
 

 
 
 
 

Securing the future… • Improving services  

• Enhancing quality of life • Making the best use of public 
resources 
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2 High Street 
Perth 
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24/10/2023 

 
A hybrid meeting of the Audit and Risk Committee will be held in the Council 
Chamber on Monday, 30 October 2023 at 09:30. 
 
If you have any queries please contact Committee Services on (01738) 475000 or 
email Committee@pkc.gov.uk. 
 

THOMAS GLEN 
Chief Executive 

 
Those attending the meeting are requested to ensure that all notifications are 
silent on their device and other devices are in silent mode. 
 
Please note that the meeting will be broadcast online and recorded.  The 
recording will be publicly available on the Council’s website following the 
meeting.  
 
 

Members: 

Councillor David Illingworth  (Convener) 
Councillor Andy Chan  (Vice-Convener) 
Councillor Liz Barrett 
Councillor Ken Harvey 
Councillor Iain MacPherson 
Councillor Colin Stewart 
Councillor Grant Stewart 
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Audit and Risk Committee 
 

Monday, 30 October 2023 
 

AGENDA 
 
 

MEMBERS ARE REMINDED OF THEIR OBLIGATION TO DECLARE ANY 
FINANCIAL OR NON-FINANCIAL INTEREST WHICH THEY MAY HAVE IN ANY 
ITEM ON THIS AGENDA IN ACCORDANCE WITH THE COUNCILLORS’ CODE 

OF CONDUCT. 
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WELCOME AND APOLOGIES 
  

 
 

 
2. 

 
DECLARATIONS OF INTEREST 
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MINUTE OF MEETING OF THE AUDIT AND RISK COMMITTEE 
OF 26 JUNE 2023 FOR APPROVAL 
(copy herewith) 

 
5 - 8 

 
4. 

 
OUTSTANDING BUSINESS STATEMENT 
(copy herewith 23/282) 

 
9 - 10 

 
5. 

 
INTERNAL AUDIT FOLLOW UP 
Report by Chief Internal Auditor (copy herewith 23/284) 

 
11 - 14 

 
6. 

 
INTERNAL AUDIT UPDATE 
Report by Chief Internal Auditor (copy herewith 23/283) 

 
15 - 18 

 
7.(i) 

 
COMMUNITIES 
  

 
 

 
7.(i) 
(a) 

 
21-07 - AGENCY WORKERS 
(copy herewith 23/285) 

 
19 - 32 

 
7.(i)(b) 

 
FOOD, HEALTH AND SAFETY 
(copy to follow) 

 
 

 
8. 

 
INTERNAL AUDIT PLAN 
Report by Chief Internal Auditor (copy to follow) 
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AUDIT AND RISK COMMITTEE 
 
Minute of Meeting of the Audit and Risk Committee held hybrid on Monday 26 June 
2023 at 1.00pm. 
 
Present: Councillors D Illingworth, L Barrett, A Chan, K Harvey, I MacPherson, 
C Stewart, and G Stewart.  
 
In Attendance: L Simpson, J Clark, S MacKenzie, S Walker, A O’Brien, K Molley, 
M Pasternak, and R Ramsay (all Corporate and Democratic Services); F Crofts and 
A Seggie (Communities); and C Palmer (Education and Children’s Services) 
 

Councillor D Illingworth, Convener, Presiding. 
 
1. WELCOME AND APOLOGIES/SUBSTITUTIONS 

 
The Convener welcomed everyone to the meeting. 
 

2. DECLARATIONS OF INTEREST 
 
 There were no declarations of interest made in terms of the Councillors’ Code 
of Conduct. 
 
3. MINUTE OF MEETING OF THE AUDIT AND RISK COMMITTEE OF 

27 MARCH 2023 FOR APPROVAL 
  
 The minute of meeting of the Audit and Risk Committee of 27 March 2023 
was submitted and approved as a correct record.   
 
4. DRAFT UNAUDITED 2022/23 ANNUAL ACCOUNTS 
 

There was submitted a report by Head of Finance (23/196) presenting the 
Council’s draft Unaudited 2022/23 Annual Accounts in accordance with the Local 
Authority Accounts (Scotland) Regulations 2014. 

 
In response to a question from Councillor G Stewart regarding the reserve 

position, S MacKenzie advised that there had been further underspending against 
the forecast position, that led to the increase of uncommitted reserves.  

 
In response to a question from Councillor C Stewart regarding Charitable 

Trusts, S Walker confirmed that most of the work on the reorganisation of the 
Charitable Trusts had been carried out.  
 

In response to a question from Councillor G Stewart regarding the pension 
triannual review and PKC contributions, S Walker advised that the next evaluation 
would be based on the Pension Fund of 31 March 2023, and it would be expected to 
receive the outcome by the end of 2023/early 20224 which would then feed into the 
budget process. 

 
Members thanked the Finance Team for their preparation and maintenance of 

the accounting records. 

3.
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 Resolved: 
(i) The Head of Finance be authorised to sign the Unaudited 2022/23 Annual 

Accounts.  
(ii) It be noted that the unsigned Audited 2022/23 Annual Accounts will be 

considered by the Audit & Risk Committee on 30 October 2023.  
 
THE VICE-CONVENER LED DISCUSSION ON THE FOLLOWING ITEMS. 
 
5. INTERNAL AUDIT FOLLOW UP 
 
 There was submitted a report by Chief Internal Auditor (23/197) presenting a 
current summary of Internal Audit’s ‘follow up’ work relating to actions due for 
completion up to May 2023.  
 

Resolved: 
The current position in respect of the agreed actions arising from Internal 

Audit’s work, be noted. 
 
6. INTERAL AUDIT UPDATE 
 
 There was submitted a report by Chief Internal Auditor (23/198) presents a 
summary of Internal Audit’s work undertaken as part of the Internal Audit Plans for 
2021/22 and 2022/23. 
 
 In response to a question from Councillor C Stewart regarding audits 
undertaken on Mosiac and Transformation Reviews, J Clark advised that even 
though actions are completed, a detailed report would not be required for 
consultancy audits.  
 
 Resolved: 

The progress with Internal Audit activity, be noted. 
 
7. COMMUNITIES 
 
7(i) A21-05 TAY CITIES REGIONAL DEAL 
 
 There was a report submitted (23/199) detailing an audit that had been 
undertaken of Tay Cities Region Deal which was included in the Internal Audit Plan 
for 2021/2022, which was approved by the Audit Committee on 30 June 2021.   
 

Resolved: 
The contents of Report 22/199, be noted. 

 
8. INTERNAL AUDIT ANNUAL REPORT & INTERNAL AUDIT OPINION 

2022/23 
 
 There was submitted a report by Chief Internal Auditor (23/201) presenting 
the year-end report and audit opinion of the Chief Internal Auditor for 2022/23, as set 
out in Section 12. 
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 In response to a question from Councillor L Barrett regarding an external 
review of compliance, J Clark confirmed that towards the end of 2023 there would be 
another external validated assessment undertaken.  
 
 Members thanked Internal Audit for their ongoing work. 
 

Resolved: 
 The contents of Report 23/201 and specifically the Audit Opinion, at Section 
12, which states that reasonable reliance can be placed on the systems of 
governance, risk, and internal control for 2022/23, be noted. 
 
THE CONVENER LED DISCUSSION ON THE FOLLOWING ITEM. 
 
9. ANNUAL REPORT - STRATEGIC RISK MANAGEMENT 
 
 There was submitted a report by Head of Legal and Governance Services 
(23/202) (1) providing assurance that the Council’s Risk Management Framework is 
adequate and effective; (2) and advising the Committee of the current key strategic 
risks facing the organisation and how these risks are being mitigated and managed. 
 
 In response to a question from Councillor L Barrett regarding Service Risk 
Registers, L Simpson advised that high-level risks at an operational level would be 
reported through the correct processes. L Simpson confirmed that through the new 
integrated system it would be possible to report on performance and risks in relation 
to service areas going forward.  
 
 In response to another question from Councillor L Barrett regarding the risk of 
Climate Change with the control environment highlighted as mostly adequate, 
L Simpson advised that even though a lot of positive work continues to be 
undertaken in tackling the issue of Climate Change, scores are high due to the 
nature of the problem and the Council’s limited control over the issue.  
 
 In response to a question from Councillor C Stewart regarding PK Performs, 
L Simpson advised that the Heatmap had been generated through PK Performs to 
test the format of reporting. L Simpson confirmed that Risk Practitioners had 
undergone training on the risk module of PK Performs and that the module would be 
rolled out across the organisation once more employees had undergone training. L 
Simpson advised that the strategic planning module would be developed to allow 
performance and risks to be linked to the Council’s strategic priorities and the 
various plans that the Council are working to.  
 
 In response to a question from the Convener regarding the benefit of using 
PK Performs, L Simpson advised that the benefit of using an integrated risk and 
performance system would allow for more meaningful reporting. It would also provide 
better business intelligence and would save time and efficiency not having to 
manually input data across different systems.  
 
 In response to a question from Councillor C Stewart, L Simpson advised that 
if there would happen to be a significant shift in the risk profile, then the register 
would be reported back to the Audit and Risk Committee. L Simpson added that the 
new integrated system would enable officers to identify a trend in risks that emerge. 
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Councillor C Stewart suggested a demonstration of PK Performs be provided to 
members of the Audit and Risk Committee.  
 

Members thanked L Simpson and her teams for their work in developing PK 
Performs.  
 
 Resolved: 
(i) The contents of Report 23/202 and constructive challenge and comment, be 

considered. 
(ii) The current key strategic risks which have been identified through the 

application of the approved risk management process, be noted.  
(iii) The assurance as to adequacy and effectiveness of the risk management 

framework, be accepted. 
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AUDIT AND RISKCOMMITTEE 

 
OUTSTANDING BUSINESS STATEMENT (OBS)  

(Report No. 23/282) 
 

Please note that this statement sets out outstanding decisions of this committee along with an update and estimated completion date.  Actions 
which are overdue are shaded for ease of reference.  Where an update reflects that an action is complete then the Committee’s agreement will be 
sought to its removal from the OBS. 
 

 

No 
 

Minute 
Reference 

Subject Title Outstanding 
Action 

Update 
 

Lead Officer 
/Service 

Action  
due 

Action 
Expected 

3. 26 June 2023. 
Item 9. 

Annual Report – 
Strategic Risk 
Management  

A demonstration 
on PK Performs be 
provided to 
members.  

A session will be arranged 
for members in November. 
  
NOT COMPLETED 
 

Charlene Guild 11 
December 
2023  

11 
December 
2023  

4.
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AUDIT & RISK COMMITTEE 

 
30 OCTOBER 2023 

 
INTERNAL AUDIT FOLLOW UP 

 
Report by Chief Internal Auditor 

(Report No. 23/284) 
 

1. PURPOSE 
 
1.1 This report presents a current summary of Internal Audit’s ‘follow up’ work 

relating to actions due for completion up to August 2023. 
 
2. RECOMMENDATION 
 
2.1 It is recommended that the Committee notes the current position in respect of 

the agreed actions arising from Internal Audit’s work. 
 
3. STRUCTURE OF REPORT 
 
3.1 This report is structured over the following sections: 
 

• Section 4: Background 

• Section 5: Follow Up Outcomes 
 
4. BACKGROUND 

 
4.1 The Public Sector Internal Audit Standards (PSIAS) require the Chief Internal 

Auditor to establish a follow-up process to monitor and ensure that 
management actions have been effectively implemented.   
 

4.2 Internal Audit request evidence from Services which confirms that actions 
have been implemented and, therefore, controls have been improved. 
 

5. FOLLOW UP OUTCOMES 
 

5.1 There were 3 actions due to be completed up to August 2023. Two actions 
have been completed, and the detail regarding the remaining action is 
included in the Appendix.   

 
Author 

Name  Designation Contact Details 

Jackie Clark Chief Internal Auditor InternalAudit@pkc.gov.uk  

 

5.
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Appendix 1 
 

 Actions with a completion date up to August 2023 which have yet to be completed 

Finding Action  Action owner 
& Service 

Date(s) Current status Internal 
Audit 
Opinion 

Tay Cities Region Deal 
Action Point 2 
Importance: Medium 
Audit Committee Date: June 
2023 
 
The audit found that there was 
scope to improve information 
regarding Tay Cities Region 
Deal on the Perth & Kinross 
Council website, including 
improved referencing and 
links to other external sites 
which provide such up to date 
and accurate information in 
terms of signposting. 

The Service Manager will 
review information held 
and link within the 
Council’s website and 
ensure that appropriate 
links to external sites are 
included. 

A Seggie, 
Economic 
Development 
Manager 

July 2023 The Service states that 

this action has not 

been completed due to 

resourcing issues. It is 

now scheduled for 

completion by 

December 2023. 

December 
2023 

 

5.
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AUDIT & RISK COMMITTEE 

 
30 OCTOBER 2023 

 
INTERNAL AUDIT UPDATE 

 
Report by Chief Internal Auditor 

(Report No. 23/282) 
 
1. PURPOSE 
 
1.1 This report presents a summary of Internal Audit’s work undertaken as part of 

the Internal Audit Plans for 2021/22 and 2022/23. 
 
2. RECOMMENDATION 
 
2.1 It is recommended that the Committee notes progress with Internal Audit 

activity. 
 
3. STRUCTURE OF REPORT 
 
3.1 This report is structured over the following sections: 
 

• Section 4: Background 

• Section 5: Progress Update 

• Appendix 
 
4. BACKGROUND 

 
4.1 The Public Sector Internal Audit Standards (PSIAS) require that the Chief 

Internal Auditor reports periodically to the Audit Committee on internal audit 
activity and on performance relative to the approved plan. 
 

4.2 Work has continued on assignments from Perth & Kinross Council’s Internal 
Audit Plans. In addition, work has continued to be undertaken in connection 
with the Internal Audit provision for the Integration Joint Board. 

 
4.3 Work has continued to support the 2022/23 National Fraud Initiative exercise, 

with supporting Services to identify main contacts to undertake the 
investigation and to provide training where relevant. Services have 
commenced reviewing and investigating their matches. Outcomes from this 
will be reported later in the year once all matched have been reviewed and 
investigations into all datasets have been completed.   

 
4.4 Assignments are currently being considered for inclusion within the Internal 

Audit Plan for the remainder of 2023/24. It is anticipated that this report will be 
ready for presentation at this meeting of the Audit Committee. 
 

  

6.
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5. PROGRESS UPDATE 
 

5.1 Appendix 1 shows the status of audits arising from the Internal Audit Plans, 
together with those assignments which will continue into 2023/24. 
 

5.2 Internal Audit is currently involved with further areas of unplanned 
investigatory work. If any control issues arise as a result of these, reports will 
be presented to the Audit & Risk Committee. 

 
6. ADDITIONAL WORK 
 
6.1 An additional assignment has concluded, relating to Food Hygiene. This is in 

response to a Service request arising from an external inspection. Therefore 
assignment 23/01, Food Health & Safety will be included within the Internal 
Audit Plan for 2023/24. 

 
6.2 Internal Audit has also been involved with a number of areas of additional 

work which has taken resources away from planned audit activity. If there are 
any relevant outcomes from these assignments, they will be reported to the 
Audit & Risk Committee. 

 
Authors 

Name  Designation Contact Details 

Jackie Clark 
 

Chief Internal Auditor InternalAudit@pkc.gov.uk  
 
 

 
 
APPENDICES 
 

• Appendix 1 Internal Audit Activity 
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Appendix 1 

INTERNAL AUDIT UPDATE 

Internal Audit Activity  

Audit 
No. 

Title Lead Service(s) Status as at 
June 2023 

Audit 
Committee 

2021/22     

A21-07 Agency Workers Communities Completed October 2023   

2022/23     

A22-01 LEADER Communities Completed September 
2022 

A22-02 Climate Change Communities Report in 
draft 

December 
2023 

A22-03 Partnership Working All Report in 

draft 

December 
2023 

C22-04 Mosaic Corporate Completed June 2023 

A22-05 Community 
Engagement 

Communities Ongoing  

A22-06 IT Assets Corporate & 
Democratic 
Services 

Completed October 2023 

C22-07 Transformation 
Reviews 

Corporate Completed June 2023 

A22-08 Payroll Corporate & 
Democratic 
Services 

Cancelled N/a 

G22-09 Bus Service 
Operators Grant 
(Now Network 
Support Grant) 

Communities Completed February 
2023 

     

A23-01 Food Health & Safety Communities Completed October 2023 

 

 

6.
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Internal Audit Report 
 Communities 

21-07 Agency Workers 
September 2023 

(Report No. 23/285) 

 

Final Report 
 

 

 

 

 

 

 

 

 

 

 

 

Legal and Governance 

Corporate and Democratic Services 

Perth & Kinross Council 

Council Offices 

2 High Street  

Perth 

PH1 5PH  

 

7.(i) (a)
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21-07 Agency Workers 

Contents by Section 

 

1. Introduction           

2.Executive Summary 

3. Audit Background Information     

4. Scope and Limitations          

5. Assessment of the Control Environment       

6. Summary of Findings          

7. Conclusions           

8. Acknowledgement          

9. Action Implementation & Follow Up      

10. Management Action Plan  

11. Authorisation 

12. Distribution 

13. Assessment Definitions 
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1. Introduction  
1.1 The audit of the management of the ‘Provision of a Managed Service for Term 

Operational Resource’ contract (Agency Workers contract) was undertaken as 

part of the Internal Audit Plan for 2021/22, which was approved by the Audit 

Committee on 30 June 2021 (Committee report 21/111). 

1.2 The indicative scope was to review contractual arrangements for the 

management of agency workers within Operations in the Communities 

Service.   

2. Executive Summary  
2.1 The scope of the audit was to ensure the adequacy of arrangements to 

manage the Provision of a Managed Service for Term Operational 
Resources contract.  

2.2 The audit has concluded that limited assurance can be placed on the 

arrangements in place for the management of this contract, with 1 high-risk 

and 3 medium-risk actions arising, as detailed in section 10, two of which 

has been concluded. 

 

3. Audit Background Information  
3.1 Procurement work can positively support the achievement of objectives set 

out in the Community and Corporate plans for Perth and Kinross.  Effective 

contract and supplier management plays a key part in this, assisting in 

ensuring that the Council achieves best value and minimises risk.  

3.2 The former Environment Service, now part of Communities, has had a 

contract for the supply of agency workers for temporary shortages of 

workforce to undertake Council services with Rightmann Services Ltd since  

2004/05. In 2017, the Service decided to re-tender the contract rather than 

use the option to extend for up to 36 months, with a contract value of 

£6m.  Rightmann Services Ltd were successful.  The contract, titled Provision 

of a Managed Service for Term Operational Resource, was for three years to 

December 2020, with an option to extend for 36 months. The Head of 

Environmental & Consumer Services approved a 12-month extension in 2020, 

to December 2021.  A further extension of 24 months was approved by the 

Head of Environmental & Consumer Services in 2021.  
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3.3 Internal Audit reviewed the management of the Provision of a Managed 

Service for Term Operational Resource contract in 2017/18, along with others. 

Internal Audit report 17-05 Management of Contracts was submitted for 

consideration to the Audit Committee on 27 September 2017 (Committee 

report 17/311).  Detailed outcomes for each contract examined were shared 

with the relevant Service, including one on the Provision of a Managed 

Service for Term Operational Resource contract. The published Internal Audit 

report had no actions for the then Environment Service, however there were 

six ‘suggested learning points’ provided to the Service for this contract. Five 

related to the Provision of a Managed Service for Term Operational Resource 

contract, one related to new contracts.   

3.4 Internal Audit have revisited the management of the Provision of a Managed 

Service for Term Operational Resource contract to identify and test any 

procedural changes that have been made since 2017, particularly, but not 

exclusively, as a response to the ‘suggested learning points’, and to ensure 

the Service demonstrates that obtaining staff from a service provider is value 

for money over employing staff. 

4. Scope and Limitations 
4.1 In order to arrive at an opinion on the achievement of the control objective, the 

audit included interviews with officers and a review of systems and documents 

in use.  

5. Assessment of the Control Environment 
5.1 The table below contains the number of actions against each control objective 

and Internal Audit’s assessment of the adequacy and effectiveness of the 

controls in place to meet each of the objectives agreed for this audit. Further 

details, including any improvement actions, are set out in the Management 

Action Plan. 

No. Control Objective Action Rating 

 

Control 
Objective 
Assessment 

5 4 3 2 1 

1.  To ensure the adequacy of 
arrangements to manage the 
Provision of a Managed Service for 
Term Operational Resources 
contract.  

2  3   Limited 

5.2 The auditor has assessed that limited assurance can be placed on controls 

overall in relation to the contractual arrangements for the management of 

agency workers from the audit. Meaning: 
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Significant gaps, weaknesses or non-compliance were identified.  

6. Summary of Findings 
6.1 Below is a summary of key findings and actions, which are reflected in the 

Management Action Plan, detailed in section 10.   

6.2 It was noted that the matters raised in the suggested learning points have 

been considered by the Service. 

6.3 From discussion, Internal Audit are clear that the Contract Manager, who is 

involved in the day-to-day management of the contract, gains his assurance 

of satisfactory contract performance from his daily involvement along with 

monthly budget monitoring with the Finance team. Whilst he recognises the 

value of the monthly performance review as an additional control, his 

assurance comes from his daily involvement. As this daily involvement is not 

routinely documented, neither Internal Audit nor Service management are 

able to rely on this as a control over the managed service providers 

performance or as evidence of the PKC Contract Manager’s oversight of the 

contract. 

6.4 The PKC Contract Manager and the managed service provider’s Account 

Manager meet regularly to discuss contract performance. There is a standard 

agenda that among other things covers the performance indicators included in 

the contract specifications. Internal Audit have been informed that a Monthly 

Contract Performance Review document, which has initially been populated 

with data by managed service provider’s Account Manager, is completed at 

the meeting and the names of both attendees and the date are typed on the 

document as each’s verification that all the information supplied on the 

document is true and accurate. The Review document was introduced as a 

result of discussions between the Internal Auditor and the PKC Contract 

Manager during the previous audit, as evidence of performance management 

being undertaken. 

6.5 The performance review is scheduled to be carried out monthly, however the 

PKC Contract Manager advised Internal Audit that occasionally a review has 

been missed and caught up later because one or other or both of the PKC 

Contract Manager and the managed service provider’s Account Manager 

have not been available because of unforeseen circumstances. 

6.6 Historically this contract was managed day-to-day by the Assistant Operation 

Manager and overseen by the Operations Manager. Following the promotion 

of the Assistant Operations Manager to the post of Operations Manager, the 

Manager continued to manage the contract day-to-day. His title is now Direct 

Services Manager, with two Assistant Operations Managers reporting to him. 

The Direct Services Manager is the budget holder. 
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6.7 The Direct Services Manager is involved in day-to-day operation of the 

contract and is also overseeing contract performance. As such, the Service is 

unable to evidence an adequate separation of duties between contract 

operation and oversight.  Consideration should be given to the day-to-day 

management of the contract being held by another officer.    

6.8 By reintroducing this segregation of duties, the monthly contract performance 

review control will be enhanced and the documenting as evidence of a shared 

understanding of performance between managed service provider’s Account 

Manager and the PKC Contract Manager will be more important.  

6.9 Such a segregation of duties protects the Contract Manager, as well as the 

Council from the perception of too close a relationship between the Contract 

Manager and the service provider.   

6.10 This control could be enhanced by an e-mail trail between the managed 

service provider’s Account Manager and the PKC Contract Manager ensuring 

and documenting that a shared understanding exists. Any difference in 

understanding or feedback could be resolved and documented in the e-mail 

trail.   

6.11 The Direct Services Manager, the PKC Contract Manager, and his Head of 

Service meet regularly to discuss all areas for which the Direct Services 

Manager is involved. The Head of Service prepares an action plan from this 

meeting and e-mails it to the Direct Services Manager. The contract will only 

be referred to if there is an action. 

6.12 The control could be enhanced by the discussion of the performance of the 

agency workers supplier being a periodic standing item on the agenda for the 

meeting and the Direct Services Manager recording for each meeting if he is 

satisfied or otherwise with the performance. This would evidence the Head of 

Service’s oversight of the contract.  

Action Point 1 

6.13 From discussions with the Contract Manager, Internal Audit are clear that he 

believes that, from his many years being involved with Agency Workers 

contracts, it provides value-for-money compared with employing staff directly. 

He cites the following as reasons: past experience of difficulty in recruiting 

and retaining staff at busy times when they are needed; engaging workers 

only as required; the benefit of trialling workers, without risk, who could be 

offered PKC employment if required a later date, particularly as the Contract 

Specification states that no finder’s fee will be paid to the agency if a person it 

supplies is subsequently offered PKC employment following fair and open 

recruitment. 

Page 24 of 32



  
  
 

6.14 Whilst the Contract Manager has been asked to justify the use of agency 

workers over employing staff directly by Service management at times over 

the years of the contracts, no ongoing evidence has been collected during the 

lifetime of the contract to demonstrate that the contract offers best value, 

compared with the Council employing staff directly. The Direct Services 

Manager has stated that direct employment of temporary workers was proven 

not to be successful in 2004, resulting in service failure and prompting the 

introduction of the agency arrangement.  

6.15 Prior to this contract being considered for review / re-tendering, which is due 

by December 2023, evidence should be collected, and presented to the Head 

of Service, demonstrating that a contract for agency workers offers best value 

as opposed to employing staff directly. Such evidence can be used in any 

future consideration around the awarding of an agency workers contract in 

December 2023.  

Action Point 2 

6.16 Internal Audit undertook a review of the spend against the contract to end of 

June 2023. This revealed that the Council has spent £10.6m on the contract, 

which had an awarded value of £6m, with a further six months remaining of 

this contract at the time of writing. Procurement regulations require that, 

where a contract exceeds its value by 50% this should be subject to a new 

procurement exercise. Internal Audit sought the advice of Procurement as the 

threshold has already been breached, who advised that, due to the nature of 

the contract and its imminent expiry, the contract should not be terminated on 

this occasion, but that action should be taken to ensure that a more realistic 

Contract Strategy should be prepared for the tendering exercise for December 

2023. 

6.17 The Service stated that they were unaware of the requirement regarding 

restrictions on contract spend within procurement regulations and highlighted 

various, specific reasons why spending had been higher than anticipated at 

the commencement of the contract 6 years ago.  

Action Point 3 

7. Conclusion 
7.1 The Internal Audit review is able to place reasonable assurance on the overall 

control environment for the management of the Provision of a Managed 

Service for Term Operational Resource contract. The agreed actions, once 

implemented, should enable Internal Audit to place substantial assurance on 

this. 
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8 Acknowledgements 
8.1 Internal Audit would like to thank all officers who were involved in this audit, 

particularly the Direct Services Manager and officers within the Finance teams 

in Communities services. 

9. Action Implementation & Follow up  
9.1 Responsibility for the maintenance of adequate and effective controls rests 

with management. Where the audit has identified areas for management 

action, these are identified in the Management Action Plan. Where a decision 

is taken by management not to act in response to a finding from this review, it 

is the responsibility of management to assess and accept the risk arising from 

non-implementation. 

9.2 Achievement of the agreed actions is monitored through Internal Audit’s 

‘follow up’ arrangements
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10. Management Action Plan 

Action 
Point 

Para. 
No 

Finding Risk Rating Agreed Action & Evidence Action Owner 
Target 
Completion 
Date 

1.1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1.2 
 

6.6 to 
6.12 

The Direct Services Manager is involved 

in day-to-day operation of the contract 

and also oversees contract performance. 

As such, the Service is unable to 

evidence an adequate separation of 

duties between contract operation and 

oversight.  Consideration should be given 

to the day-to-day management of the 

contract being held by another officer.    

Furthermore, consideration of the contract 

as part of the monthly meetings could be 

more formalised to ensure Head of 

Service oversight.  

3 - 
Medium 

The Direct Services Manager 
will identify another officer to 
take over the direct 
responsibility for the day-to-
day management of the 
contract. This will allow for 
the reintroduction of the 
oversight of the 
implementation and 
management of the contract 
by the Direct Services 
Manager and ensure that 
appropriate segregation of 
duties and challenge can be 
implemented at an 
appropriate level. 
 
The contract will be 
considered quarterly as part 
of routine management 
meetings between the Direct 
Services Manager and the 
Head of Service. 

N Taylor, 
Direct 
Services 
Manager 
 
 
 
 
 
 
 
 
 
 
 
 
 
M 
Butterworth, 
Head of 
Environmental 
& Consumer 
Services 
 

Completed 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
September 
2023 
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2. 6.13 
to 
6.15 

Evidence should be collected and 

evaluated to demonstrate that a contract 

for agency workers offers best value as 

opposed to employing staff directly. Such 

evidence can be used in any future 

consideration around the awarding of an 

agency workers contract in December 

2023.  

3 - 
Medium 

Justification for the future 
contract relating to agency 
workers included an 
evaluation of how this 
provides best value over 
direct employment and was  
considered by the Head of 
Environmental & Consumer 
Services as part of the 
identification of the strategy 
for the contract. 

N Taylor, 
Direct 
Services 
Manager 

Completed 

3. 6.16 
to 
6.17 

The Council has spent £10.6m on the 

contract, which had an awarded value of 

£6m, with a further six months remaining 

of this contract at the time of writing. 

Procurement regulations require that, 

where a contract exceeds its value by 

50% this should be subject to a new 

procurement exercise. Internal Audit 

sought the advice of Procurement as the 

threshold has already been breached, 

who advised that, due to the nature of the 

contract and its imminent expiry, the 

contract should not be terminated on this 

occasion, but that action should be taken 

to ensure that a more realistic Contract 

Strategy should be prepared for the 

tendering exercise for December 2023. 

1 - Critical The Contract Strategy being 
developed for the tendering 
exercise to be concluded by 
December 2023 will contain 
a more realistic contract 
value. 
 
The quarterly monitoring of 
the contract agreed in Action 
Point 1.2 will include 
consideration of the values 
paid to the contractor in 
relation to the value of the 
contract. This will ensure that 
any likely breaches of 
contract expenditure limits 
are considered and 
appropriate pro-active action 
taken.  

N Taylor, 
Direct 
Services 
Manager 
 
 
 

M Butterworth 
Head of 
Environmental 
& Consumer 
Services 

December 
2023 
 
 
 
 
 

December 
2024 
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11. Authorisation 
11.1 The auditor for this assignment was M Stewart.  The supervising auditor was 

J Clark. 

This report is authorised for issue: 

12. Distribution 
12.1 This report has been distributed to: 

T Glen, Chief Executive  

K Donaldson, Chief Operating Officer  

B Renton, Executive Director, Communities  

M Butterworth. Head of Environmental & Consumer Services  

N Taylor, Direct Services Manager   

L Simpson, Head of Legal & Governance  

S Mackenzie, Head of Finance  

L Stewart, Senior Procurement Officer (Team Lead), Corporate Procurement  

V Robertson, Team Leader, Corporate Procurement  

Committee Services  

External Audit  
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13. Assessment Definitions 
13.1 The following table contains the definitions of the control objective 

assessment. 

Control Objective Assessment 

Level of assurance Definition 

Substantial Assurance A sound system of governance, risk management and control 
exists, with internal controls operating effectively and being 
consistently applied to support the achievement of objectives in 
the area audited. 

Reasonable Assurance There is a generally sound system of governance, risk 
management and control in place. Some issues, non-
compliance or scope for improvement were identified which may 
put at risk the achievement of objectives in the area audited. 

Limited Assurance Significant gaps, weaknesses or non-compliance were 
identified. Improvement is required to the system of 
governance, risk management and control to effectively manage 
risks to the achievement of objectives in the area audited. 

No Assurance Immediate action is required to address fundamental gaps, 
weaknesses or non-compliance identified. The system of 
governance, risk management and control is inadequate to 
effectively manage risks to the achievement of objectives in the 
area audited. 

13.2 The following table contains the definitions applied by Internal Audit in rating 
audit findings/actions. 

Risk Rating for Individual Findings 

Rating Rating 
description 

Definition 

5 Critical Significant observations / major concerns which require 
immediate action. Management will need to add these to the 
appropriate Service risk register 

Issue represents a control weakness which could cause, or is 
causing, severe disruption of the process or severe adverse 
effect on the ability to achieve process objectives 

4 High Significant observations regarding the absence / failure of key 
controls requiring urgent action. Management should consider 
adding these to the appropriate Service / divisional risk 
register 

Issue represents a control weakness which could have, or is 
having, major adverse effect on the ability to achieve process 
objectives 
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3 Medium Observations regarding the effectiveness of key controls 
requiring reasonably urgent action. Management should 
consider these when updating any divisional / team risk 
registers 

Issue represents a control weakness which could have, or is 
having, significant adverse effect on the ability to achieve 
process objectives 

2 Low Minor observations regarding the adequacy of controls which 
require action to improve the efficiency, effectiveness, or 
economy of operations or which otherwise require to be 
brought to the attention of Senior Management 

Issue represents a minor control weakness with minimal but 
reportable impact on the ability to achieve process objectives 

1 Trivial / Minor Very minor observations which will be raised during the audit 
and may not be included within the final report 

Issue represents a very minor control weakness with 
negligible impact on the ability to achieve process objectives. 
The issue will be raised during the audit and may not be 
included within the final report. 
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