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. Executive Summary

Introduction

As part of the 2025/26 internal audit plan, approved by the Audit & Scrutiny Committee in
March 2025, we have undertaken an audit of Argyll and Bute Council’s (the Council) system of
internal control and governance in relation to Performance Management Arrangements and
Reporting.

The audit was conducted in accordance with the Global Internal Audit Standards (GIAS) with our
conclusions based on discussions with council officers and the information available at the time
the fieldwork was performed. The findings outlined in this report are only those which have
come to our attention during the course of our normal audit work and are not necessarily all the
issues which may exist. Appendix 1 to this report includes agreed actions to strengthen internal
control however it is the responsibility of management to determine the extent of the internal
control system appropriate to the Council.

The contents of this report have been agreed with the appropriate council officers to confirm
factual accuracy and appreciation is due for the cooperation and assistance received from all
officers over the course of the audit.

Background

The Local Government in Scotland Act 2003, introduced a statutory framework for “Best Value”
for local authorities. One of the duties set out within the Act is to “make arrangements to
secure continuous improvement in performance (while maintaining an appropriate balance
between quality and cost); and, in making those arrangements and securing that balance, to
have regard to economy, efficiency, effectiveness, the equal opportunities requirement and to
contribute to the achievement of sustainable development”.

The Council must also comply with the Accounts Commission Statutory Performance Information
(SPI) Direction 2024 which requires participation in the Local Government Benchmarking
Framework (LGBF). The LGBF is managed and presented by the Improvement Service to assess
performance against all Scottish Local authorities as well as within more comparable family
groups to explore improvements and application of best practice.

The Council approved the Performance and Improvement Framework (PIF) in 2017, it is founded
on the principle that the Council exists to make a positive difference to the people of Argyll and
Bute through the delivery of public services. The PIF helps the Council’s deliver its statutory duty
(above) by setting out the structure of the Council’s planning, performance and improvement
functions and how they interlink, it also helps individuals understand how they contribute to the
delivery of these functions by setting out various roles and responsibilities.

Reporting takes place quarterly at both Strategic and Area Committee levels, there are 47 high-
level indicators which are aligned to Corporate Outcome Indicators and presented in the
Council’s Annual Report.

The Council’s Performance Excellence Project (PEP) commenced in 2020 to support scrutiny of
performance by Elected Members and Senior Officers. The PEP aims to create a new PIF to
guide performance scrutiny and improve performance management and reporting procedures
by being simpler, more effective, and better aligned with the Council’s “Connect for Success”
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principles.

Phase one of the PEP delivered:

a reduced set of Corporate Outcome Indicators

decommissioning of Pyramid and development of new Area Scorecards using MS365
a new Corporate Plan and Business Plan

design and pilot of a new approach to self-assessment

Phase 2 aims to deliver an updated PIF aligned to the Council’s ‘Connect for Success’ Change
Programme that streamlines existing arrangements while maximising the use of available
technology. The PEP will include 5 work streams based on the existing PIF:

vk wnN e

Scope

The scope of the audit was to assess performance management arrangements being progressed
as part of the Performance Excellence Project as outlined in the Terms of Reference agreed with

Planning

Review and evaluation

Reflection

SPI compliance/Public performance Reporting
Updated PIF

the Head of Customer and Support Services on 18 December 2025.

Topical Requirements

Topical Requirements are a new, mandatory component of the updated International
Professional Practices Framework for internal auditing, they must be followed when auditing

subjects for which a Topical Requirement exists or when aspects of the Topical Requirement are

identified within other audits.

Current issued Topical Requirements were reviewed to assess relevance for inclusion within the

audit of performance management arrangements and reporting, it was determined that none
are applicable.

Key Dates

The Terms of Reference provided provisional timescales for the review to take place, the actual

dates are noted below.

Stage Actual
Date

Terms of Reference agreed 18 December 2025
Fieldwork Commencement 18 December 2025
Draft Report issued 13 April 2026
Management Comments received | 01 May 2026

Final Report issued 06 May 2026
Audit and Scrutiny Committee 11 June 2026
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Risks

The risks considered throughout the audit were:

e SRRO6: Insufficient resources to ensure effective service delivery
e Audit Risk 1: Project does not deliver intended outcomes to support overall
performance of the Council’s activities and benchmarking requirements

Audit Opinion

We provide an overall audit opinion for all the audits we conduct. This is based on our
judgement on the level of assurance which we can take over the established internal controls,
governance and management of risk as evidenced by our audit work. Full details of the five
possible categories of audit opinion is provided in Appendix 2 to this report.

Our overall audit opinion for this audit is that we can take a substantial level of assurance. This
means that internal control, governance and the management of risk is sound. However, there
are minor areas of weakness which put some system objectives at risk and specific elements of
residual risk that are slightly above an acceptable level and need to be addressed within a
reasonable timescale.

Recommendations

We have highlighted 2 low priority recommendations where we believe there is scope to
strengthen the control and governance environment. These are summarised below:

e Review the self-assessment guidance, template and reporting documents to:
i. provide examples of the level of detail considered to be useful when completing
self-assessments
ii. include designated fields to record areas for improvement and an associated
action plan to assign target dates and responsibilities
iii. develop a self-assessment report template that includes an action plan to drive
forward identified improvements and investigate use of automation to provide
further efficiencies by generating self-assessment reports from the completed
self-assessment exercise templates
e Investigate implementation of a mechanism to share good practice that may be
applicable across all Council service areas.

Full details of the audit findings, recommendations and management responses can be found in
Section 3 of this report and in the action plan at Appendix 1.

. Objectives and Summary Assessment

Exhibit 1 sets out the control objectives identified during the planning phase of the audit and our
assessment against each objective.

Control Objective Link to Risk | Assessment | Summary Conclusion

1 | Appropriate All risks Substantial | The Project Brief for Phase Two of the
governance Performance Excellence Project (PEP)
arrangements are in outlines governance arrangements,
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Control Objective

Link to Risk

Assessment

Summary Conclusion

place to ensure
delivery of the PEP

stakeholder engagement, project
scope, and key workstreams, with clear
responsibilities, deliverables, and
monitoring processes. Although
monthly reporting lapsed for a period,
it resumed and illustrated good
progress toward the revised
completion date of 31 March 2026,
extended from December 2024 due to
administrative changes and staff
absence. The project incurs no capital
costs, and revenue impacts relate only
to staff time within normal working
arrangements.

2 | PEP deliverables
align with the
Council’s strategic
outcomes and
priorities

All risks

Substantial

Stakeholder engagement helped
inform the development of aligned
strategies, streamlined corporate
outcome indicators, new plans,
self-assessment processes,
performance dashboards and reporting
frameworks, establishing a more
integrated, efficient and
outcome-focused approach to
performance improvement and
reporting across the Council.

3 | PEP deliverables
align with LGBF
requirements

All risks

Substantial

The Council submits accurate and
timely LGBF performance data, uses
dashboards to benchmark
performance against peers and over
time, and applies audit assurance
processes. Benchmarking supports
service-level improvement, however, a
clear mechanism is recommended to
share learning across all services.

20. Further details of our conclusions against each control objective can be found in Section 3 of this

report.

3. Detailed Findings

21. A Project Brief document has been prepared as a foundational roadmap for the Performance
Excellence Project (PEP) Phase Two and contains details as expected including: governance
arrangements; stakeholder involvement; background information regarding Phase One; the
scope and workstreams forming the basis of work to be performed in Phase Two with specific
elements to be delivered; dependencies, relationships and complementary activities with other
projects; consultation and engagement plan; outline timescales and risk register.
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23.

24,
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26.
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28.

. The Project Brief clearly defines the project Board, Sponsor, Lead and working group along with

their respective responsibilities within the governance arrangements, additionally, stakeholders
have been listed along with their interests as well as the means of communications and
consultations to be used in progressing the PEP.

The Project Brief provides a high level description of the deliverables within each of the five
workstreams along with target dates for delivery. These deliverables are explained more fully
within update reports provided to the Audit and Scrutiny Committee and are also recorded
within an application used by the project team to monitor progress towards completion.
Objectives have been clearly established with each deliverable sub-divided into smaller tasks
contributing to overall completion. Updates are regularly added to the application and
supporting documents added where relevant to evidence decisions and progress made.

Monthly Highlight Reports containing an overall red/amber/green (RAG) status, headlines
indicating achievements since the previous update, progress against implementation plan and
any relevant notes pertaining to budget, issues and risks were submitted to the project board
and indicated whether the PEP was expected to meet the planned completion date of 31 March
2026.

The original target date for completion was December 2024, however, due to a change in
Council Administration, which subsequently led to an updated Corporate Plan affecting
Workstreams one and two, and some sickness absence within the project team, the overall PEP
project completion date has been rescheduled to March 2026. The project Board was
appropriately informed of progress and deviations throughout via the Highlight reports and
verbal updates.

The PEP will be delivered via normal working arrangements using existing resources and
software applications, therefore, there is no capital cost assigned. There is no formal budget of
time allocated to the delivery of the PEP, however, time is recorded and may be analysed to
provide an indication of revenue costs associated with the PEP should this be required.

Key stakeholder engagement took place, and feedback was used to develop the workstreams in
accordance with the overarching scope of the PEP. A combination of presentations, discussions
and surveys took place at Strategic Management Team (SMT), Chief Officers Group (COG) and
Senior Leadership Forum (SLF), operational teams were also involved in discussions around
development of the new reporting dashboards. Council Committees have been periodically
updated with progress of the PEP and agreement of specific elements sought when required e.g.
revised Corporate Outcome Indicators.

Strategies in place across the Council’s services have been identified and analysis performed to
establish relationships and commonalities. A process to develop and manage new strategies has
been approved and a standard template created, however, it is noted that this may not be a
“one size fits all” solution due to the diverse nature of services provided by the Council.
Discussions took place at COG where it was emphasised that strategies should clearly link to
Corporate Outcomes and there should be differentiation between strategies, policies, plans and
other documentation. Good progress has been made in strategy analysis and in identifying
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33.

34.

35.

relationships/commonalities to align with the overarching strategic aims of the Council and is
planned for completion beyond the PEP.

Corporate Outcome Indicators have been reduced from the 47 that were aligned to the Argyll
and Bute Outcomes Improvement Plan (ABOIP) 2013-2023 to a more concise suite of 14 aligned
to the ABOIP 2024-2034. These corporate outcomes were devised following considerable
engagement with COG, the Executive Leadership Team (ELT) and Heads of Service and were
approved at the Council’s Policy & Resources Committee in February 2026.

The Corporate Improvement Plan 2025-28 supports the Council’s vision and is clearly aligned
with statutory Best Value duties and the expectations of the Accounts Commission. This Plan
was endorsed by the Council in June 2025 where it was acknowledged as an enabler for
transformational change across services and that updates would be provided on a regular basis
to the Audit and Scrutiny Committee for oversight.

Updated priorities were agreed at full Council in September 2024 and are included within the
Corporate Plan 2025-27 which is clearly aligned to the ABOIP 2024-34 and was approved at the
Policy and Resources Committee meeting on 8 May 2025.

The Annual Business Plan for 2025-26 was approved at the Policy and Resources Committee in
February 2026 and includes specific activities and success measures to drive forward delivery of
the Council priorities set out in the Corporate Plan 2025-27.

Pilot self-assessment activities have taken place and the process approved for roll-out across
other teams on a service or thematic basis when a need is identified. A self-assessment
template has been prepared to aid the process and encourage use of existing evidence or advice
from other Council services wherever possible to avoid duplication and minimise impact on
business requirements. It is also acknowledged that some service areas already complete and
report on self-assessment exercises for specific compliance purposes.

The self-assessment template provides an area to record a summary of improvement actions
identified, however, there is no designated field within each of the template sections to record
detailed areas for improvement. Improvements have been recorded within the main text area in
some instances but this is inconsistent across the completed templates reviewed, it is also noted
that the completed templates contained varying levels of detail which may create difficulties
when seeking to identify holistic priority areas for improvement. The summary of improvement
actions identified for each self-assessment that has taken place have not been formatted into
formal action plans with target dates and responsibilities assigned.

Action Plan 1

There is no self-assessment report template provided for use although the report created by the
Human Resources and Organisational Development (HROD) Team as part of the pilot exercise is
considered good practice for others to adopt. A standard report template would provide an
efficient means of compiling information whilst encouraging professional and balanced content,
it would also enable management to locate key information and compare results quickly using a
familiar layout. Whilst the HROD report identified multiple areas for improvement, there is no
formal action plan with target dates and responsibilities assigned. An action plan can bridge the
gap between identifying areas for improvement and achieving the intended results by providing
a resource to monitor and evidence progress made towards completion.

Action Plan 1
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Performance reporting dashboards assist management to monitor performance within their
teams. Progress has been made in implementing the 26 identified dashboards with the majority
of these now active with live data, the remaining dashboards are more complex than anticipated
and will be delivered beyond the project as core business developments.

The dashboards are populated using information at team level which is harnessed using various
methods, including dedicated system generated statistics, spreadsheet recordings and survey
feedback. The majority of dashboard input is required to be entered manually at present,
however, there is some automation in place to harness data directly from source and it is
intended develop this further as core business developments over time.

Feedback from early adopters indicates that the dashboards are useful and efficient and there is
keen interest in development of additional dashboards to monitor non-core business elements.

Work to develop corporate outcome indicator dashboards has commenced following recent
agreement of the corporate outcome indicators and it is intended that data generated from the
individual team dashboards will feed into these using automation to avoid duplicate input and
align with the Council’s “Report it Once” objective.

Work is in progress to harness all corporate performance information in a central file location
which is managed by HROD and used to populate relevant performance dashboards.
Commonalities between Corporate Outcome Indicators, LGBF and other relevant frameworks
have been and continue to be identified for incorporation within templates to record progress
for reporting purposes and reminders are generated when updates are required.

A new approach for using a planner application for non-core business activities was developed
and implemented as a pilot exercise with positive feedback received indicating improvement on
existing reporting methods. This approach was recommended for roll out across all services
alongside development of dashboards for core business activities.

The format of the Council’s Annual Report is compliant with the Statutory performance
Information Direction 2024 and was updated in 2024-25 following a review of reports presented
by other local authorities to establish best practice. Further improvements have been identified
and are planned for inclusion within the 2025-26 report due to be presented for approval in July
2026. The overarching aim is to simplify the content of the report and provide a clear line of
sight between the newly agreed Corporate Outcome Indicators and Council Business Plan.

The Council’s web pages for performance improvement and reporting have been updated
providing clear information, useful options for navigation and links to view additional
information and detailed documents including Annual Reports, quarterly reports for Area
Committees and Financial Statements.

The Accounts Commission Statutory performance Information Direction 2024 requires that
information published be comparable with other relevant bodies and also from year to
year/period to period. The Council is also required to publish all information in relation to the
requirements of section 13 of the Local Government (Scotland) Act 2003 where activities are
carried out. Councils are therefore expected to use LGBF alongside other frameworks.

In line with current demands, Local Government Benchmarking Framework (LGBF) reporting has
been delivered to the Audit and Scrutiny Committee at high level with signposting provided to
the Improvement Service Dashboard to view more detailed information.
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10

. The Council’s approach to benchmarking is broader than the LGBF and guidance around why we
benchmark, who to benchmark against, different frameworks applied, various expectations and
inclusion within strategy, self-assessment and planning documents is included within the draft of
the updated Performance Improvement Framework.

The draft Performance Improvement Framework incorporates outputs from each of the 4
preceding workstreams to ensure there is a clear line of sight to Corporate Outcomes
throughout.

The PEP has established a “tell us once” approach where data collection and related
performance reporting are connected using technology resources available and plans are in
place to continue development beyond the close of the project to create further efficiencies for
management.

The Council contributes to 103 of 108 Statutory Performance Indicators (SPIs) within the LGBF,
the remaining 5 relate to housing stock and are not relevant. Internal Audit review a sample of
data submissions annually to confirm accuracy and report findings to the Strategic Management
Team and Audit and Scrutiny Committee. Reviews confirm that information is gathered in
accordance with documented guidance and any identified errors are amended prior to
submission.

The Council provides data for inclusion within the LGBF dashboards in accordance with the
required time frames. These dashboards are populated automatically using data gathered by
the Council and from relevant statutory returns either annually or on a monthly basis. The
Council’s data is clearly visible on the published LGBF dashboards and comparisons can be made
with other Councils and within appropriate family groups.

The Council uses the LGBF dashboards to compare its own data year-on-year and also with other
Councils, particularly those within the allocated family groups. The Council Annual Report
provides a detailed explanation of LGBF participation and a high-level view of its relative
performance within quartiles.

Good practice is often learned from others as a result of benchmarking and this can be used to
help drive forward improvements within specific service areas, however, there is no clear
mechanism in place to share learning that may be applicable across other service areas of the
Council.

Action Plan 2

Information used to populate the new team dashboards is considered to be useful to inform
multiple benchmarking arrangements with various organisations as deemed appropriate at
service level.
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Appendix 1 — Action Plan

No | Finding Risk Agreed Action Responsibility / Due Date

Self-assessment & Reporting Templates - There may be insufficient A new national framework for HR & OD Manager
detail included to identify self-assessment is due to be

Findings: The level of information detailed within the pilot | priority areas for published early 2026 which builds | 31 December 2026

self-assessment templates was inconsistent, areas for improvement that may be upon the Public Sector

improvement were not always evident within the relevant for holistic Improvement Framework (PSIF)

completed templates reviewed and a template to formally | application across the Council. | and aims to strengthen the

report on self-assessment results has not been prepared. approach to self-assessment used
Areas identified for by Scottish local authorities.

Recommendations: improvement may not be
clearly evident to take This new framework will be

Revise the self-assessment guidance document to provide | forward, additionally, there reviewed and used to inform

examples of the level of detail considered to be useful may be insufficient oversight improvements to our existing

; 1 | when completing self-assessments. to ensure progress is made methodology. The internal audit

towards full implementation. recommendations will be

Review the content of the template prepared to guide implemented alongside this wider

users through self-assessment and include designated Inconsistent reporting creates | exercise.

fields to record areas for improvement and an associated difficulties when seeking to

action plan to assign target dates and responsibilities. identify and align holistic
areas for improvement.

A self-assessment report template should be created and

include an action plan to drive forward identified

improvements, additionally, the use of automation should

be investigated to provide further efficiencies by

generating self-assessment reports from the completed

self-assessment exercise templates.

Sharing of Good Practice Good practice is not A mechanism to share good HR & OD Manager
appropriately shared across all | practice across Council services

Finding: There is no clear mechanism in place to share Council service areas. will be developed and 31 December 2026

good practice identified as a result of self-assessment, implemented.

§ 2 | benchmarking or other means across all Council services.

Recommendation: Investigate implementation of a

mechanism to share good practice that may be applicable

across all Council service areas.
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In order to assist management in using our reports a system of grading audit findings has been adopted to allow the significance of findings to be ascertained. The definitions
of each classification are as follows:

Grading | Definition

A major observation on high level controls and other important internal controls or a significant matter relating to the critical success of the
objectives of the system. The weakness may therefore give rise to loss or error.

Observations on less significant internal controls and/or improvements to the efficiency and effectiveness of controls which will assist in meeting
Medium | the objectives of the system. The weakness is not necessarily substantial however the risk of error would be significantly reduced if corrective
action was taken.

Minor recommendations to improve the efficiency and effectiveness of controls or an isolated issue subsequently corrected. The weakness does
not appear to significantly affect the ability of the system to meet its objectives.

An observation which does not highlight an issue relating to internal controls but represents a possible opportunity for the council to achieve
better value for money (VFM).
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Appendix 2 — Audit Opinion

Level of Assurance

Definition

High

Internal control, governance and the management of risk are at a high standard. Only marginal elements of residual risk have
been identified with these either being accepted or dealt with. A sound system of control designed to achieve the system
objectives is in place and being applied consistently.

Substantial

Internal control, governance and the management of risk is sound. However, there are minor areas of weakness which put some
system objectives at risk and specific elements of residual risk that are slightly above an acceptable level and need to be
addressed within a reasonable timescale.

Reasonable

Internal control, governance and the management of risk are broadly reliable. However, whilst not displaying a general trend,
there are areas of concern which have been identified where elements of residual risk or weakness may put some of the system
objectives at risk.

Limited

Internal control, governance and the management of risk are displaying a general trend of unacceptable residual risk above an
acceptable level and placing system objectives are at risk. Weakness must be addressed with a reasonable timescale with
management allocating appropriate resources to the issues raised.

No Assurance

Internal control, governance and the management of risk is poor. Significant residual risk and/or significant non-compliance with
basic controls exists leaving the system open to error, loss or abuse. Residual risk must be addressed immediately with
management allocating appropriate resources to the issues.
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