for North Lanarkshire and in addressing some of the key associated 
challenges and risks.  In particular, the audit considered: 

 how well the Service is managing and progressing the Council ambition to deliver 5,000 new council homes 
by 2035; 

 whether the open market purchase scheme operated by the Council is delivering value for money and 
contributing effectively to the delivery of the Council’s housing ambitions; 

 how well the Council has aligned its strategic investment plans to deliver local priorities; and 

 the extent to which the Council is succeeding in engaging effectively with the Affordable Housing Supply 
Programme to maximise the level of resources obtained for North Lanarkshire. 

As part of this audit, we have undertaken an assessment of the Housing New Supply programme project 
management and governance arrangements against a good practice toolkit prepared by Internal Audit from a 
range of sources including the National Audit Office, HM Treasury and the Cabinet Office Infrastructure and 
Projects Authority.  Work undertaken involved gathering evidence of relevant key policies and procedures and 
interviewing key project staff within the New Supply Programme Team.  We also considered the adequacy of the 
process for identifying and prioritising projects for inclusion in the Strategic Housing Investment Plan (SHIP) and 
the extent to which they contributed towards the Council’s Local Housing Strategy (LHS) key priorities as well as 
maximising the Council’s level of resources through the Scottish Government’s Affordable Housing Supply 
Programme (AHSP).  Use was also made, where appropriate, of information gathered during the recent audit 
exercise on the governance of capital projects issued in October 2019. 

This engagement has been conducted in accordance with the ‘Public Sector Internal Audit Standards’.  The Internal 
Audit section reports formally on conformance with these standards to the 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 3 
 

Key areas requiring management action (Red) 

No key areas requiring urgent management action have been identified. 
 

Good practice identified 

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

 Appropriate operational and governance arrangements have been put in place to support the delivery and 
management of the programme including regular monitoring reports presented to senior management; 

 There is a dedicated New Supply Team in place which has appropriate skills and capacity to successfully 
deliver the programme; 

 The project management arrangements for the programme were largely consistent with the corporate 
methodology, with sourcing methodologies and risk registers in place at individual project level; 

 As required by statute, the Council has prepared a Local Housing Strategy (LHS) which is supported by an 
assessment of housing need, demand and provision. The Council’s LHS 2016-2021, sets out the Council’s 
strategy, priorities and plans for the Council and its partners to deliver high quality housing and housing related 
services across all tenures to meet the identified housing needs in its area; and 

 The Council has also prepared a Strategic Housing Investment Plan (SHIP), in accordance with Scottish 
Government guidance, which sets out its affordable housing priorities for the five year period to 2024/2025 
that will contribute to meeting the priorities set out in the LHS. 

 

Other areas for improvement (Amber) 

A number of other areas for improvement were identified: 

 arrangements for reporting to key stakeholders on the progress of the overall programme need to be improved; 

 the Housing New Supply programme risk register does not currently include all risks which could affect the 

successful delivery of the programme.    
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3. Action Plan Housing – New Supply Programme  0630/2020/001 

 

Ref Finding 

1 Arrangements for reporting to key stakeholders on the progress of the overall programme need to be improved. 

The results of our work highlighted that Service management are generally confident that the project will be successfully delivered on time due to the degree of flexibility within 
the programme and regular monitoring undertaken.  We reviewed the arrangements for monitoring and reporting progress on the Housing new supply programme and noted 
that whilst regular reports are being presented to Committee in respect of the individual aspects of the programme, the reports did not always provide sufficient information to 
allow effective oversight of progress and/or an understanding of the key risks and how these were being managed.  In particular we noted that: 

 there is no clear and regular reporting to Committee on the progress against key programme timescales, milestones and budget and/or the current status of the overall 

programme or a clear management assessment on whether the project is on track to be successfully delivered within the expected timescales; 

 there has been a lack of clarity in reports about how the Council plans to deliver the 5,000 new supply target in terms of the expected split between new build, off the shelf 

and OMPS and how this mix between the three elements has changed and/or may require to be changed in the future;  

 there have been no reports to Committee which clearly set out the potential requirement to review the number of OMPS and off the shelf properties which may need to be 

purchased to off-set delays in new builds and/or the risk that sites for re-provisioning properties nay not be available within expected timescales; 

 there are no regular update reports on the status of the projects prioritised in the SHIP and/or the impact to the delivery of the programme of any deviations and/or slippages; 

and 

 there has been no information reported to Committee of the level of funding claimed via the AHSP against the Council’s allocation or, given ongoing uncertainties, information 

on the impact of any future changes in the level of Scottish Government funding. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Without robust and 
effective monitoring 
arrangements, there is 
an increased risk that 
the Council may fail to 
effectively manage the 
project and/or to deliver 
the expected objectives 
to time and budget. 

Without regular 
reporting of progress 
against the programme, 
key stakeholders may 
not be aware of any 
issues arising and/or 
may not be able to take 
appropriate action on a 
timely basis. 

Management should ensure that appropriate 
arrangements are put in place to provide key 
stakeholders with regular reports regarding progress 
being made against the overall new supply 
programme’s objectives and priorities.   

Information reported should include: 

 progress against planned actions, costs/budgets 

and key milestones and including an assessment 

of whether or not the programme remains ‘on 

track’; 

 details of any key changes to the planned 

programme including to the delivery mix between 

new build, off the shelf and OMPS properties; and 

 how key risks and uncertainties which could 

impact on the successful delivery of the 

programme are being managed. 

Amber  Agree  

Tony Mallaghan, Housing Development Manager 

There are regular reports to Committee on progress with delivery 
of the new supply programme, including 6 monthly reports re the 
OMPS, the HRA capital programme monitoring report and regular 
updates are provided to elected members and extended CMT via 
the New Supply Bulletin. In addition, we have robust internal 
reporting mechanisms in place including internal monitoring via 
RAG reports and regular updates to the New Supply Board and 
Towers Board.  These boards include representation from 
stakeholders from Housing Solutions, Housing Property, 
Environmental Assets, Finance and Legal services.     

However, since the new target of 5,000 new homes was agreed in 
May 2018, it is acknowledged that there has not been an update 
report to Committee to set key milestones for the overall 
programme to 2035 and an assessment of whether the programme 
remains ‘on track’, and this is something that will be actioned, and 
has been incorporated into the new Programme of Work. 

 

May 2020 
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3. Action Plan (continued) Housing – New supply Programme 0630/2020/001 

 

Ref Finding 

2 The Housing New Supply programme risk register does not currently include all risks which could affect the successful delivery of the programme. 

We reviewed the risk management arrangements and were pleased to note that the Planning and Regeneration risk register for the Housing New Supply programme had been 
developed in accordance with the corporate methodology and included a risk in respect of the successful delivery of the Housing New Supply programme, which had been 
assigned to a designated risk owner.  We also noted that each individual new build project within the programme had its own risk register, which are recorded on the programme 
log. 

We noted, however, that the strategic risk register for the programme did not clearly set out all operational and other risks which may affect the successful delivery of the overall 
programme and/or reflect all of the risks identified within the individual project risk registers.  In particular, there was no consideration within the strategic risk register of the 
risks around the impact of a reduction in Scottish Government funding levels, inability to secure contractors, difficulties identifying suitable sites for new builds and the failure 
of the procurement processes, etc.   

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Key risks may not be adequately 
identified, assessed or monitored. 

Key stakeholders may not be provided 
with comprehensive information on the 
key risks affecting the achievement of 

the programme. 

Management should review and update the strategic 
Housing New Supply programme risk register to ensure 
that it fully captures all risks that may affect project 
delivery and ensure that how those risks are being 
managed has been documented with any additional 
appropriate mitigating actions required identified. 

Amber Agree  

Tony Mallaghan, Housing Development Manager 

The Planning and Regeneration risk register will 
be re-named to avoid confusion and better reflect 
that it is the strategic risk register for the Housing 
New Supply programme. 
In addition, the risk register will be reviewed and 
updated to ensure that all operational and other 
risks affecting the successful delivery of the 
programme are clearly recorded and monitored 
in accordance with the Services’ established risk 
management arrangements. 

 

May 2020 
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3.Action Plan (continued) Housing – New supply Programme 0630/2020/001 

 

Ref Finding 

3 Management needs to continue to refine the benchmark valuation of new build costs used for assessing whether potential OMPS purchases represent value for 
money. 

We were generally satisfied that the Service has adequate processes in place to assess whether the open market purchase scheme (OMPS) operated by the Council is 
delivering value for money.  We reviewed the current process for evaluating value for money and noted that assessments for different sized properties were based on current 
valuations provided by the Council’s surveyors through their knowledge of the local market and the Council’s new build costs. 

We noted, however that as the Council has not yet built in all areas of North Lanarkshire and has not yet built significant numbers of all different house types, the new build 
cost valuation used is an average across the entire geographical area and based on the number of bed spaces, meaning that for example a two bedroom mid terraced house 
could be valued the same as a two bedroom upper cottage flat.  In addition we noted that the valuations did not include the cost of purchasing/developing the land. 

Whilst this appears an appropriate benchmark at present, in order to continue to demonstrate value for money, we consider that the basis of valuation of new build costs should 
be reviewed on an ongoing basis, as more detailed information becomes available, to ensure that it remains appropriate and reflects information on the Council’s current new 
build costs and the costs of different types of housing and of building in different areas. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Value for money 
may not be 
assessed using the 
most appropriate or 
accurate property 
valuations available. 

Management should seek to regularly review and 
refine the basis of the new build valuation used for 
assessing the value for money of potential OMPS 
properties as their knowledge of the cost of new builds 
(by geographical area, by different housing types and 
inclusion of land costs) continues to develop. 

Green Agree  

Tony Mallaghan, Housing Development Manager 

Whilst we consider it impracticable at present to try and directly 
compare new build costs by size/type and location with potential 
purchases through the OMPS, we acknowledge the need to 
continue to demonstrate the value for money of the OMPS scheme. 

There are a number of different variables even within each Housing 
Market Sub Area and the new build costs are much higher than the 
second hand purchases.  Lifecycle costs would also need to be 
taken into account to reflect costs associated with component 
replacement etc.   

However, we will continue to monitor the costs of the OMPS, 
including repair costs, to ensure value for money can be 
demonstrated and will consider methods to continue to 
demonstrate value for money going forward as new build 
information becomes available. 

 

May 2020 and six 
monthly thereafter 
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3.Action Plan (continued) Housing – New supply Programme 0630/2020/001 

 

Ref Finding 

4 There are some areas for improvement in the SHIP process. 

We reviewed the process for identifying and prioritising projects for inclusion in the Strategic Housing Investment Plan (SHIIP) and whilst arrangements were generally sound, 
we noted a small number of issues as follows: 

 there were three sites relating to re-provisioning sites and/or Affordable Housing properties which did not appear to have been included on the SHIP evaluation matrix 

spreadsheet for assessment against the evaluation criteria in accordance with the expected process; 

 one site was identified within the SHIP priorities which had been put forward by two different Housing Associations with different housing types/mix.  This had been 

prioritised to the housing association which had scored lower in the evaluation criteria and no reason had been documented as to why this was the case; and 

 there is no formal approval process by the Head of Planning and Regeneration and/or the Housing Development Manager for the priorities included in the SHIP.  Instead 

there is a deemed approval process via the SHIP consultation process with Scottish Government, key stakeholders and other council services as to the projects to be 

prioritised and submission of the draft SHIP priorities to committee for consideration/approval. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Projects may not be 
prioritised for inclusion in 
the SHIP in accordance 
with the recognised criteria. 

Without formal approval, 
management may not be 
able to demonstrate that 
projects have been 
properly prioritised and 
approved.  

Management should ensure that: 

 all projects contained in the 

SHIP are evaluated in a 

consistent way and that the 

reason for their prioritisation is 

adequately documented; and 

 a formal approval process by the 

Head of Planning and 

Regeneration is recorded to 

evidence that a review has been 

undertaken.  

Green Agree  

Tony Mallaghan, Housing Development Manager 

 For the three sites mentioned above, two were identified within the re-

provisioning programme due to the construction type and/or as part of the 

demolition of Council flats and the remaining site was secured by the 

Council’s Affordable Housing Policy, where the private sector housing 

developer provides a number of affordable housing units as part of a wider 

residential development.  In addition, the site in the SHIP where two RSLs 

expressed interest was resolved when one of the RSLs withdrew their 

interest and the second RSL was acceptable within the parameters of the 

assessment matrix for the SHIP.   

We agree, however, that sites such as the above should still be assessed 

like any other and all sites will be included within the SHIP Evaluation Matrix.  

The SHIP report will be amended in future to include a summary of all new 

applications with a narrative outlining why sites are approved / not approved. 

 Meetings take place with the Head of Service prior to submission of these 

reports and the report to committee is from the Head of Service and would 

not be put forward without Head of Service approval.  In future, however, 

the SHIP evaluation report can be formally signed off by the Head of Service 

as evidence of the process taking place.   

 

April 2020 
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3.Action Plan (continued) Housing – New supply Programme 0630/2020/001 

 

Ref Finding 

5 Improvements could be made to the Area Managers input to the OMPS process. 

We reviewed the minutes from the Buy Back Scheme meetings and noted that there was a recurring issue in respect of Area Managers not being more proactive in identifying 
high priority property types/sizes which could help inform the OMPS process.  Management are aware of the issue and we understand that this will be followed up with the 
Area Managers as appropriate. 

Implication Recommendation Priority Management response 
Implementation 

Month/Year 

Without input from the Area 
Managers, properties being 
considered for inclusion in 
the OMPS system may not 
be appropriately prioritised to 
fully reflect local housing 
demand/needs.  

Management should explore with Area 
Managers how their input, based on 
their local knowledge, can be better 
incorporated into the Open Market 
Purchase Scheme (OMPS) to ensure 
that high priority property types/sizes in 
each locality can be more effectively 
identified. 

Green Agree 

Tony Mallaghan, Housing Development Manager  

As part of the current OMPS process, all properties that progress to the 
valuation stage have been approved by the Area Manager and Housing 
Solutions Manager to confirm that there is need and demand for the 
specific property.  Area managers also identify where they have specific 
needs for certain types of property, e.g. to meet the needs of a wheelchair 
user. 

However, we acknowledge that further discussions with the Area 
Managers could take place to better inform the process and help further 
prioritise specific needs within the scheme.  Dialogue is currently ongoing 
through the regular OMPS liaison meetings.  However, going forward in 
order to ensure input from all Area Managers, this will become a standing 
agenda item at these meetings. 

 

April 2020 
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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 

Green Substantial 
Assurance 

There are minimal or minor control weaknesses that present low risk to the 
control environment.  The control environment has substantially operated as 
intended although some minor errors have been detected. Very few or no 
improvements are needed. 

Green-Amber 
Reasonable 
Assurance 

There are some control weaknesses that present low to medium risk to the 
control environment.  The control environment has mainly operated as 
intended although errors have been detected.  Some improvements should 
be made. 

Amber-Red 
Limited 

Assurance 

There are significant control weaknesses that present medium to high risk 
to the control environment.  The control environment has not operated as 
intended.  Significant errors have been detected.  Substantial improvements 
should be made.  

Red 
No 

Assurance 

There are fundamental control weaknesses that present an unacceptable 
level of risk to the control environment.  The control environment has 
fundamentally broken down and is open to significant error or abuse.  
Immediate and major changes need to be made. 

 
 

Organisational impact 

Major 
The weaknesses identified during the review have left the Council open to significant risk.  If 
the risk materialises it would have a major impact upon the organisation as a whole. 

Moderate 
The weaknesses identified during the review have left the Council open to medium risk.  If the 
risk materialises it would have a moderate impact upon the organisation as a whole. 

Minor 
The weaknesses identified during the review have left the Council open to low risk.  If the risk 
materialises it would have a minor impact upon the organisation as a whole. 

 
 

Recommendation priority 

Red Significant weaknesses which management needs to address and resolve immediately. 

Amber Weaknesses which require prompt but not immediate action by management. 

Green Less significant issues and/or areas for improvement which do not require immediate 
management action. 
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