West 79
Dunbartonshire

Agenda T

Special Meeting of
West Dunbartonshire Council

Date: Tuesday, 14 May 2019
Time: 10:00
Venue: Civic Space, Council Offices, 16 Church Street, Dumbarton

Contact: Christine McCaffary
Tel: 01389 737186— christine.mccaffary@west-dunbarton.gov.uk

Dear Member

Please attend a special meeting of West Dunbartonshire Council as detailed
above. The business is shown on the attached agenda.

Yours faithfully
JOYCE WHITE

Chief Executive
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Audio Streaming

Please note: the sound from this meeting may be recorded for live and subsequent
audio streaming via the Council’s internet site. At the start of the meeting, the Chair
will confirm if all or part of the meeting is being audio streamed.

Audio recordings of the meeting (including the attendance or contribution of any party
participating or making a contribution) will be published on the Council’'s website and
the Council’s host’s webcast/audio stream platform.

You should be aware that the Council is a Data Controller under the General Data
Protection Regulation. Data collected during this audio stream will be retained in

accordance with the Council’s Privacy Notice* and Retention Schedules including, but
not limited to, for the purpose of keeping historical records and making those records
available via the Council’s internet site.

If you have any queries regarding this and, in particular, if you believe that use and/or
storage of any particular information would cause, or be likely to cause, substantial
damage or distress to any individual, please contact Peter Hessett, Strategic Lead —
Regulatory on 01389 - 737800.

*http://www.west-dunbarton.gov.uk/privacy/privacy-notice/
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WEST DUNBARTONSHIRE COUNCIL
TUESDAY, 14 MAY 2019

AGENDA

STATEMENT BY CHAIR — AUDIO STREAMING

The Chair will be heard in connection with the above.

APOLOGIES

DECLARATIONS OF INTEREST

AUDIT SCOTLAND REVIEW OF INVESTIGATION INTO 5-48
TENDERING AND CONTRACTING PRACTICES IN ROADS
AND GREENSPACE SERVICES

Submit report by the Chief Executive providing an update on the outcome of the
Audit Scotland review of the Council's internal audit investigation into Tendering
and Contracting Practices in Roads and Greenspace Services and
recommendations arising.
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ITEM 04

WEST DUNBARTONSHIRE COUNCIL
Report by Chief Executive

West Dunbartonshire Council: 14 May 2019

Subject: Audit Scotland Review of Investigation into Tendering and
Contracting Practices in Roads and Greenspace Services

1. Purpose

1.1 The purpose of this report is to update members on the outcome of the Audit
Scotland review of the Council's internal audit investigation into Tendering and
Contracting Practices in Roads and Greenspace Services and
recommendations arising.

2. Recommendations
2.1 The Council is asked to:

(i) Note the contents of this report;

(i) Note the report and recommendations from Audit Scotland at Appendix
A;

(i)  Note the Council action plan outlining progress to date and further
planned activity at Appendix B; and

(iv)  Note that the report and appendices will be presented to the Council’s
Audit Committee on June 12, 2019.

3. Background

3.1 An investigation was undertaken by Internal Audit into tendering and
contracting within Roads and Greenspace following an allegation by a
member of the public to the Council’'s whistleblowing hotline in March 2016.
The caller, who requested that their identity was not revealed, alleged that
employees within the Council had received hospitality from a company which
was engaged by the Council to undertake work within two service areas and
that contracts were being awarded to that company as a result of hospitality
provided.

3.2 Internal auditors examined a number of documents including receipts
provided by the person who made the allegations which had names of
individuals handwritten in pen on the back. These were queried as part of
interviews with the employees whose names appeared on any of the receipts.
In a number of occasions the employees can evidence that they were not in
attendance. The hospitality allegations were found to be unsubstantiated.
The audit also analysed 27 contracts relating to 11 different contractors within
the two service areas across the period 2013 to 2016 and found that within
this sample, procurement procedures had not always been followed, resulting
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3.3

3.4

3.5

3.6

4.1

4.2

in most of this work being awarded outwith the Council defined methods of
procuring such works. A summary of these findings accompanied by an action
plan outlining how these procurement issues were being addressed was
presented to the Council's Audit Committee on 12 December, 2018.

A disciplinary process was undertaken, in line with the Council’s Disciplinary
Policy, in relation to the procurement issues. This concluded in May 2018 and
found there was no basis for action to be taken against any individual
employee.

Police Scotland was notified by Internal Audit about the matter in May 2016
soon after the allegation was first received and conducted its own
investigation. No criminality was established and no further action was taken.
This concluded the police investigation.

A copy of the redacted report was issued to all elected members on February
7, 2019. Audit Scotland was contacted by the Council and confirmed that it
would review the approach taken by the Council as part of its routine wider
scope audit responsibility.

The Audit Scotland review included consideration of the work and findings
reported by Internal Audit on contract tendering procedures. This
incorporated:

. Consideration of the 2018 Internal Audit report 1/038/17, Investigation
Roads and Greenspace — Allegation of Hospitality and Tendering and
Contract Arrangements.

Interviews with officers, and an elected member

Observation of the Council meeting on 14 February, 2019

Review of relevant Council policies and procedures

Review of a number of documents provided to us by third parties
relating to the allegations of hospitality being provided to council
employees.

Main Issues

Audit Scotland provided a summary report on its review of the Investigation
into Tendering and Contracting Practices in Roads and Greenspace Services
to the Council on April 25, 2019.

As already demonstrated in the action plan presented to the Audit Committee
in December 2018, a number of required improvements, particularly in relation
to procurement, had already been identified as part of the original
investigation. As reported to Audit Committee in December 2018 and March
2019, work has been undertaken to address these improvement actions.
These actions, together with the specific recommendations arising from the
Audit Scotland review, have been incorporated into a comprehensive action
plan which is attached at Appendix B and reflects the most up to date position
in relation to progress.
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4.3

4.4

4.5

4.6

4.7

4.8

Audit Scotland confirms in its report that its team agreed with the conclusions
reached by internal audit, and were satisfied that the evidence compiled by
internal audit supported the conclusions reached and reported.

The Internal Audit Investigation

Based on an audit of a sample number of documents from 2013/14, 2014/15
and 2015/16, Internal Audit concluded that procurement policies were not
always followed in Roads and Greenspace. This resulted in work being
awarded without a tender process or without seeking sufficient quotes from
contractors. Managers stated this practice was undertaken due to delivery
pressures and the requirement to continue to deliver essential services. In
practice some existing contracts had lapsed and in the absence of a
replacement contract, contracts with historic rates were used with existing
contractors. The service management made the Council’s Procurement team
aware of this approach at regular intervals.

Levels of non-compliance were and continue to be highlighted to Elected
Members through performance indicators which are reported to Committee
and Council through a range of reports including the Annual Performance
Reports, Delivery Plans, Procurement Strategy and Annual Procurement
Report.

Within the Council’s current Financial Regulations there is a provision for the
disclosure of departures from the Council’s normal financial procedures to
Elected Members, at the appropriate committee where expenditure exceeds
or is likely to exceed £50,000. It has been highlighted through the audit
process that this has not been done for all contracts and going forward
additional measures are being implemented to address this. This includes
reminding all Strategic Leads of the Financial Regulations and, in particular,
areas of spend where a departure from normal processes is required to be
approved, and continuing mandatory training for all staff involved in procuring
contracts.

The most recently reported performance for recorded on contract spend was
74% (for 2017/18) with a target of 75% for 2018/19, this performance has
increased steadily since 2011/12 when it was reported as 44%. The Council
has set a target of 90% of all spend being on contract by the end of 2020/21.
Additional controls have also been introduced to monitor spend against
contracts within Roads and Greenspace. A Roads Civils Framework
agreement has been in place since May 2018 which has introduced a
definitive fixed pricing structure for projects in this service area.

As reported to Audit Committee in December 2018, an action plan was
developed for the Council to address specific procurement issues raised in
the internal audit and is progressing. Procurement practice, legislation and
guidance has continued to evolve in recent years and in recognition of this,
the Central Procurement function of the Council has been enhanced with new

Page 7



4.9

4.10

4.1

5.1

6.1

6.2

approaches developed and significant work undertaken to increase the
percentage of spend that is recorded as on contract. This has included the
recruitment of additional staff and the provision of further support to staff
involved in the tendering process.

Disciplinary process

The findings of the internal audit investigation were reviewed and considered
to ascertain whether a disciplinary process should be followed. A disciplinary
process was undertaken, in line with the Council’s Disciplinary Policy, in
relation to the procurement issues and found there was no basis for action to
be taken against any individual employee. The hospitality allegations were
found to be unsubstantiated and therefore did not form part of this process.

Audit Scotland in its review stated that it was the opinion of its team that these
conclusions were reasonable.

In determining whether any disciplinary process was required, consideration
was given to whether there had been any breach of the employee code of
conduct. At the time when these contracts were awarded, the wording of the
policy was not explicit and therefore the associations did not constitute a
breach. The code was revised in October 2018 to provide clearer instruction
around the declaration of any such relationships and requirements around the
register of hospitality. In light of the Audit Scotland report, this element of the
disciplinary process has further been reviewed by the Strategic Lead - People
and Technology and the Strategic Lead - Regulatory. The outcome of this
review is that they agree with the view taken by Human Resources at the time
that there was no breach due to the wording of the policy in place at the time.
Further revisions to the code will now follow in consultation with the Joint
Trades Unions.

People Implications

There are no people implications arising from this report.

Financial and Procurement Implications

The internal audit report advised that as a result of the lack of formal
procurement practices having been implemented the services could not prove
best value had been achieved. This has been reinforced by Audit Scotland in
their report.

There are no direct procurement implications arising from this report, however
organisationally an ongoing improvement in practice is required to maximise

spend that is on contract which will include improved compliance with
Financial Regulations across the Council.
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7. Risk Analysis

7.1 The Council is required to ensure best value for Council tax payers. The
report identifies that as a result of lack of compliance with Financial
Regulations the Council cannot prove best value has been achieved. Going
forward increased levels of compliance will reduce this risk significantly.

8. Equalities Impact Assessment (EIA)

8.1  There are no equalities issues arising from this report.

9. Consultation

9.1 This report has been subject to consultation with colleagues across
regulatory, resources and people and technology.

10. Strategic Assessment

10.1 The improvement actions outlined in this report will contribute to the Council’s
strategic priority of efficient and effective frontline services that improve the
everyday lives of residents.

Joyce White
Chief Executive
Date: 30 April, 2019

Person to Contact: Stephen West, Strategic Lead for Resources
Appendices: Appendix A - Audit Scotland Review of Investigation into
Tendering and Contracting Practices in Roads and
Greenspace Services; and
Appendix B - Improvement Action Plan

Background Papers: Report to Audit Committee: 12 December 2018
Report to Audit Committee: 20 March 2019

Wards Affected: All

Page 9



Page 10



APPENDIX A

West
Dunbartonshire .
Council 4

Audit Review of the Investigation of Teng
Contracting Practices in Roads d Gre
Services

ing and
vspace

A; @AUDH SCOTLAND

Prepared for West Dunbartonshire Council

April 2019

Page 11



Page 12



Contents

Key Messages
Introduction

Audit findings
Appendix A — Timeline

Appendix B — Action plan

Page 13

18

19



Key Messages

Procurement practices and contract management

1.

7.

8.

In March 2016, Internal Audit was made aware of allegations of receipt of
hospitality and breaches of tendering and contracting practices in Roads
and Greenspace services. In December 2018, a summary of Internal Audit’s
findings on these issues was presented to the Audit Committee. The Audit
Committee noted the findings and the action plan for improvements in
Roads and Greenspace services, and some generic actions for all council
services.

In February 2019, all elected members were provided with a redacted
version of the Internal Audit report. During the investigation period,
members of the Audit Committee were not updated on progress. It would
have been appropriate to update the members of the Audit Committee
given the time taken to conclude on the investigation.

Internal Audit reported that in the period 2013/14-2015/16, council
procurement policies and procedures had regularly been breached in
awarding Roads and Greenspace contracts to suppliers. This resulted in
most work being awarded without a tender process or without seeking
sufficient quotes from contractors. Internal Audit said this left the council at
significant financial and reputational risk.

Internal Audit has also reported procurement issues in fire detection and
alarm services and issues are emerging from their ongoing work in social
care service contracts.

Departures from the financial regulations where expenditure exceeds or is
likely to exceed £50,000 are to be disclosed to members, at the appropriate
committee. We have identified that this has not been done for all contracts.
For these contracts the council has, therefore, not demonstrated to
members that it has achieved Best Value in procuring these services. Any
impact of this on the council’s costs cannot be quantified.

Members of the Senior Management Team (SMT) were aware that
procurement practices were not being followed for some service contracts,
over a number of years. The SMT accepted this approach due to staffing
pressures to secure delivery of services. Improvements have been
implemented over time, and are ongoing. Additional staff have been
employed since 2015 to work in the Corporate Procurement Unit (CPU).
The council is reporting that the proportion of contracts awarded which
comply with the regulations was 72% in 2017/18. Officers recognise that
this needs to increase and have set a target of 90% of all spend being ‘on
contract’ by the end of 2020/21.

The ongoing improvements to procurement practices have been reported to
members. However, there is no explicit reference to any ‘off contract’ spend
that breaches the council’s procurement regulations, in the 2017/18 Annual
Governance Statement or the Annual Procurement Report. The 2018/19
reports should include reference to where procurement practices have
breached the council’s procurement regulations.

We have identified that the council did not have effective controls in place to
monitor revenue spend consistently against contracts across all services.
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9.

10.

This is of particular concern where contracts are being awarded outwith the
procurement processes. Since January 2019, additional controls have been
put in place to monitor spend against contracts.

In our opinion, the council’s controls to ensure personal relationships
between officers and suppliers do not influence the awarding of contracts
were not effective. It is not possible to identify whether this influenced the
awarding of council contracts.

Senior officers should now establish and report to members on the full
range of services where procurement procedures are not followed. This
should be included in the council’s Annual Governance Statement (AGS) in
the 2018/19 accounts.

Council’s investigation of the allegations

1.

12.

13.

14.

15.

16.

In our opinion, the time taken by Internal Audit to investigate and report on
the allegations to the Audit Committee, between March 2016 and December
2018 was excessive. The format of the Internal Audit report was not
appropriate for an investigation of this nature and could not be easily
shared with members. The summary findings presented to the Audit
Committee in December 2018 lacked the level of detail required by
members for them to effectively scrutinise the issues identified.

Despite our views on the format of the report, based on the evidence
reviewed by us, we agree with the conclusions reported by Internal Audit.

Internal Audit reported that the allegations of hospitality were not proven.
During the investigation, Internal Audit were in contact with Police Scotland
to share information about the allegations. Internal Audit reported that, ‘in
May 2017 Police Scotland concluded that they would not be progressing
this matter any further as in their opinion there was insufficient evidence to
build a criminal case in relation to the allegations of the receipt of hospitality
linked to procurement activity.” Police Scotland has confirmed this.

As a result of the Internal Audit findings, a disciplinary process concluded in
May 2018. The process found there was no basis for action to be taken
against any individual employee regarding the procurement regulation
breaches and the allegations regarding hospitality. In our opinion, these
conclusions are reasonable.

No disciplinary action has been pursued against any employees relating to
the Internal Audit conclusion that staff failed to declare close personal
relationships with contractors, in breach of the council’s Code of Conduct.
We agree with the conclusion of Internal Audit that the employee
relationships should have been declared to comply with the council’s
employee Code of Conduct.

In our action plan at Appendix B, we recommended that senior officers
should reconsider whether action should be taken regarding any breaches
of the council’'s Code of Conduct. Officers have now considered this and are
of the view that no disciplinary action is appropriate. The Strategic Lead —
People and Technology and the Council’'s Monitoring Officer disagree with
Internal Audit’'s assessment that employees had breached the Code of
Conduct, “due to its wording” at the time. They feel there has been no
breach of the Code of Conduct and the matter was fully considered by
managers at the time, with no additional evidence now available to warrant
review.
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Introduction

Background

17.

18.

In January 2019, we were informed of concerns regarding how the council
had responded to allegations of breaches of tendering and contract
regulations at West Dunbartonshire Council. At the same time, the Chief
Executive approached us to discuss the allegations made and to request an
external audit review. We discussed the scope of our work with the Chief
Executive, which was planned as part of our 2018/19 annual audit work.

As part of our routine audit work on the council’s governance and systems
of internal control, we reviewed the council’s response to these issues. This
report contains our findings.

Audit Approach

19.

20.

The scope of our work was discussed with the council and included a
review of the timeline and the action taken by the council in investigating
the allegations. Our work included:

consideration of the 2018 Internal Audit report I/038/17, Investigation Roads
and Greenspace — Allegation of Hospitality and Tendering and Contract
Arrangements.

interviews with officers, and an elected member

observation of the council meeting on 14 February 2019

review of relevant council policies and procedures

review of a number of documents provided to us by third parties relating to
the allegations of hospitality being provided to council employees.

All our outputs and any matters of public interest will be published on our
website: www.audit-scotland.gov.uk.
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Audit findings

The council’s approach to procurement of
services

The procurement strategy

21.

22.

In 2017/18, the council’s gross expenditure on services was £445 million.
The council’s total spend with third party suppliers was in the region of £165
million.

In 2017, the council’s refreshed Corporate Procurement Strategy 2017/18-
2020/21 was approved. This strategy contains the council’s procurement
vision for efficient and effective procurement and use of best practice
methods of sourcing ensuring fairness, transparency and proportionality for
all suppliers.

Procurement practices

23.

24,

Since 2016, the council’s financial regulations have included a section on
procurement regulations relating to contracts, supplies, works and services.
All council officers are required to comply with these regulations. Prior to
this, the 2013 financial regulations included a statement which said all
employees must comply with the employee framework document for
corporate procurement when purchasing goods, services and works.

Members of the SMT were aware that procurement practices were not
being followed for some contracts over a number of years. Instead of
tendering or seeking quotes from contractors, for some services, historical
rates from previous contracts were used. Senior officers, including
procurement staff, accepted this approach due to staffing pressures to
secure delivery of services. This is evidenced, and reported to members,
through the May 2018 Annual Procurement Report and the improvement
actions reported in the Annual Governance Statements. The 2017/18
Annual Governance Statement includes references to:

a number of improvements to procurement processes have been put in
place, including more information on the intranet and the development of a
council-wide pipeline. Following recent committee approval of the Contract
& Supplier Management Policy, it is anticipated that after six months all new
contracts will follow this policy

roll-out of a Procurement Request Form and Procurement Awareness
Toolkit across the council

the implementation by 31 March 2019 of ‘robust’ commissioning and
procurement arrangements within social services

the implementation by 31 March 2019 of a contract and supplier
management policy

the ongoing implementation of commaodity strategies for procurement
activity.
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25.

26.

27.

28.

29.

The ongoing improvements to procurement practices have been reported to
members. However there is no explicit reference to the fact that some ‘off
contract’ spend, breached the council’s procurement regulations. In our
opinion, this should have been explicitly reported in the Annual Governance
Statement and the Annual Procurement Report, see audit
recommendations 1 and 10.

Where procurement regulations have not been followed, the council has not
demonstrated that it is delivering Best Value in the award of these contracts.
Any impact of this on the council’s costs cannot be quantified.

Over a number of years, there is some evidence of improvements being
made to procurement practices. Additional staff have been employed to the
corporate procurement unit (CPU), doubling the number of staff since 2015
to 21.5 FTE. Mandatory training has also been provided to employees
involved in procuring contracts.

The council reports that the proportion of contracts that are awarded in
compliance with the regulations was 44% in 2011/12, 66.8% in 2015/16,
77% in 2016/17 and 72% in 2017/18. Officers recognise that this needs to
increase and have set a target of 90% of all spend being ‘on contract’ by the
end of 2020/21, see Appendix 2, recommendation 7.

Since 2017/18, in accordance with the Procurement Reform (Scotland) Act
2014, councils have been required to publish an Annual Procurement
Report disclosing how its procurement activity complies with its
procurement strategy. In May 2018, the 2017/18 Annual Procurement
Report was presented to the Corporate Services Committee. The covering
report says that the report must detail ‘A statement of non-complying
procurements and how the authority intended to comply in future’. However,
no such statement appears in the report.

Recommendation 1

The 2019 Annual Procurement Report should contain the information
required by section 18 of the Procurement Reform (Scotland) Act 2014,
including the extent of non compliance with the council’s procurement
regulations.

Procurement assessment results

30.

31.

Scotland Excel carries out Procurement and Commercial Improvement
Programme (PCIP) assessments of councils in Scotland. The PCIP was
introduced in 2015 and replaces the previous Procurement Capability
Assessment (PCA). Both assessments score councils in a number of
procurement areas and shows the score in percentages compared to the
other councils.

West Dunbartonshire Council’'s PCA started from a low base but showed
improvement from 17% in 2011 to 60% in 2014. The first PCIP report on the
council published in August 2017 received an overall score of 64%,
equalling the local authority average. The 2018 overall score increased to
76%.
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The council’s response to the allegations
made

The Internal Audit Investigation

32. In March 2016, Internal Audit was made aware of allegations of receipt of
hospitality and breaches of tendering and contracting regulations. The
allegations covered hospitality received and contracts awarded in the period
2006 to 2016. Internal Audit investigated the allegations and reported to the
Chief Executive in September 2017. The Internal Audit report 1/038/17,
Investigation Roads and Greenspace — Allegation of Hospitality and
Tendering and Contract Arrangements was finalised in April 2018.

33. In December 2018, a summary of Internal Audit’s findings was presented to
the Audit Committee. The Audit Committee noted the findings and an action
plan detailing specific actions for Roads and Greenspace services and
generic actions to be implemented across the council.

34. We compared the December Audit Committee summary report with the
Internal Audit report. We identified that some significant audit findings were
omitted from the summary. In particular, the summary report did not include:

e the fact that Procurement financial regulations were “regularly
circumnavigated”

e “In the Auditor’s opinion, this leaves the council at significant financial and
reputational risk”

e That there was “systematic failure to follow appropriate and designated
policies and procedures”.

In our opinion, the summary findings lacked the level of detail required by
members to enable them to effectively scrutinise the issues identified.

35. We reported in March 2018 to the Audit Committee, that members of the
Audit Committee are not provided with full completed Internal Audit reports
and are only provided with summaries and the action plans. In our view, it
would enhance transparency for members if full reports are presented in an
appropriate format. Alternatively, summary reports can be presented if
members are also given access to full reports. We acknowledge, in some
circumstances, that redaction of information may be appropriate.

36. In December 2018, the Chair of the Audit Committee and the Audit Manager
reported the results of the “Audit Committee self-assessment and reporting
on audit assignments” exercise where they agreed to continue with the
current approach. We note the Audit Committee’s decision, but in view of
our findings, in this report, we feel it is important that members are still
assured that they receive the appropriate level of detail on Internal Audit
findings to support informed discussions and scrutiny responsibilities.
Members of the Audit Committee should reconsider whether the level of
detail they receive relating to Internal Audit reports remains appropriate for
their needs.

37. In February 2019, members received a redacted version of the Internal
Audit report. In our opinion, the format of the full Internal Audit report was
not appropriate for an investigation of this nature. It was very lengthy and
consisted of 135 pages, including transcripts of interviews with employees
and personal and commercial information. As a result, the full report could
not be shared with members. The report was finalised in April 2018, but it
shows a date of January 2018 on its cover. We would have expected the
detailed audit work and transcripts of inter\f;'&abseto]@e recorded on audit files


http://wdccmis.west-dunbarton.gov.uk/CMIS5/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=%2f0tOw6qtA7RWjMB27V5QpwkbsS2DXwH9%2f690ZHq1Jib4QQ5IZV0WbA%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d

and the report to be a summary of the findings and conclusions that could
be shared with members.

Recommendation 2

The format of Internal Audit reports should be reviewed, and the level of
detail provided to the Audit Committee should be reconsidered.

Internal Audit conclusions

38.

39.

The overall findings of the 2018 Internal Audit report were:
the allegations of receiving hospitality were not proven

personal relationships were not declared which is a breach of the council’s
Code of Conduct

procurement policies and procedures were “regularly circumnavigated”

work in Roads and Greenspace had been awarded without a contract or
detailed specification

the council’s document retention policies had not been followed
there was a systematic failure to follow appropriate policies and procedures
the procurement policies in place across the council were “sufficient”.

Internal Audit reported that ‘the lack of adherence to procurement policies
and procedures has led to an increased risk in the following areas:

‘increased opportunity for fraud and corruption including bribery and
falsification of invoices

negative impact on reputation in the market place

creation of a culture of non-compliance with all control measures leading to
failure in corporate governance

failure of the council to obtain or demonstrate “Best Value”
inability of the council to determine resource requirements in service areas
poor quality of work
risk of litigation or enforcement in the following instances:
e from contractors who believe they were not able to bid for work
¢ health and safety violations

e work not being carried out as per expectations.’

Scope of the Internal Audit work

40.

The following areas were not covered by Internal Audit’s work that we feel
should have been considered and reported as part of the investigation:
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whether council’s procedures for ensuring that procurement is performed in
accordance with Official Journal of the European Union (OJEU) regulations
were followed. There is a risk that, for the contracts where procurement
regulations were not followed, the council may have breached OJEU
regulations

whether the contractors covered by the review were appropriately vetted, to
ensure the quality of services procured

whether any of the senior officers were aware that the procurement
practices were not being followed

whether disclosures were made to committees in instances where contracts
were to be awarded outwith the procurement regulations.

Recommendation 3

Internal Audit should ensure that the scope of future procurement audits
adequately covers relevant areas.

41.

We have reviewed Internal Audit’s files relating to the investigation. In our
opinion, the documentation of the work could have been clearer to
demonstrate how the work was carried out and the conclusions reached.
Having said that, we are satisfied that the evidence compiled by Internal
Audit supports the conclusions reached and reported. We have relied on
Internal Audit’s work previously and found no areas of concern with the
quality of their work.

Recommendation 4

Internal Audit should review how they document complex investigations
to ensure clear documentation, in accordance with Public Sector Internal
Audit Standards.

Improvement actions from the Internal Audit report

42.

43.

44,

Since the Internal Audit report findings were finalised, significant progress
has been reported against the action plan. Progress is monitored in the
council’s performance management system, Pentana, and an update report
provided to the Audit Committee in December 2018 and March 2019. This
update report shows the responsible officer’s view of the progress made
against actions and has not yet been verified by Internal Audit.

The Internal Audit Plan for 2019/20 was reported to the March 2019 Audit
Committee. This details the risk-based audit activity relating to Procurement
which specifies “review of compliance levels across the council and follow
up on implementation of agreed actions following previous audits on
procurement.” Internal Audit told the Audit Committee this work is due to be
completed by June 2019 to provide assurance for the 2018/19 AGS.

Where the council does not comply with its governance arrangements and
procedures, this should be disclosed within the AGS. The governance
statement in previous years makes general references to improvement
requirements in procurement. However, there is no explicit disclosure of
non-compliance with the procurement financial regulations.
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Recommendation 5

The Internal Audit follow up of tendering and contract arrangements
should be reported and the results included in the 2018/19 Annual
Governance Statement.

Time taken to complete the investigation

45.

46.

In our opinion, the time taken by Internal Audit to investigate and report on
the allegations to the Audit Committee, between March 2016 to December
2018 was excessive. A timeline is included at Appendix A. Significant
periods elapsed during the investigation where no progress was made. For
instance, the response time from officers to provide information requested
by Internal Audit was in excess of seven months. This was despite a large
number of reminders issued and a site visit by Internal Audit. Another
significant delay resulted when the draft report was issued for comment to
officers. The draft report was issued in August 2017 but it was not finalised
until April 2018. The disciplinary process concluded in May 2018. It then
took until December 2018 for the findings to be reported to the Audit
Committee. These time periods are excessive.

In these circumstances we would have expected Internal Audit to escalate
the lack of response from staff to line management and then ultimately to
the SMT and consider discussion with the Chair of the Audit Committee.
The council should ensure that procedures are effective to ensure that staff
respond timeously to Internal Audit requests.

Recommendation 6

The approach taken to investigating serious allegations should be
reviewed. Staff should respond quickly to internal audit queries, to
facilitate timely reporting of audit findings. Progress updates to the Audit
Committee or appropriate member groups should also be considered.

Briefing note to members

47. On 11 March 2019, a Briefing Note was sent to all councillors from the Audit

Manager providing further information on Internal Audit’s findings. It
explained that:

‘Based on an audit of a number of documents from 2013/14, 2014/15 and
2015/16, Internal Audit concluded that procurement policies were not
always followed in Roads and Greenspace. This resulted in work being
awarded without a tender process or without seeking sufficient quotes from
contractors. Managers stated this practice was undertaken due to delivery
pressures, and the requirement to continue to deliver essential services. In
practice, existing contracts had lapsed and in the absence of a replacement
contract, contracts with historic rates were used with existing contractors. It
was also noted that the service management made the council’s
Procurement team aware of this non-compliance at regular intervals.’

‘Non-compliance with the procurement policies was and continues to be
highlighted to elected members through service specific performance
indicators which are reported to committee and council.’

‘A disciplinary process was undertaken concluding in May 2018 in line with

the council’s Disciplinary Policy and this found there was no basis for action
to be taken against any individual employee.’
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e ‘The nature of the evidence considered by the audit team in reaching the
conclusion that the hospitality allegations could not be substantiated.’

e Police Scotland was natified by Internal Audit about this matter. ‘No
criminality was established, and no further action was taken’... ‘In May
2017, the Police concluded that they would not be progressing this matter
any further as, in their opinion, there was insufficient evidence.’

48. We can understand how members may have been frustrated about the level
and timing of information they received from officers relating to the
allegations made on the procurement issues. The first evidenced contact
from the whistle-blower was in March 2016 and only selective findings were
included in the Audit Committee papers in December 2018 (see paragraph
34). Members then received a redacted report, until the Audit Manager
provided the briefing in March 2019. During that time, members were not
updated on progress. See recommendation six.

Allegations of hospitality

49. The Internal Audit report states “the allegations of hospitality were not
proven” as no conclusive evidence has been provided. Based on the
evidence reviewed by us, we agree with the conclusions reported by
Internal Audit.

50. Internal Audit have explained that, during the investigation, they were in
contact with Police Scotland to share information about the allegations.
Internal Audit reported that, ‘in May 2017 Police Scotland concluded that
they would not be progressing this matter any further as in their opinion
there was insufficient evidence to build a criminal case in relation to the
allegations of the receipt of hospitality linked to procurement activity.” Police
Scotland has confirmed this.

Non-compliance with council procedures

Procurement regulations

51. As part of the Internal Audit investigation, 27 contracts were reviewed within
Roads and Greenspace services, with a value of £5.3 million. Internal Audit
concluded that “council wide procurement policies and procedures were
regularly circumnavigated in both Roads and Greenspace in order to get
work done quickly. This resulted in most work being awarded without a
tender process or without seeking sufficient quotes from contractors. In
many instances work within Roads and Greenspace was awarded without a
contract or a detailed specification. In the auditor’s opinion this leaves the
council at significant financial and reputational risk.”

52. Departures from the financial regulations where expenditure exceeds or is
likely to exceed £50,000 are to be disclosed to members, at the appropriate
committee. Part 8 (b) of Section Q of the financial regulations stipulates that
the “procurement financial requlations will apply unless departure is
expressly agreed by a meeting of the Council, the appropriate Service
Committee or the Tendering Committee in advance of such a departure.”
The previous standing orders had a similar requirement for spend above
£50,000. From our review of committee papers and discussions with
officers, we have identified that departures from the regulations were not
always disclosed to the members at the appropriate committee. This issue
was not referred to in the Internal Audit report, nor has it been included in
the action plan.
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Recommendation 7

Officers should comply with all procurement financial regulations.
Committee approval should be obtained as required by the regulations.
Committee papers should record how the procurement approach taken
demonstrates Best Value for the council.

Declaring personal interests with contractors

53. All councils should have controls in place to ensure personal relationships
between officers and suppliers do not influence the awarding of contracts.
All West Dunbartonshire Council employees are required to comply with the
council’'s employee Code of Conduct.

54. The Code of Conduct in place until October 2018 states at paragraph 8.
“Employees must notify the Chief Executive, in writing, if it comes to their
knowledge that a contract, in which they have a personal or financial
interest, whether direct or indirect, has been or is about to be, entered into
by the Council”

55. In October 2018, the council’s Code of Conduct was revised and paragraph
12 says that ‘employees must not allow any private interest to influence
their decisions at work and any interest must be declared.” Paragraph 8.1
provides further details and says that “if an employee is involved in any
work for the council in which close members of their family, friends or
people living in the same household may have financial interests, these
interests must be declared to and recorded by their line manager.”

56. The Internal Audit report says that ‘the allegations of hospitality were not
proven,’ however officers were personal friends with the contractors, and
“these relationships were not declared and should have been in accordance
with the council’s Employee Code of Conduct.” Internal Audit reported that
they are ‘unable to prove that procurement decisions were not influenced
through friendships or socialising with’ contractors.

57. To remind employees of their Code of Conduct responsibilities, Internal
Audit’s action plan contains a high priority action for employees to be made
aware of the need to declare personal relationships that could be perceived
to facilitate an award of Council contracts. The council has recorded that
this action is now complete and that staff are being reminded of their
responsibilities through team meetings.

58. Since March 2018, the council has expanded guidance on offers of gifts,
hospitality and declaring interests which all staff are expected to follow.
However, this guidance does not include procedures to be followed by
managers for contracts where a personal relationship has been declared.
No records are currently required to be kept by line managers of any action
taken. The action taken should be documented to demonstrate that
personal relationships between officers and suppliers do not influence the
awarding of contracts.

Recommendation 8

Council regulations should be revised to include actions to be followed by
managers when personal relationships are declared between officers and
contractors. Documentation should be maintained by managers and
centrally for senior officers, to demonstrate action taken to avoid
relationships influencing the award of contracts.

Page 24



59. As a result of the findings above, we have concluded that the council’s
controls in place to ensure personal relationships between officers and
suppliers do not influence the awarding of contracts were not effective. It is
not possible to identify whether this has influenced the awarding of council
contracts.

Monitoring spend against contracts

60. Itis important that the council has effective controls in place to monitor
expenditure against contracts awarded to suppliers. These controls are
particularly important in the circumstances that contracts are being awarded
outwith the procurement processes. We have identified that the council did
not have effective controls in place to consistently monitor revenue spend
against contracts across all council services. Since January 2019, additional
controls have been put in place:

e quarterly monitoring of spend to ensure it is on contract
e quarterly monitoring of spend to ensure it is not in excess of the contract

e improvements to the procurement pipeline, a spreadsheet which outlines
details for all planned contracts

e dentification of contracts which are due to expire, which triggers a request
to the service to re-procure the contract, in compliance with procurement
regulations.

Itis too early to assess the effectiveness of these controls.

Disciplinary Process

61. As a result of the Internal Audit findings, a disciplinary process concluded in
May 2018. The employees considered for inclusion in the disciplinary
process were those covered by the Internal Audit investigation. The process
found there was no basis for action to be taken against any individual
employee.

62. In our opinion, based on the findings reported in the Internal Audit report,
there were three areas to be considered as part of this process:

e the breach of procurement regulations. As senior officers were aware of the
breach of procurement regulations it was reasonable that no action was
taken against the employees

e the hospitality allegations were not proven, therefore, it was appropriate that
no disciplinary action was taken against employees

e non-compliance with the breach of the Code of Conduct in failing to declare
close personal relationships with contractors. No disciplinary action has
been taken against any employee with regard to this issue.

63. With regard to the Code of Conduct issues, the Internal Audit report said
that, “these relationships were not declared and should have been in
accordance with the Employee’s Code of Conduct.” The Internal Audit
Report to the Audit Committee of 12 December 2018 stated “there was a
failure to declare personal associations with contractors, as per the
employee Code of Conduct.” We agree with the conclusion of Internal Audit
that the employee relationships should have been declared to comply with
the council’s Code of Conduct. The Code of Conduct in place until October
2018 states at paragraph 8. “Employees must notify the Chief Executive, in
writing, if it comes to their knowledge that ?)contr%cé in which they have a
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personal or financial interest, whether direct or indirect, has been or is about
to be, entered into by the Council”.

64. The council’s Strategic Lead — People and Technology and the Council’s
Monitoring Officer have explained that they disagree with Internal Audit’'s
assessment that employees had breached the Code of Conduct. They
consider the wording of the council’s code up to 2018, did not require such
relationships to be disclosed. As a result, they feel disciplinary action was
not justified. In 2018, the Code of Conduct was revised and the paragraph
relating to employees disclosing personal relationships changed, see
paragraph 55 for details.

65. In discussions between Internal Audit and HR in finalising the investigation
report, HR officers did not raise any disagreement with Internal Audit’s view
on the breach of the Code of Conduct.

66. Given the different views of the council officers, on whether or not the Code
of Conduct was breached, we recommended that the council review its
position and clarify its final view on this issue.

Recommendation 9

In our action plan at Appendix B, we recommended that senior officers
should reconsider whether action should be taken regarding any
breaches of the council’s Code of Conduct. Officers have now reviewed
this decision and are of the view that no disciplinary action is appropriate,
as they feel there has been no breach of the Code of Conduct and the
matter was fully considered by managers at the time, with no additional
evidence now available to warrant review.

Restructuring of Roads and Greenspace services

67. As of January 2019, the council has formed a shared service for roads with
Inverclyde Council. Senior officers should consider whether any of the
findings in this report impact on the consideration of any restructuring
decisions.

Procurement weaknesses in other
services

68. The 2018 Internal Audit report on Roads and Greenspace includes
procurement practices and contracts awarded since 2013/14. There is a risk
that similar weaknesses in procurement practices have continued with
some contracts in this service.

69. In December 2018, Internal Audit also reported to the Audit Committee
Investigation: Fire Detection and Fire Alarm Systems. This covered similar
allegations regarding the procurement and tendering arrangements.
Internal Audit reported that “procurement processes in relation to fire alarm
upgrades and maintenance have not been adequately followed, controls
over checking and review of work done by third party contractors has not
been adequate and there has been a lack of management oversight.” This
report covered the period between 2013 — 2017.

70. Afurther Internal Audit report ‘Allegations in relation to WDC Tower Blocks’
concluded that, while there was no substance to any of the allegations
made, “the arrangements for procurement processes were not fully adhered
to in that the Council’s Corporate Procurement Unit were not involved.” This
report covered the year 2016 — 2017.
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71. Internal Audit is currently carrying out a planned exercise covering the
tendering of social care services, which is due to be reported in May 2019.
We have been told that issues are emerging.

Recommendation 10

Senior officers should now establish and report to members on the full
range of services where procurement procedures are not being followed
and improvement actions should be monitored. Explicit reference should
be made to breaches of the council’s procurement regulations.

Other Allegations

72. At the Council meeting on February 14, 2019, a query was raised by an
elected member regarding alleged tampering of a tender document for work
on a car park in Dalmuir. From review of this contract, there is no evidence
to support the allegation that the contract was tampered with or that the
lowest bid was not selected for this contract.
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Appendix A — Timeline

Date Event

March 2016

Internal Audit was made aware of the allegations and subsequently met with the
informant and Police Scotland

October 2016

Internal Audit requested sample documentation from services

December 2016 Internal Audit interviewed employees

May 2017 All sample evidence received

May 2017 Police Scotland advised that they were not progressing any action
June 2017 Further interviews with employees

August 2017 Draft report issued for comment to officers

September 2017

Draft report sent to the Chief Executive

Jan 2018 Updated version of report issued to officers

April 2018 Internal Audit Report finalised between officers

May 2018 Annual Procurement Report reported to Corporate Services committee

May 2018 Disciplinary process concluded

Dec 2018 Summary Internal Audit findings and the action plan reported to the audit
committee

January 2019 External Audit was informed of concerns regarding how the council had
responded to allegations of breaches of tendering and contract regulations at
the council. At the same time, the Chief Executive approached us to discuss the
allegations made and the scope of our work

February 2019 A redacted Internal Audit report was provided to members

March 2019 A briefing note was sent to all councillors from the Audit Manager providing
more information on this issue

April 2019 External Audit report issued to the Council
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Appendix B — Action plan

Audit Recommendations

Management response

Responsible
officer and
target date

1.The 2019 Annual Procurement Report
should contain the information required
by section 18 of the Procurement Reform
(Scotland) Act 2014, including the extent
of non compliance with the council’s
procurement regulations.

Risk

There is a risk of non-compliance with
section 18 of the Procurement Reform
(Scotland) Act 2014.

Paragraph 29

The 2019 Annual Procurement Procurement
Report will contain information Manager
required by the Act, including the 22 May 2019

extent of compliance.

2.The format of all Internal Audit reports
should be reviewed, and the level of
detail provided to the Audit Committee
should be reconsidered.

Risk

There is a risk that members are not
provided with the appropriate level of
detail to support them in their scrutiny
role.

Paragraph 37

1. The format of Internal Audit
reports has been reviewed as a
lessons learned exercise, e.g.
transcripts from interviews would
not normally be included, and
personal and commercial
information kept to appropriate
levels of detail.

Audit Manager
30 April 2019

2. The level of detail provided to
Audit Committee is included in
this review and will be reported
to a future Audit Committee

Audit Manager
12 June 2019

3. Internal Audit should ensure that the
scope of future procurement audits
adequately covers relevant areas.

Risk

There is a risk that weaknesses with
procurement practices are not reported.

Paragraph 40

The audit work undertaken was an
investigation not a planned audit.
Internal Audit will build this into
future planned procurement audit

Audit Manager
30 April 2019

4. Internal Audit should review how they
document complex investigations to
ensure clear documentation, in
accordance with Public Sector Internal
Audit Standards.

Risk

There is arisk that there is a lack of

documentation to support the judgements

in Internal Audit reports.

Paragraph 41

Internal Audit will utilise the Team
Mate electronic audit system to
document all audit investigations,
including document and activity
logs on complex investigations

Audit Manager
30 April 2019
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Audit Recommendations

Management response Responsible

officer and
target date

5. The Internal Audit follow up of
tendering and contract arrangements
should be reported and the results
included in the 2018/19 Annual
Governance Statement.

Risks

There is a risk of financial loss and
reputational damage to the council if the
required improvements have not been
implemented.

There is a risk that the Annual
Governance Statement disclosures are
not comprehensive.

Paragraph 44

This follow-up audit is in progress Audit Manager
and will be completed in time to 31 May 2019
inform the Annual Governance

Statement for 2018/19.

6. The approach taken to investigating
serious allegations should be reviewed.
Staff should respond quickly to internal
audit queries, to facilitate timely
reporting of audit findings. Progress
updates to the Audit Committee or
appropriate member groups should also
be considered.

Risk

There is a risk that members are not
provided with sufficient information to
support them in their scrutiny role.

Paragraph 46

1. Internal Audit will create a Audit Manager
protocol on expected 31 May 2019
response times which will
set out clearly the timescale
for escalation where
responses are not
forthcoming or delayed.

2. Ongoing reports to Audit
Committee on
whistleblowing and other
investigations will be
enhanced from the next due
report.

Audit Manager
25 September
2019 onwards

3. Audit Manager has set-up a

regular meeting with the Audit Manager

Chair of the Audit Complete
Committee.

4. Audit Manager, Chief Audit Manager
Executive and Strategic Chief Executive
Lead - Resources will Strategic Lead-
consider wider Member Resources
awareness on emerging Ongoing

issues on an ongoing basis

7. Officers should comply with all
procurement financial regulations.
Committee approval should be obtained
as required by the regulations.
Committee papers should record how the
procurement approach taken
demonstrates Best Value for the council.

Risk

There is a risk that the council breaches
its regulations and does not achieve Best
Value.

Paragraph 52

All Strategic Leads will be Strategic Lead —
reminded of the Financial Resources
Regulations and in particular 30 April 2019

those areas of spend where a
departure from normal processes
is required to be approved.

Mandatory training has been Procurement
provided and will continue to be Manager
provided to employees involved in  Ongoing
procuring contracts.

The Procurement Team will

advise Service areas as Eﬂrgﬁ;;?"em
appropriate in this regard {
e Y Ongoing

folloyving the review of the on
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Audit Recommendations

Management response

Responsible
officer and
target date
contract spend analysis and when

agreeing priorities with service
areas.

8. Council regulations should be revised
to include actions to be followed by
managers when personal relationships
are declared between officers and
contractors. Documentation should be
maintained by line managers and
centrally for senior officers, to
demonstrate action taken to avoid
relationships influencing the award of
contracts.

Risk

There is a risk of financial loss and
reputational damage to the council.

Paragraph 58

The Council will amend its November 2019
guidance and Code of Conduct to
make explicitly clear, the
considerations and actions
expected of managers when
personal relationships are
declared between officers and
contractors. The timescale
suggested, reflects the
consultation required with the
Joint Trades Union and reporting
policy changes to the relevant
Council Committee.

Strategic Lead,
People and
Technology

Strategic Lead -
Regulatory

9.Senior officers should reconsider

At the time of investigation No further action

whether action should be taken regarding officers disagreed with the planned.
any breaches of the council’s Code of assessment that employees had
Conduct. breached the Code of
Risk Conduct. As a resu!tdisciplinary

action was not considered to be
There is a risk of reputational damage to justified. Different officers have
the council and a perception by now reviewed this position and
employees that non-compliance with agree with the view taken at the
council regulations is acceptable. time that there was no breach

and no disciplinary action is
Paragraph 66 appropriate for that reason. In

addition it would be grossly unfair

to employees to re-open

decisions taken a considerable

time ago on disciplinary matters

in the absence of fresh

information. The associated risk

is not accepted on this action as it

is not accepted any employees

breached the code then in place.

In 2018, the Code of Conduct

was revised, with additional

supporting guidance to make it

clear regarding when employees

should disclose personal

relationships accordingly the

same situation should not arise

again.
10. Senior officers should now establish 1. The Annual Procurement Procurement
and report to members on the full range Report will provide Manager
of services where procurement enhanced information as to 22 May 2019 and
procedures have not been followed and levels of on and off contract ~ Ongoing

improvement actions should be
monitored. Explicit reference should be

spend.
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Audit Recommendations Management response Responsible

officer and
target date

made to breaches of the council’s . The Annual Governance Strategic Lead —

procurement regulations. Statement within the annual Resources

Risk accounts will t_)e enhar_u:ed to 12 Ju_ne 2019 and
provide more information on  ongoing

There is a risk that members are not issues and actions agreed to

provided with sufficient information to improve.

support them in their scrutiny role.

Paragraph 71

Page 32



West Dunbartonshire Council

Audit Review of the Investigation of Tendering and Contracting Practices in
Roads and Greenspace Services
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or info@audit-scotland.gov.uk
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Wiv] flafin|=

V/AUDITSCOTLAND



mailto:info%40audit-scotland.gov.uk?subject=
http://www.audit-scotland.gov.uk/
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Appendix B

Tendering & Contracting: Roads and Greenspace & Generic

Actions

Generated on: 23 April 2019

West 7

unbartonshire
COUNCIL

Project 139. Tendering & Contracting
Roads and Greenspace (Report Issued January 2018)
Generic Actions (Issued October 2018)

Sub-
. Action Status Actual Due Date . Sub-Action Action Sub-Action Due |Sub-Action .
R e Progress Bar of Action A el Progress Bar Status Date Assigned To Slulpraien Lt Mot
Icon
Roads and Greenspace
Specific Action
Agree. Environment and
1. Requirements of WDC Code of Neighbourhood _
Conduct and Financial Regulations management team will
All employees should ensure that consider and note the
they are fully aware of the contents of the WDC dee
requirements of the WDC Code Of gf Colmi_UCt antdtrmlnanc'fl -
Conduct. Where ropriate t egulations at the nex AR an Bain;
thoei;jﬂole, employa/zgsos%oauld ° Environment & 1£0 @ 28-Feb-2018 Raymond Walsh Complete.
ensure awareness of the Financial Neighbourhood Team
Regulations. Management should 1 00% | 31-Dec-2018 meeting. Environment &
continue to keep themselves Neighbourhood Managers
informed of future development are booked on
and training on financial Pr.ocgrement training and
regulations and ensure that will, in future, seek
employees are advised as support from the CPU as
appropriate. appropriate.
. . Generic Action
(High Risk) Code of conduct and ,, All Strategic
Financial Regulations are 1C0 @ 31-Dec-2018 Leads (HSCP - |Complete.

in place and reviewed
regularly. New employees

Heads of Service)

1
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are provided with access
to these documents as
part of offer and
acceptance of
employment and
reinforced through the
induction process.

SLG will ensure
appropriate ongoing
training and awareness is
in place for employees in
line with be the best
conversations, 121
meetings and
development plans,
additionally to ensure
ongoing awareness as
roles changes and revised
versions are issued.

2. Declaration of Personal

Roads and Greenspace

Relationships on the Register of Specific Action 1C0 31-Jan-2018 Ronnie Dinnie Complete.
Interests Agree.

Management and relevant

employees need to be made

aware of the requirement to

declare personal relationships Generic Action

that could be a conflict of : Aareed and conti

interest. This declaration should JIIER 31-Dec-2018 ﬁgﬁf;gg csﬁ_rglcvﬁs 0 All Strategic

be in line with the Employee Code ensure appropriate 1C0 31-Dec-2018 Leads (HSCP -  |Complete.
of Conduct; further information is awareness for staff on Heads of Service)

available in the Council wide updates to policy and

guidance on the Register of practice.

Interests.

(High Risk)

3. Training on Procurement Roads and Greenspace

Policies Specific Action

The current procurement policies Agree. Management will

that are in place across the seek assistance from

Council are sufficient, however, in 100% | 31-Mar-2019 Procurement on the 1C0 31-Jan-2018 Ronnie Dinnie Complete.

order to ensure adherence, all
appropriate employees within
service areas across the Council
must undertake training on the

training opportunities
available to achieve
compliance with
Procurement procedures.
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procurement procedures.

(High Risk)

Generic Action

SLG and managers ensure

through be the best
conversations and
development plans that

All Strategic

employees receive 1C0 31-Mar-2019 Leads (HSCP - |Complete.
- s Heads of Service)
appropriate training and
are kept up to date
following updates in
practice and policies.
Roads and Greenspace
Specific Action
Agree. A list of all future
contracts will be
4. Development of Record maintained and reports
Keeping System submitted to the
Management across the Council Tendering Committee by
must ensure, in conjunction with Corporate Procurement 00 30-Apr-2018 Ian Bain; Combleted
the Corporate Procurement Unit, will also be retained by “Apr Raymond Walsh |Completed.
that a consistent system for relevant Manager. In
record keeping is developed and addition, documentation
an officer in a supervisory / T00% | 31-Dec-2018 will also be retained
management role takes relating to the
responsibility for the procurement specification, quotations,
and the award of each contract contract details and
and ensures that adequate monitoring of work.
records are prepared and - -
maintained. Generic Action
SLG will ensure CPU will
(High Risk) continue to work with All Strategic
management teams and 1C0 31-Dec-2018 Leads (HSCP - |Complete.
have appropriate systems Heads of Service)
in place. This is in line
with policy and procedure.
5. Appropriate Form of Contract Roads and Greenspace
Internal Audit recognise the Specific Action Completed. Minor civil
significant procurement pipeline Agree, a proper contract is.the
and the ongoing reporting of specification for all works appropriate form of
performance of the Council in will be produced. Ian Bain; ppt ptf K
terms of “on contract” spend and 100%{ |31-Dec-2018 Assistance will be required 1C0 30-Apr-2018 Annabel Travers; contract tor works

that moving to a position closer to
100% of spend being “on
contract” will take time and in
some cases exigencies of
continued service provision will

from Procurement and
Legal to develop standard
terms and conditions for
contracts.

Raymond Walsh

under £50k and over
£50k. This contract
award was agreed at
Tender Committee.
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mean that some spend will
continue to be “off contract” until
appropriate procurement
processes can be completed.

In recognising this Internal Audit
would remind managers that in
procuring supplies and services
an appropriate form of contract
should be put in place for all
works that are undertaken [over
£2k]. Such contracts will contain
a clear specification of works and
will be let through the Council’s
quotation process [Quick Quotes
for contracts with an estimated
value of between £10k and £50k,
seek a minimum of three written
quotes for contracts with an
estimated value of between £2k
and £9,999.99], and through the
Public Contracts Scotland (PCS)
portal for all those above £50k,
all in accordance with the relevant
legislation and procedures
narrated in Section Q of the
Financial Regulations. Ongoing
monitoring of “on contract”
performance is continued through
public performance reporting.

(High Risk)

Tender Request forms will
be completed by Service
Managers and Tender
Strategy Documents will
be prepared in
conjunction with CPU.

Generic Action

In line with contracts and
supplier management
policy strategy and
financial regulations. This
is monitored and
progressed by CPU and
SLG / Management teams

1C0

30-Nov-2018

All Strategic
Leads (HSCP -
Heads of Service)

This is an ongoing
process.

6. Variations to Original
Specifications

As per the Financial Regulations,
any variation to original
specifications which will have a
budgetary impact and / or
potentially impact upon the
achievement of the key purpose
of the project should be
authorised by an appropriate
Officer of WDC subject to
budgetary provision being
available and approved before
work is commenced.

100%

31-Dec-2018

Roads and Greenspace

Specific Action
Agree.

1C0

28-Feb-2018

Ian Bain;
Raymond Walsh

Completed.

Generic Action
Agreed.

1C0

31-Dec-2018

All Strategic
Leads (HSCP -
Heads of Service)

Complete.
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(High Risk)

7. Phases of Work

If works or other purchases are to
be done in phases/stages, the full
development/works and

Roads and Greenspace
Specific Action

Agree. In some instances
the full extent of work in
not known or quantifiable
at the start of phase 1
however it is recognised

Ian Bain;

associated procurement approach that if there are additional 1[:[]?4 28-Feb-2018 Raymond Walsh Completed.
must be agreed with the 0 ]
Corporate Procurement Unit. 100%]| 31-Dec-2018 EansgeseftﬁéZ;hj project
Works should not be artificially additional external
split into funding being made
phases/stages/contracts. available Procurement will
(High Risk) be notified.
igh Ris
Generic Action All Strategic
Agreed 1C0 31-Dec-2018 Leads (HSCP - |Complete.
’ Heads of Service)
8. List of Contracts Roads and Greenspace
A running list of contracts must Specific Action
be maintained by service areas, Agree. Service Managers
covering both revenue and capital will request assistance
jobs. A key financial control is the from Finance Business
requirement for cost control Partners to put in place
through the use of commitment commitment accounting 100 31-Dec-2018 Ian Bain; Complete
accounting and reconciliation of process as described. Raymond Walsh ’
commitments to actual spend and Managers will seek
to ledgered spend. All service guidance from Finance
areas should ensure that 100% |31-Dec-2018 Business Partners to show
appropriate commitment best practice examples
accounting processes in the that are in operation
management of contracts are in across the Council.
place and maintained that ] -
reconciles to the general ledger. Generic Action . )
This would allow management to gtg ";]COEIU”CF'OT‘ W'(tjh 'I':\” ?jtra(EeSgICcP
i i should review an eads -

monitor work being done and ensure this is in place in 1C0 31-Dec-2018 Heads of Complete.

assist in cost control.

(Medium Risk)

the most efficient ,
effective manner.

Service); CPU
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9. Monitoring of Works Contracts

Roads and Greenspace

Ian Bain;

It is recommended that a formal Specific Action 1[:[]‘1!‘4 28-Feb-2018 Raymond Walsh Completed.
monitoring process is put in place Agree.
whereby a named WDC officer for
each works contract is required to
make a site visit and sign off a
document to confirm that the
works invoiced have been 07 Nan Generic Action
_com_pleted as invoiceq and _ 100%|31-Dec-2018 SLG for those “works “ All Strategic
invoices for that particular job can contracts will ensure this 1C0 31-Dec-2018 Leads (HSCP - |Complete.
be passed for payment. The is in place in line with new Heads of Service)
process for this is per the recently policy.
approved Contract and Supplier
Management Policy.
(Medium Risk)
Roads and Greenspace
Specific Action
(a) Agree. Discussion will
take place with the
relevant staff to
determine requirement to
» retain data from the
10. Document Archiving existing archive store in
All documentation contained order to ensure
within any arc_hived storage area compliance with the Ian Bain; Richard
should be reviewed and established document 1C0 31-Dec-2018 Cairns; Raymond |Complete.
documents destroyed as retention policy. Walsh
necessary in order to comply with 100% (31-Dec-2018 (b) Strategic Leads within
data retention policies and to in Regeneration,
make documents easily Environment & Growth
accessible. whose services are storing
) ) documents within this
(Medium Risk) area will also be required
to ensure that current
policies are being
complied with.
Generic Action All Strategic
This is in place in line with 1C0 31-Oct-2018 Leads (HSCP - Complete.

GDPR.

Heads of Service)

Page 40




Roads and Greenspace

Specific Action
Agree. Advise will be

Ian Bain;

sought from Procurement 1ca 28-Feb-2018 Raymond Walsh Completed.
. . should this set of
11. Quote Disparities circumstances occur.
If there are large differences in -
the quotes received from This already happens
contractors, advice should be and is controlled by
sought from the Central 100% | 31-Dec-2018 the Corporate
Procurement Unit on any potential _ Procurement Unit
course of action. Generic Action All Strategic (CPU) for higher value
T . Leads (HSCP - procurements. The
) ) Agreed in line with policy 1C0 31-Dec-2018 ¢ il h
(Medium Risk) and procedure. Head_s 0 CP_U will amend the
Service); CPU guidance for works /
goods / services
valued at less than
£50K to reflect this
requirement.
Following the
introduction of the
Minor Civils
12. Roads Operations - Best Framework Contract
Value (delayed for 10
An exercise should be performed weeks) we have
to determine if Roads Operations undertaken a high
are offering the Council “best level review of costs
"o . . . Roads and Greenspace .
value”, in particular this exercise = - and our continued
. Specific Action S
should establish why quotes are — participation in APSE
- Agree. This will form part - .
often uncompetitive and of the Shared Service permits benchmarking
determine the rationale behind T5% 30-Sep-2019 T5% 30-Sep-2019 Raymond Walsh |with our family group

costing within the service.
Consideration should be given as
to the types of works which Road
Operations can physically
undertake and should therefore
be expected to quote.

(Medium Risk)

agenda should the Council
agree to progress or
otherwise be subsequently
reviewed

and the wider roads
services. It is intended
to further review upon
completion of twelve
months from
introduction, therefore
providing a more
robust assessment,
this would be
undertaken in
September 19.
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13. Use of Purchase Orders

Roads and Greenspace

Ian Bain;

Purchase orders should not be Specific Action 1[:[]‘1!‘4 30-Apr-2018 Complete.
used as a substitute for contracts. Agree. Raymond Walsh
When undertaking general
purchasing of goods if purchase
orders are used the form should 100% [31-Dec-2018 . ) )
be filled out in full and Generic Action All Strategic
authorisation should be clear and Agreed in line with policy 1C0 31-Dec-2018 Leads (HSCP - |Complete.
legible. and procedure. Heads of Service)
(Medium Risk )
; Roads and reenspace
14. Recommending of External Road.sf.and Greens ace
Contractors Specific Action
oo The Corporate
A council wide procedure should Procurement Manager
be developed that establishes - 9
under what circumstances (CPM)dW'" de.vhel_op a (;Iear
Officers can recommend external Ego?_j‘ Suerls/ivt\:léts a:p]zu;u;:?n
contractors to third parties and 100% 31-Oct-2018 9 1C0 31-Oct-2018 Annabel Travers |Completed.

that provides guidance on
wording that can be used and
where a recommendation is likely
to be inappropriate.

(Medium Risk)

Resource Services,
available to all Council
staff that states when
Council employees can
and cannot recommend
an external contractor and
the reasons why.
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Improvement Action Plan arising from Audit Scotland Report

Generated on: 29 April 2019

Project 25. Audit Review of the Investigation of Tendering and Contracting Practices in Roads and Greenspace Services (Report Issued April 2019)

Original Due Date

Actual Due Date

Action Code Recommendation Agreed Action Status Progress Bar of Action of Action Assigned To Note
The 2019 Annual
1. Annual Procurement .
Procurement Report with
Report - } .
the information required
The 2019 Annual ;
by section 18 of the
Procurement Report should
. h . Procurement Reform
contain the information .
required by section 18 of the (Scotland) Act 2014, will
a Y The 2019 Annual be reported to Corporate
Procurement Reform . - - )
(Scotland) Act 2014 Procurement Report will Services Committee in
T&PSR/EAAP/182 |including the extent’of non contain information |> A% 22-May-2019 22-May-2019 Annabel Travers May 2019. Council spend
- ) ., |required by the Act, - will be analysed quarterly
compliance with the council’s |. ludi h £ d il b
rocurement regulations. inclu [ng the extent o an a. report will be
P compliance. submitted to the
- Corporate Service
Risk . ;
. . Committee on a six-
There is a risk of non- . .
. ) - monthly basis showing off
compliance with section 18 of
contract spend and
the Procurement Reform measures for moving such
(Scotland) Act 2014. spend on to contract.
2. Format of Internal Audit 1. The format of Internal This action has two
Reports Audit reports has been milestones, progress
The format of all Internal reviewed as a lessons against which is as
Audit reports should be learned exercise, e.g. follows:
reviewed, and the level of transcripts from
T&PSR/EAAP/183 detail provided to the Audit |interviews would not |> 50% 12-Jun-2019 12-Jun-2019 Colin McDougall 1. This is complete - the

Committee should be
reconsidered.

Risk
There is a risk that members
are not provided with the

normally be included,
and personal and

commercial information

kept to appropriate
levels of detail.

format of Internal Audit
reports has been
reviewed, taking into
account the approach
adopted by other Councils.

Page 43




Original Due Date

Actual Due Date

Action Code Recommendation Agreed Action Status Progress Bar of Action of Action Assigned To Note
appropriate level of detail to |2. The level of detail 2. The level of detail on
support them in their provided to Audit internal audit reports
scrutiny role. Committee is included in provided to the Audit
this review and will be Committee will be
reported to a future reported to the Audit
Audit Committee Committee on 12th June
2019 for consideration by
Members.
3. Scope of future
procurement audits
Internal Audit should ensure
that the scope of future The audit work
procurement audits undertaken was an
adequately covers relevant investigation not a This arrangement has
T&PSR/EAAP/184 |areas. planned audit. Internal @ 100% | 30-Apr-2019 30-Apr-2019 Colin McDougall been established going
Audit will build this into forward.
Risk future planned
There is a risk that procurement audits.
weaknesses with
procurement practices are
not reported.
4. Documenting of
Investigation Work
Internal Audit should review
how they document complex I - - The TeamMate electronic
. L nternal Audit will utilise . :
investigations to ensure clear he T Mate audit software system will
documentation, in the €am Mate now be used more
. . electronic audit system :
accordance with Public to document all audit extensively for
T&PSR/EAAP/185 |Sector Internal Audit . A ; . @ 10M1% | 30-Apr-2019 30-Apr-2019 Colin McDougall investigation work, in
Standards investigations, including particular for complex and
’ document and activity
) logs on complex larger scale cases
Risk investigations undertaken by the
There is a risk that there is a ’ Internal Audit team.
lack of documentation to
support the judgements in
Internal Audit reports.
5. Follow-up Audit Work This follow-up audit is in This audit assignment is in
The Internal Audit follow up |progress and will be progress and the findings
T&PSR/EAAP/186 |of tendering and contract completed in time to @ 31-May-2019 31-May-2019 Colin McDougall will be used to inform the

arrangements should be
reported and the results

inform the Annual
Governance Statement

Annual Governance
Statement for 2018/19.

10
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Original Due Date

Actual Due Date

Action Code Recommendation Agreed Action Status Progress Bar of Action of Action Assigned To Note

included in the 2018/19 for 2018/19.

Annual Governance

Statement.

Risks

There is a risk of financial

loss and reputational damage

to the council if the required

improvements have not been

implemented.

There is a risk that the

Annual Governance

Statement disclosures are

not comprehensive.
1. Internal Audit will This action has four
create a protocol on milestones, progress
expected response times against which is as
which will set out clearly follows:

6. Approach to Investigating |the timescale for

Serious Allegations escalation where 1. A protocol on expected

The approach taken to responses are not response times will be

investigating serious forthcoming or delayed. completed by 31 May

allegations should be 2019.

reviewed. Staff should 2. Ongoing reports to

respond quickly to internal Audit Committee on 2. Ongoing reports to the

audit queries, to facilitate whistleblowing and other Audit Committee on

timely reporting of audit investigations will be . . whistleblowing and other

findings. Progress updates to |enhanced from the next Colin McDougall; investigations will be

T&PSR/EAAP/187 ' [) 25-Sep-2019 25-Sep-2019  |Stephen West; Joyce

the Audit Committee or
appropriate member groups
should also be considered.

Risk

There is a risk that members
are not provided with
sufficient information to
support them in their
scrutiny role

due report.

3. Audit Manager has
set-up a regular meeting
with the Chair of the
Audit Committee.

4. Audit Manager, Chief
Executive and Strategic
Lead - Resources will
consider wider Member
awareness on emerging
issues on an ongoing
basis

White

enhanced from the next
due report to the Audit
Committee on 25
September 2019.

3. This is complete - a
regular meeting between
the Audit Manager and
Chair of the Audit
Committee has been set
up.

4. This is complete - the
Audit Manager, Chief

11
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Original Due Date

Actual Due Date

Action Code Recommendation Agreed Action Status Progress Bar of Action of Action Assigned To Note
Executive and Strategic
Lead - Resources will
consider wider Member
awareness on emerging
issues on an ongoing
basis.
This action has three
milestones with progress
as follows:
1. The communication to
Strategic Leads reminding
All Strategic Leads will them of the Financial
be reminded of the Regulations and in
2. Compliance with Finarjcial Rggulations particular those areas of
Procurement Financial and in particular those spend where a departur_e
Regulations areas of spend where a from. norma_l processes is
_q—Officers should comply with departure _from n_ormal required; w_|II be sent to
all procurement financial processes is required to the Strategic Lgads on the
regulations. Committee be approved. week commencing
approval should be obtained . 29/04/2.019' Thg
as required by the Mandatory_ training h_as _Strateglc Leads will be
regulations. Committee beeq provided and YVI" |nstructeq tq cascade Fhe
T&PSR/EAAP/188 |papers should record how continue to be provided @ FE% 30-Apr-2019 30-Apr-2019 Annabel Travers; communication to their
the procurement approach to employees involved in Stephen West teams.
taken demonstrates Best procuring contracts. -
Value for the council. 2. Mandatpry tralnlng has
The Procurement Team been provided and will
Risk will advise .Serv.ice areas continue tolbe provigled to
There is a risk that the as approprlat_e in this employees involved in
council breaches its reggrd following the procuring contracts.
regulations and does not review of the on . . .
achieve Best Value. contract spend a_naIyS|s 3. The.CPU WI!| continue
and when agreeing to advise service areas as
priorities with service appropriate on the
areas. Financial Regulations and
review spend (minimum of
quarterly) with service
areas and when
developing the commaodity
and contract strategies.
12
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Original Due Date

Actual Due Date

Action Code Recommendation Agreed Action Status Progress Bar of Action of Action Assigned To Note

8. Declaration of Personal

Relationships The Council will amend

Council regulations should be |its guidance and Code of

revised to include actions to |Conduct to make

be followed by managers explicitly clear, the

when personal relationships |considerations and

are declared between officers |actions expected of

and contractors. managers when The two Strategic Leads

Documentation should be personal relationships will consider the required
T&PSR/EAAP/189 maintained by line managers |are declared between D 7 30-Nov-2019 30-Nov-2019 Peter Hessett; changes before

and centrally for senior officers and contractors. Victoria Rogers discussions take place

officers, to demonstrate The timescale with the Joint Trades

action taken to avoid suggested, reflects the Union.

relationships influencing the |consultation required

award of contracts. with the Joint Trades

Union and reporting

Risk policy changes to the

There is a risk of financial relevant Council

loss and reputational damage|Committee.

to the council.

10. Reporting on This action has two

Procurement Compliance milestones with progress

Levels as follows:

Senior officers should now 1. The Annual

establish and report to Procurement Report will 1. The 2019 Annual

members on the full range of |provide enhanced Procurement Report with

services where procurement |information as to levels the information required

procedures have not been of on and off contract by section 18 of the

followed and improvement spend. Procurement Reform

actions should be monitored. Annabel Travers: (Scotland) Act 2014, will
T&PSR/EAAP/190 |Explicit reference should be (2. The Annual D 12-Jun-2019 12-Jun-2019 ! be reported to Corporate

made to breaches of the
council’s procurement
regulations.

Risk

There is a risk that members
are not provided with
sufficient information to
support them in their
scrutiny role.

Governance Statement
within the annual
accounts will be
enhanced to provide
more information on
issues and actions
agreed to improve.

Stephen West

Services Committee in
May 2019. A report will
be submitted to the
Corporate Service
Committee on a six-
monthly basis showing off
contract spend and
measures for moving such
spend on to contract.

13
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2. The draft Annual
Governance Statement
will be provided to Audit
Committee on 12 June
2019 and thereafter to
Council on 26 June as part
of the draft Annual
Accounts for 2018/19. The
statement will include
enhanced information
regarding the levels of
compliance within service
areas and plans to
minimise this going
forward.

14
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