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Key messages

1  Midlothian Council’s strategic approach to asset management is captured
across a number of strategies, including its Learning Estate Strategy, Capital
Investment Strategy 2018—28, Transformation Blueprint 2023—28 and, more
recently, the Property and Estates Asset Management Plan. The council does
not have an overarching asset management strategy, which creates a
potential risk around fragmented decision making in relation to its assets.

2 There is clear alignment between the council’'s General Services Capital Plan
and its asset management plans. The council demonstrates a strong
commitment to affordability in its capital programme, which requires careful
ongoing monitoring. The council’s loan funds rate remains low relative to
other council, it has undertaken value engineering to revise some capital
projects in response to rising costs and is exploring ways to generate income
from its capital investment. It has also been carrying out a General Services
Capital Plan prioritisation exercise since 2022. This was in recognition that it
could not deliver its capital plan within its available resources and the need to
keep its borrowing at an affordable level.

3 The council has established clear governance arrangements for monitoring
progress with its capital programme and asset management plans through
the Capital Plan and Asset Management Boards and programme boards.
There are also clear governance arrangements in place for elected members
to scrutinise progress with the capital plan. The council monitors progress
with its capital plan regularly. This is experiencing significant slippage, with
inflationary pressures and market conditions leading to increased
development costs.

4 The council’s performance has declined over time in relation to three out of
four relevant LGBF asset management indicators. Performance reporting in
relation to the council’s own asset management indicators is fragmented,
therefore it is difficult to see how this is informing strategic decision making.

5 The council is working with partners to explore collaborative ways of using
assets. The council has engaged with communities in relation to its assets
and can demonstrate how it has used feedback to inform decisions.
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The council has a clear approach to supporting and assessing community
asset transfer requests. The Community Asset Transfer Committee provides
governance arrangements with detailed papers on decision-making that are
publicly available.
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Introduction

1. Asset management directly impacts how councils provide services and
achieve their own corporate priorities and longer-term financial
sustainability. Limited capital budgets make it challenging for councils to
maintain their existing assets and estates, invest in new assets and
achieve net zero targets. Exhibit 1 sets out some principles for effective
asset management, informed by CIPFA guidance and the Infrastructure
Investment Plan for Scotland.

Exhibit 1
Principles for effective asset management

Principle What this looks like in practice

Councils’ asset management strategies align with their corporate
Strategic alignment objectives, financial plans, new ways of working, population needs
and net zero commitments.

To support sustainability and cost-effectiveness, asset management
strategies prioritise:
1. maintaining and optimising existing assets

Investment hierarchy ) ) o
2. repurposing or upgrading existing assets to meet the needs of the

community

3. new investment only when necessary

Councils regularly assess the condition, suitability and performance of
their assets, to help inform investment priorities and support
continuous improvement.

Monitoring condition
and performance

Governance and Councils have clear roles and responsibilities for asset management,
accountability with regular, transparent reporting and senior oversight.

Community asset Councils have transparent and robust processes in place to assess
transfers and support requests for community asset transfers.

Councils collaborate across services and other public and third sector
Place-based organisations to manage assets as a collective resource across their
approaches local area. This has the potential to achieve savings, better align
service provision and create opportunities for joint working.

Source: Audit Scotland




2. The Code of Audit Practice sets out the requirements for Best Value
audit work. This report covers the thematic aspect of the Best Value audit
requirements. The Accounts Commission has directed auditors to report
on how well councils are managing their assets. In carrying out the work,
auditors have considered the following questions:

e Part 1 — To what extent does the council have a clear asset
management strategy and plans that are affordable, align with its
corporate objectives, the changing needs of its population, and net
zero commitments?

e Part 2 —To what extent do the council’'s governance and
accountability arrangements support effective asset management?

e Part 3 — To what extent does the council have a robust approach to
working with partners and communities in managing its assets?

3. An improvement action plan is included at Appendix 1 of this report.
This sets out audit recommendations in key areas, and the council’s
planned response including responsible officers and dates for
implementation.

4. The coverage of the work is in line with the expectations for council’s
arrangements for the seven Best Value themes in the Local Government in
Scotland Act 2003, Best Value Statutory Guidance 2020.
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1. Asset management planning

5. Councils’ capital programmes are a necessary component of
modernising services to improve outcomes for local communities. Doing
this successfully requires good strategic medium- to long-term asset
management and planning. The Accounts Commission’s Local
government budgets 2025/26 briefing reported that capital funding for
2025/26 had increased but remained lower than in 2023/24 and that
investing in new buildings and assets is increasingly expensive. Councils
are relying on borrowing as the main source of funding for capital projects.
In 2025/26, councils intend to borrow £3.13 billion, an increase from
£2.67 billion in 2024/25.

Findings and evidence relating to the council’s asset management strategic
planning arrangements

Judgements Evidence

1. The council’s strategic 1. The council’s strategic approach to asset management has

approach to asset been captured across various strategies, including the:
management is captured — Learning Estate Strategy 2017—2047

across a humber of )

strategies, including its — Capital Investment Strategy 2018—28

Learning Estate Strategy, — Transformation Blueprint 2023—28

Capital Investment Strategy ~ _ Property and Estates Asset Management Plan 2026—
2018—28, Transformation 36.

Blueprint 2023—28 and, . ) .
more recently, the Property 2. The strategies contain various elements that we would

and Estates Asset expect to see in an overarching corporate asset
Management Plan. The management strategy, but this is not brought together in
council does not have an one place.

overarching asset
management strategy,
which creates a potential
risk around fragmented
decision making in relation
to its assets.

3. The Chartered Institute of Public Finance and Accountancy
(CIPFA) guidance recommends that councils should
clearly set out their strategic approach to asset
management, covering assets across the whole
organisation. This would include objectives and actions for

many different services.
2. The council agreed its .
Property and Estates Asset 4. The lack of an overarching corporate asset management

Management Plan 2026—36 strategy creates a potential risk around fragmented
in October 2025 which decision-making in relation to asset management. The
aligns with the priorities set council would benefit from bringing together the relevant

out within the elements of its existing strategic documents into an



https://audit.scot/uploads/2025-05/briefing_250522_council_budgets.pdf
https://audit.scot/uploads/2025-05/briefing_250522_council_budgets.pdf

Judgements

Transformation Blueprint
and sets out clear priorities
for capital investment.
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Evidence

overarching strategy and it acknowledges that it is working
towards this. This should incorporate specific, measurable,
achievable, realistic and time-bound objectives along with
performance measures and targets. An overarching
strategy will allow for greater transparency regarding how
the council is working together to achieve overall priorities
related to its assets.

Capital Investment Strateqy and Learning Estate Strategy

5. The Capital Investment Strategy 2018—28 provides a

good level of information about how the council, its
services and community is changing. For example, it
highlights Midlothian as being the fastest growing local
authority, according to projections, and sets out objectives
around providing an adequate supply and mix of housing,
creating new and/or extended communities with local
access to jobs, services and facilities.

6. The Capital Investment Strategy also incorporates

information on school populations and projected school
rolls which are set out in the council’s Learning Estate
Strategy. It outlines the key education priorities, such as
increasing capacity in schools, which are also set out in
the Learning Estate Strategy.

7. The Capital Investment Strategy sets out governance

arrangements for capital investment. A guidance
supplement provides comprehensive details on the capital
investment and disposal appraisal process, prioritisation,
decision making and arrangements for monitoring and
measuring performance of the capital programme.

Transformation Blueprint

8. Much of the information within the Capital Investment

Strategy remains relevant in relation to the council’s
operating context and to its governance arrangements for
capital investment. However, the council reported that the
Capital Investment Strategy was no longer fit-for-purpose
following the Covid-19 pandemic. After the new
administration was appointed in 2022, the council
developed its Transformation Blueprint 2023—28 which
provides a clear strategic plan for transformation. The
‘Workplaces for the Future’ theme focuses on its estates
and assets and outlines three high-level projects (known
as sprints) which support this theme. These are:

— Hub and spoke
— Estate rationalisation
— Just Transition to net zero.
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Judgements Evidence

9. The council set out other commitments in relation to its
assets under this Transformation Blueprint theme,
including implementing ‘one stop shops’ within hubs for
integrated service delivery; seeking opportunities to share
assets with partners; updating the Learning Estate
Strategy; and implementing an updated Estate and Asset
Strategy.

Property and Estates Asset Management Plan

10.In October 2025, the Full Council agreed the Property and
Estates Asset Management Plan 2026—36 (AMP). The
AMP sets out the overarching approach to managing the
council’s property and estates assets. It provides
contextual information on the council’s growing population,
particularly in relation to the 0-17 and 75+ age groups
which places pressure on its services and assets these
are delivered from.

11.The AMP sets out eight clear objectives which align with
the sprints and commitments set out within the
Transformation Blueprint. It lacks associated performance
measures and targets for its objectives.

12.0ne of the AMP objectives also commits to decarbonising
the estate to support the council’s Just Transition to Net
Zero and reduce operational costs associated with fossil
fuel usage. There is a lack of specific information on the
approach and key programmes of work relating to this and
how progress will be monitored. The AMP does highlight
that the council is exploring whether Midlothian Energy
Limited could be a way to accelerate some strands of its
decarbonisation works.

13.The AMP provides comprehensive information about the
council’s property estate, including a breakdown of the
estate by age and information about the condition of the
overall estate and suitability of the learning estate,
informed by recent surveys.

14.The AMP outlines high-level governance arrangements
through the Capital Plan and Asset Management Board. It
also sets out arrangements for services for proposed
repairs or upgrade work. The council is also investing in
additional resource to support the implementation of works
arising from condition surveys.

1. As part of our audit work, we reviewed two of the council’s
asset management plans (the Learning Estate Strategy
2017—47 and the AMP) alongside the General Services
Capital Plan to assess the alignment between these.

3. There is clear alignment
between the council’s
General Services Capital
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Judgements Evidence

Plan and asset
management plans.

2. The Learning Estate Strategy 2017—24 includes plans and

timescales for providing additional school capacity in each
of its identified learning communities, such as replacing
schools or extending existing schools. There was limited
information on cost estimates within the plan itself but the
strategy noted that further work on the financial
implications of short-term elements of the strategy was
required. There are clear linkages between priority
projects outlined within the strategy and the General
Services Capital Plan. For example, priority projects
included extending Bilston Primary School by 2023 and a
replacement Beeslack High School by 2022. Both of these
projects feature in the council’s 2025/26 General Services
Capital Plan, albeit behind the originally planned
timescales.

3. The AMP outlines a commitment to maintaining the

operational estate at a minimum ‘B’ rated condition
(graded as satisfactory and performing as intended but
exhibiting minor deterioration). The AMP includes
information on buildings within the council’s estate which
are rated as a ‘C’ condition and states that these
components will require replacement or upgrading in the
next 1-3 years. In addition, the AMP highlights a backlog
of repairs to be addressed over a ten-year period. The
AMP sets out costs to deliver essential wind and
watertight elements of condition surveys and backlog
upgrades between 2026/27 and 2029/30. The total
additional budgetary requirement over this period is £13.9
million. The November 2025 General Services Capital
Plan monitoring report highlighted that this additional
budget had been incorporated into the capital plan.

4. The council
demonstrates a strong
commitment to affordability
in its capital programme
and has reviewed its
General Services Capital
Plan to keep its borrowing
at an affordable level. This
requires careful ongoing
monitoring.

1. The council is projected to be the fastest growing local

authority in Scotland. In addition to day-to-day service
provision costs to meet the needs of the growing
population, this also places pressure on the council to
provide appropriate infrastructure through its capital
programme, for example to meet the growing demand for
statutory school places.

2. The General Services Capital Plan 2025/26 to 2029/30

provides details on the projected capital resources
available from various funding sources, including capital
grants and contributions and capital receipts, as well as
the level of borrowing required. Like many other councils,
borrowing is the main source of funding for the council’s
capital projects.
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Judgements Evidence

3. As we reported in our 2023/24 Annual Audit Report, the
council makes use of financial indicators to demonstrate
that its capital plans are affordable, prudent and
sustainable. The council reports its performance against
prudential indicators as required by the Prudential Code
for Capital Finance in Local Authorities through its annual
Treasury Management Strategy.

4. The council’'s 2026/27 Treasury Management Strategy
shows that it expects to be in an under-borrowed position
at the end of 2025/26, where its external debt from
borrowing is less than its set limit for external borrowing.
Its underlying borrowing requirement is projected to
increase to £993.606 million by 31 March 2030, which is
more than double the current external debt portfolio.

5. The council has incorporated projected borrowing costs for
capital investment into its planning assumptions within its
Medium-Term Financial Strategy. The council has a low
ratio of financing costs to its net revenue stream. This is
a prudential indicator which specifies how much of the
council’s annual revenue budget is spent financing debt.

In 2024/25, the council’s ratio was 1.6 per cent, which

was below the Scottish and family group averages of 6 per
cent and 5.2 per cent respectively. This was the second
lowest rate in Scotland.

6. In 2024/25, the council also had the lowest weighted
average borrowing and investment rate (also known as the
loans fund rate) across Scottish mainland councils, at 2.73
per cent. The council reported in its 2025/26 Treasury
Management Mid-Year Report that when comparing its
actual loan charges against the Scottish weighted average
of 4.12 per cent, this represented a cash saving of £6.1
million in 2024/25. It has forecast a loans fund rate of 2.64
per cent for 2025/26.

7. In October 2022, the council commenced a capital plan
prioritisation exercise. The purpose of the review was to
ensure that its capital plans were affordable, prudent,
sustainable and proportionate to the council’s financial
capacity. This was in recognition that loan charges arising
from capital expenditure within the General Services
capital plan were expected to significantly exceed the
council’s 3 per cent MTFS affordability target. The capital
plan prioritisation exercise sought to reduce the possible
levels of prudential borrowing within the plan and
associated loan charges.



https://audit.scot/uploads/2024-12/aar_2324_midlothian.pdf
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Judgements Evidence

8. Following the December 2022 Full Council meeting, the
council estimated that £71.901 million of prudential
borrowing would require to be deferred, paused or deleted
between 2023/24 and 2025/26 to bring loan charges back
within its 3 per cent MTFS affordability target, phased as
follows:

— £9.698 million in 2023/24
— £46.104 million in 2024/25
— £16.099 million in 2025/26.

9. The council noted that the target to reduce prudential
borrowing by £71.901 million excluded planned Learning
Estate Strategy projects which, if included, increased the
level of prudential borrowing that would require to be
deferred, paused or deleted to £246.159 million.

10.The prioritisation exercise has centred around focusing
resources on the council’s priorities and critical building
projects. At February 2023, £10.604 million had been
deferred, paused or deleted from the proposed capital
plan.

11.Capital programme monitoring reports highlight ongoing
disruption within the construction materials supply chain
which exacerbates the risk of the costs of capital projects
escalating. As a result, the council’s monitoring reports
show that there has been slippage in the timescales of
some projects, including the Beeslack Community High
School replacement and Penicuik High School
refurbishment, where the council has undertaken value
engineering to reduce the scope of projects and bring
costs back in line with the budget.

12.There is evidence that the council is considering the
investment hierarchy through its AMP. For example,
much of the plan prioritises maintaining existing buildings,
in particular bringing buildings that are rated ‘C’ or ‘D’ for
their condition or suitability up to a ‘B’ rating. The AMP
also outlines three considerations that the council will
make around the future of an asset:

— Asset rationalisation — making more efficient use of the
existing estate and potentially disposing of underutilised
assets

— Investment — investing in or replacing assets where
there is an ongoing need for services

— Retention — retention and maintenance of assets to
AMP objectives.
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Judgements Evidence

13. There is also evidence that the council is considering the
long-term costs of its assets through the AMP, which
outlines projected spend per property between 2026—36.

14.The council has worked with hub South East Scotland to
adopt a Strategic Infrastructure Investment Framework
(SIIF) to help support capital investment funding decisions.
This has led to the development of ten key principles for
decision-making in relation to capital investment which are
embedded into the options appraisal process. One of the
principles relates to affordability, with the expectation that
options appraisals will demonstrate:

— a clear understanding of the capital outlay and how this
will be met

— the long-term revenue cost projections

— how financial sustainability can be assumed, including
sensitivity analysis to understand the implications of a
future inflation overspend.

15.We reviewed options appraisals for the Beeslack High
School replacement and Penicuik High School
refurbishment and the covering report that was considered
by the Full Council in June 2023 and found that the SIIF
principles were considered as part of the options
appraisals. The options appraisals contained high-level
information on costs for various options that were being
considered. There was also detailed information on
expected capital expenditure, how this would be funded
and the long-term impact on the revenue budget for the
preferred options for both schools outlined in the covering
report. We did not find a sensitivity analysis to understand
the implications of a future inflation overspend within the
report or options appraisal.

16.The council is also exploring ways to generate new
income streams through its capital investment. For
example, in December 2025, the council reported that its
income projections from the Alpine Coaster at Destination
Hillend exceed those budgeted in the approved business
case. These are partly offset by additional staffing and
security costs, but overall there is a positive variance of
£0.717 million. In addition, in the council’s 2024/25 Best
Value thematic report on transformation, we reported that
the council is working with Vattenfall Heat UK in a joint
venture, Midlothian Energy Limited (MEL). This is
expected to benefit the council’s financial position, with
anticipated benefits outlined in MEL’s Business Plan 2025-



https://audit.scot/uploads/2025-07/bv_2425_midlothian.pdf
https://audit.scot/uploads/2025-07/bv_2425_midlothian.pdf

1. Asset management planning | 14

Judgements Evidence

29 which includes financial forecasts over a 40-year
period.

1. The council undertook condition surveys for most of its
properties between 2023-25. This has informed condition
ratings and has helped identify buildings requiring
improvement. There were 16 buildings that were rated as
Condition C that the council reports will need to be
replaced or upgraded in the next one-to-three years.

2. One of the main objectives of AMP is that the council will
maintain its operational estate at Condition B as a
minimum. To do so, it plans to prioritise roofs, external
fabric, health and safety, electrical and alarms and
external grounds to ensure that properties remain wind

5. The council has , : ,
and watertight, safe for users and can sustain service

measures in place to e

managing and mitigate continuity.

building safety risks. 3. The council published a case study in July 2023 on the
rollout of Aico Ei1000G Gateways (fire and carbon
monoxide alarms) across their housing portfolio to improve
compliance, assist with asset management and enhance
resident safety. The Gateways extracts information from
the fire and carbon monoxide alarms and sends it to a
portal that allows monitoring of their assets in real time.

4. The Council completed an assessment of RAAC in council
properties, with no evidence of RAAC found in the school
or housing estates.

Recommendation 1

The council should continue to work towards preparing an overarching
corporate asset management strategy which covers all asset categories.
This should bring together relevant elements of its existing strategies
and set the strategic vision for its corporate assets, aligned to its
corporate objectives.

It should also include specific, measurable, realistic and time-bound
objectives and associated performance measures and

targets with clear information on how these will be monitored and
reported. This would improve clarity and transparency for stakeholders,
enable better-informed strategic decision-making and support effective
scrutiny.
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2. Governance and performance

6. It is essential that the council has effective governance arrangements in
place to enable transparency, oversight and scrutiny of progress with
implementing its capital programme and asset management strategy. This
enables better-informed decision making and corrective action where

needed.

Findings and evidence relating to the council’s governance arrangements and

performance

Judgements Evidence

1. The council’s reporting
and monitoring
arrangements enable good
scrutiny and oversight of
progress towards
implementing its capital
programme and asset
management plans.

1. Asset management sits within the Place service area and

work is led by appropriately senior staff (Executive
Director and Chief Officer in Place service).

2. The council has a Capital Plan and Asset Management

Board (CPAMB), which meets monthly and is chaired by
the Executive Director for Place. The Board has overall
accountability for the delivery of the council’s capital plan.
Membership includes senior officers within the council,
including the Executive Director for People and
Partnerships, the Joint Director of Health and Social Care,
Chief Officer for Corporate Solutions and Chief Officer for
Place. The Director of Finance also sits on the Board.

. The council has also established five programme boards

which are responsible for the management of the projects
within each of the five capital and asset management
programmes. These are the:

— Children and Young Persons Programme Board
Housing Programme Board

Regeneration and Development Board
Transport, Energy and Infrastructure Board
Asset Management Board.

. There is representation from Finance on each of the

programme boards and programme boards report
progress into the CPAMB. We reviewed papers to the
CPAMB for the last three meetings of 2025 and found that
all programme boards apart from the Asset Management
Board reported progress via dashboards. We reviewed the
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Judgements Evidence

available dashboards and found that all dashboards
included:

— red, amber or green ratings in relation to project
timelines, budget, risk and resource and notes on any
red/amber statuses

— information on key and planned achievements and
milestones

— financial information, including budgets, forecast outturn
expenditure, risk and contingency, external funding and
capital expenditure over time.

5. In addition to reporting from programme boards, CPAMB
also considers options appraisals for capital projects. An
Outline Business Case is required for all projects of £1
million or above being considered for inclusion in the
capital plan. CPAMB also considers detailed reports on
specific projects and communication and engagement
updates.

6. In terms of elected member scrutiny, the Full Council
approves spend on large capital projects and receives
quarterly financial updates on progress with the General
Services and Housing Revenue Accounts capital
programmes. It also receives updates reports on the
capital plan prioritisation exercise. The Audit Committee
receives updates on key projects as part of its risk
management role.

7. As reported in the council’s 2024/25 Best Value thematic
report on transformation, the council has a Business
Transformation Steering Group, formed of elected
members and has cross-party membership. Part of its role
is to scrutinise and approve the transformation work for
onward transmission to the Full Council and it receives
progress updates via the Transformation Blueprint
dashboard. This therefore includes updates on
Transformation Blueprint projects relating to asset
management.

8. We observed elected members’ scrutiny of relevant
agenda items at various council meetings, including their
consideration of Place performance reports, Housing
Revenue Account and General Services Capital Plan
monitoring. We found that elected members’ discussion
around these items was generally constructive, with
appropriate scrutiny.

2. The council regularly
monitors progress with its
capital programme,

1. The council monitors progress against its capital budgets
for General Services and the Housing Revenue Account



https://audit.scot/uploads/2025-07/bv_2425_midlothian.pdf
https://audit.scot/uploads/2025-07/bv_2425_midlothian.pdf
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Judgements Evidence

however it is experiencing via quarterly monitoring reports to the Full Council. The
significant slippage. This is final General Services capital out-turn report for 2024/25
predominantly due to showed that actual expenditure was £49.0 million against
inflationary pressures and the expenditure budget of £56.5 million that was approved
market conditions leading in February 2024. This represents 86.7 per cent of the

to increased development total budget. Significant expenditure was made on some
costs. key projects including Woodburn Primary School,

Easthouses Primary School, Highbank Intermediate Care
Reprovisioning and Destination Hillend.

2. The General Services Capital Plan budget for 2025/26 was
£93.643 million. The latest monitoring report for 2025/26
quarter 3 shows that the council has rephased budgets
and the revised capital plan budget for 2025/26 is £66.027
million.

3. The Audit Committee considers strategic risk management
reports which incorporate risk reporting in relation to
capital projects. Reporting shows delays and cost issues
impacting progress. The 2025/26 Quarter 2 strategic risk
management reporting to the Audit Committee evaluated
risks in relation to timeline, budgets, risks, and resource
using a red, amber and green (RAG) status. This covered
sixteen projects across housing, roads, schools and
regeneration. The repot showed a considerable number of
red ratings and no green ratings for timeline, budget and
risk. Resource was less of an issue, with no red-rated
projects.

4. Recent financial reporting shows slippage in the capital
plan. The 2025/26 quarter 2 monitoring report on the
General Services Capital Plan showed £15.6 million
rephased from 2025/26 to future financial years. The
council reported in its 2024/25 audited accounts that
delays in the supply chain caused by local or global
market shortages has resulted in longer lead times and
increased development costs in maintaining existing
assets and constructing new capital assets.

5. There is evidence of the council monitoring progress and
taking action in response to delays. For example, risk
reports to Audit Committee include risk commentary for
each project.

6. The council has a significant backlog of upgrade works to
be undertaken, which it intends to address over a ten-year
period to ensure deliverability in terms of staff resource
and affordability. The forecast cost to 2024/25 (after
inflation) is £17.6 million.
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3. The council’s
performance has declined
over time in relation to
three out of four relevant
LGBF asset management
indicators.

4. Performance reporting
in relation to the council’s
own asset management
indicators is fragmented,
therefore it is difficult to
see how this is informing

strategic decision making.

7. The council’s performance has declined over time for three
of the four relevant LGBF indicators (Exhibit 2, page
20). The most recent data shows:

— The council’s performance is consistently below the
family group and national average on LGBF indicators
relating to suitability and condition of operational
buildings. Since 2019/20, the council’s performance has
consistently ranked in the bottom quartile in relation to
the percentage of the internal floor area of operational
buildings in a satisfactory condition. The council is
actively aiming to improve the condition of its buildings
through it AMP.

— Performance improved slightly (2.8 percentage points)
in relation to the proportion of council buildings that are
suitable for their current use, but the council ranked 315t
nationally for its performance in this indicator in 2024/25
and was consistently the poorest performing council for
this indicator for six years prior to this.

— The LGBF indicator on council dwellings meeting
Scottish Housing Quality Standards shows that in line
with the national picture there has been a decline (10.3
percentage points) since the base year of 2013/14.
However, the council’s performance in 2024/25 was
stronger than the family group or national average,
ranking in the second quartile nationally.

— In 2021/22 (the most recent data recorded), the council
ranked in the second quartile nationally for the
proportion of council dwellings that are energy efficient.
The council is continuing to work to improve the energy
efficiency of its housing stock. For example, its Local
Housing Strategy 2026/27 — 2030/31 shows its Energy
Efficiency Standard for Social Housing 2 Programme for
2025/26. Measures within the programme include
external wall insultation, solar photovoltaic batteries and
air source heat pumps.

8. Reporting of performance against internal asset
management indicators is fragmented. Performance is
predominately captured in quarterly Place directorate
performance reports and balanced scorecard indicators
annual reports. In addition, the Transformation Blueprint
states that each Transformation Blueprint theme will have
a series of key performance indicators embedded within
each sprint. While there are good examples of monitoring
reports, these are disparate (by theme and by forum).
There is an opportunity for more cohesive reporting of
asset management performance indicators to help
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Judgements Evidence

facilitate easier identification of impacts on capital
programme delays on service delivery, which are currently
not always clear. This would also help to ensure that
performance reporting is informing strategic decision
making in relation to assets.

9. The council records performance indicator information on
its Pentana system. It exports this information quarterly to
develop its performance reports and this also informs
discussions on performance between senior officers and
the Chief Executive. Cabinet also receives quarterly
service performance monitoring reports. Performance
monitoring reports only include short-term trends over the
previous year.

10.To date, performance has not been clearly linked to the
council’s asset management strategies, so it is difficult to
assess their success. The council should set out how it will
monitor asset management performance and clarify
reporting arrangements.
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Exhibit 2
Trend in performance against Local Government Benchmarking Framework indicators
Midlothian Council’s performance has generally declined over time
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Note:

1. Data for this indicator has not been collected since 2021/22. Energy efficiency targets for
social housing are temporarily on hold pending the development of a new standard that aligns
with Scotland's net zero target.

Source: Audit Scotland using Local Government Benchmarking Framework
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3. Partnership working and
community engagement

7. It is essential that councils consider how they can collaborate across
services and with other public and third sector organisations to manage
assets. This has the potential to achieve savings, better align service
provision and create opportunities for joint working. Councils should also
have transparent and robust processes in place for supporting and
assessing community asset transfer requests and engaging with their
communities on asset management plans and priorities.

Findings and evidence relating to the council’s partnership working and
community engagement arrangements

Judgements Evidence

1. The council is working
with partners to explore
collaborative ways of
sharing assets.

1. We also reported on ways that the council is collaborating
with partners on its assets through the 2024/25 Best Value
thematic report on transformation. For example:

— The council is working with Vattenfall Heat UK in a joint

venture, known as Midlothian Energy Limited (MEL).
Waste heat captured from the Millerhill Recycling and
Energy Recovery Centre will supply low-carbon heat to
homes in Shawfair. The council and Vattenfall are also
aiming to expand the MEL network into existing
buildings in Midlothian and Edinburgh over the next five
years.

The council is working with NHS Lothian and third sector
partners on the No. 11 Recovery Hub. This provides
shared care for recovery and services focused on early
intervention and prevention. Community substance use
and mental health staff, employed by both NHS Lothian
and the council, are co-located with Justice Social Work
and third sector partners at the Hub

2. The Midlothian Multi-Agency Transformation Management
Group has been used as a forum to progress plans for
sharing assets across public sector organisations within
the wider Lothian region. Discussions are still at a
relatively early stage. The council has mapped assets
across different service areas, including transport, fleet



https://audit.scot/uploads/2025-07/bv_2425_midlothian.pdf
https://audit.scot/uploads/2025-07/bv_2425_midlothian.pdf
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Judgements Evidence

and digital infrastructure, covering six ward areas. It has
shared these with partners with a view to supporting
decision-making in relation to asset rationalisation. The
council has also developed and shared principles to
support a shared, cross-partner approach to asset
management.

3. The council is working with Shawfair LLP to develop the
Shawfair Education Campus in Midlothian’s new town of
Shawfair. This campus will include early years provision, a
primary school and a secondary school. In addition to
education provision that supports the new town, the
Shawfair Education Capus is also expected to relieve
pressures on Danderhall Primary School and Dalkeith
High School. The council purchased the site with support
from Scottish Government grant funding. Construction of
the campus is expected to start during 2026 following the
completion of remediation works and is expected to
complete in June 2028.

4. The council is engaging with the third sector on the
redevelopment of Midlothian House. It intends to create a
one stop shop hub in Dalkeith Town Centre, co-locating
public and third sector services. This will also support
building rationalisation and hub and spoke service
delivery.

5. The council is also working with partners on the Edinburgh
and South East City Region Deal. As part of this, it is
working with partners to improve its infrastructure with
projects including the Bush Loan junction upgrade. This is
expected to support future development of the Midlothian
Science Zone — including further expansion of the
University of Edinburgh’s Easter Bush Campus — support
access to key employment and research sites and deliver
improvements in safety.

1. The AMP states that public consultation with local
residents and the wider community will be take place
during the strategic brief whenever proposals affect

2. The council has service delivery. It also requires engagement with key
engaged with communities stakeholders during the development of any project

in relation to its assets and proposals and the outline business case related to asset
can demonstrate how it has rationalisation.

used feedback to inform

2. One of the ten key principles for decision-making set out
within the council’s Strategic Infrastructure Investment
Framework is ‘community led’, which focuses on giving
community members an opportunity to comment upon and

decisions.
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Judgements Evidence

influence decisions that affect them in every stage of the
project development process.

3. The council has engaged with the community as part of the
refurbishment of Midlothian House. It held a drop-in
session at Dalkeith Library in April 2025 to gather local
views on the proposals. Updates were shared though
public announcements and press releases to explain the
project and its expected benefits for residents. This
allowed the community to provide feedback during the
planning process. The council reports that changes were
made to accommodate groups and activities transferring
from the library to the new ground floor hub in Midlothian
House. Plans show that feedback was incorporated into
the design of the ground floor layout. For example, a tea
preparation area directly adjacent to bookable flexible use
space was incorporated into design proposals. Low
bookcases on castors within the bookable flexible use
space were also incorporated into the design to allow
these to be easily moved and relocated.

4. The council reports that previous budget engagement
exercises have shown that communities value leisure and
library services and do not support a reduction in these
services. In February 2026, the Full Council agreed to
relocate the Gorebridge Library to the Gorebridge Leisure
Centre to create the Gorebridge Hub. This aims to sustain
both services and also addresses the significant decline in
the building condition of Gorebridge Library, which had
affected service provision. It also aims to address user-
utilisation of the Gorebridge Leisure Centre.

5. The council demonstrated that it used stakeholder
feedback to inform the design of the Mayfield Learning
Community Campus. It held stakeholder engagement
workshops in 2022 to support the development of the
brief. Discussion points were captured from each of the
sessions and building implications were pulled out from
these and elements of feedback that were to be included
within the brief. The council also carried out a statutory
public consultation in 2024 on the proposal to create the
new Mayfield Learning Community Campus, replacing
Mayfield Nursery School and Mayfield & St Luke’s RC
Primary Schools including specialist Additional Support
Needs (ASN) provision. The proposal also involved
closing the Speech and Language Communication (SLC)
provision and moving it to an outreach model with the
NHS. There was strong support for establishing a new
ASN stage at the new Mayfield Learning Campus and
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Judgements Evidence

significant opposition to closing the SLC provision and
moving this to an outreach service.

6. The council launched a consultation with tenants and

housing applicants on the New Rent Setting Strategy that
will inform rent levels from April 2026 — April 2029. The
rent increase will have an impact on the council’s
investment in the housing stock. Specifically, it will
support:

— the potential expansion of the council’s new build
housing programme, with 643 new homes planned
between 2026/2027 — 2030/2031

— the continued compliance with Energy Efficiency
Standards for Social Housing (EESSH2)

— the maintenance of existing homes in line with Scottish
Housing Quality Standards (SHQS).

7. The Full Council considered a report in February 2026,

which outlined the consultation results and feedback. A
total of 742 surveys were completed, and three residents
attended drop-in sessions held in libraires across
Midlothian. The consultation set out six possible rent
increase options, each linked to the number of new council
homes the increase would support. The consultation
results showed strong support for rent increases at both
ends of the scale, with 29 per cent of respondents
choosing the largest rent increase (of 5.84 per cent) and
28 per cent of respondents choosing the smallest rent
increase (of 4.77 per cent). The Full Council approved a
5.42 per cent rent increase, which was the third highest of
the six options. It reports that this will allow an
intermediate approach, funding EESSH2 and an additional
300 homes for social rent.

3. The council has a clear
approach to supporting
and assessing community
asset transfer requests.
The Community Asset
Transfer Committee
provides governance
arrangements with detailed
papers on decision-making
that are publicly available.

1. The council as a Community Asset Transfer (CAT) policy

which outlines the types of management arrangements
available through the CAT process and application
process for these along with governance arrangements
and information on how applications will be evaluated.

2. The council has a dedicated webpage for CATs which

provides information on how to apply and contact details
as well as links to Scottish Government guidelines,
community assets and financial information. There are
links to support services such as Midlothian Voluntary
Action, Social Enterprise Alliance Midlothian and the
Community Ownership Support Service (DTAS) available
on the council’s website to provide help to groups to
develop viable proposals. Support is also offered from the
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Judgements Evidence

Business Gateway if there are any gaps identified in the
business plan. A frequently asked questions (FAQs) is
also available on the council’s website. We note that the
CAT policy is not available on the CAT section of the
council’s website and there is scope to include this to
enhance transparency.

3. The council’'s Community Asset Transfer Committee
assesses CAT requests. The Review Community Asset
Transfer Committee manages any appeals if required.
Applications are assessed against a CAT framework to
assist with determining the outcome of CAT requests and
these are included in papers to the Community Asset
Transfer Committee. Criteria within the framework include
alignment to the Single Midlothian Plan; financial viability;
community benefits; the impact of project failure; and the
seven Best Value themes. Each criteria is scored on a
scale of 1-5, with 5 indicating a very strong score in that
area and 1 representing a poor score in that area.

4. Since 2017, the council has received nine asset transfer
requests with four agreed, one to be determined and one
refused. The most recent CAT was approved in 2024, with
other successful CATs being agreed in 2019. The council
publishes decision notices for its CATs on its website and
annual CAT reports as per the Scottish Government
guidance for relevant authorities.

5. The council acknowledges that interest in community asset
transfers has slowed down in recent years due to the third-
sector organisations’ lack of funding to support community
groups. The council is exploring ways to support
communities through alternative arrangements, such as
offering community spaces in Midlothian House to third-
sector organisations.
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Appendix

Improvement action plan

Issue/risk

Recommendation

Agreed management

1. Corporate asset
management strategy and
performance indicators

The council’s strategic approach
to asset management is captured

across a number of strategies.

These contain various elements
that we would expect to see in an

overarching corporate asset

management strategy, but this is

not brought together in one
place.

Risk — The lack of an overarching
strategy creates a potential risk

around fragmented decision
making in relation to its assets.

The council should continue
to work towards preparing an
overarching corporate asset
management strategy which
covers all asset categories.
This should bring together
relevant elements of its
existing strategies and set the
strategic vision for its
corporate assets, aligned to
its corporate objectives.

action/timing

The Council is in the
process of preparing an
overarching corporate
asset Management
Strategy which brings
together the approved
asset strategies.

Executive Director -
Place

May 2027

2. Corporate asset
management performance
reporting

Reporting of performance against

internal asset management

indicators is fragmented. There is
an opportunity for more cohesive
reporting of asset management

performance indicators to help

facilitate easier identification of

impacts on capital programme

delays on service delivery, which

are currently not always clear.

Risk — There is a risk that
performance reporting is not
effectively informing strategic
decision making in relation to
assets due to a lack of clear

performance indicators aligned to

In developing its overarching
corporate asset management
strategy, the council should
include specific, measurable,
realistic and time-bound
objectives and associated
performance measures and
targets with clear information
on how these will

be monitored and reported.
This would improve clarity
and transparency for
stakeholders, enable better-
informed strategic decision-
making and support effective
scrutiny.

Through the development
of the overarching Asset
Management Strategy,
the council is already
considering the specific,
measurable, realistic and
time-bound

objectives and associated
performance measures
and targets which will be
contained within the
strategy together

with clear information on
how these will

be monitored and
reported.

Executive Director -
Place

May 2027
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Agreed management

Issue/risk Recommendation action/timing

an overarching corporate asset
management strategy.
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