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Q4 FINANCE AND PERFORMANCE REVIEW REPORT 

 

The Board should note that the contents of this paper have been considered by the EMT. 

 

Purpose  

  

This paper provides the Board with an overview of the financial position at the end of the 

March 2020, representing the end of Quarter 4 in the financial year 2019/2020.  It also updates 

Board Members on a number of finance-related topics which the team are currently focussed 

on. 

 

Priority  

  

Routine.  The information contained in this paper is not urgent and forms part of the regular 

reporting suite of information to the Board. 

 

Background  
 

The Board receives regular reports on the management accounts, and the information 

contained in Annex A states the position achieved at the end of Quarter 4.  

 

In addition, the Board are regularly updated with the overall performance of the finance 

function in order to offer additional oversight and guidance regarding the use of public funds. 

  

Key Issues  

 
1. Year End Position: The overall end year position indicates that that there is currently a 

small surplus of ~ £6k. Year-end work is still on going to finalise the position on all contracts 

and there may still be final adjustments required as a result of this. Thereafter the accounts 

will be subject to external audit during May 2020.  The Covid-19 pandemic may have an 

impact on timescales for finalising the year end position, but all parties are working to 

planned timescales for laying of accounts before Scottish Parliament in August 2020.   The 

year-end position was also contributed to through the COVID-19 arrangements to support 

suppliers through the closedown period.  (See further explanation under ‘COVID-19 

Arrangements’ further on this paper.) 

 

2. Agreement with SG regarding Year-End Position: The Scottish Government recognise 

that Scottish Canals can formally recognise within the accounts the supplier retention 

balances due of £670k. These monies relate to specific completed project retentions to be 

paid out to subcontractors. All money within the bank account had been allocated and 

spent prior to year-end, with the exception of £1.4 million, which was transferred back to 

Glasgow City Council for NGIWMS project.  This money was returned because Scottish 

Canals had drawn funding in advance of need, a position not permitted under the new SG 

accounting framework that we now operate under.  This money will be paid to Scottish 



 

  

  

   

Canals when required work is incurred to pay for the ongoing maintenance and licenses 

associated with the Smart Canals project.   

 

At this time the provisional year end outturn position indicates that for the previous financial 

year Scottish Canals do not require additional funds from Scottish Government to cover 

any deficit. Furthermore there is no surplus cash outstanding to pass to Scottish 

Government, or that would score against future budget allocation. 

 

3. End of Year Accounts Preparations: Activity is already underway in preparation for our 

external audit, including a draft of a hybrid-style Annual Report & Accounts.  This format 

will offer readers of the accounts the ability to see our transition from a public corporation 

reporting under Companies House, into reporting as a NDPB under Scottish Public 

Finance Manual (SPFM), Consolidated Budgeting Guidance (CBG), and the Government 

Financial Reporting Manual (FReM).  This will also allow for smoother statement of the 

accounts at the end of this current year in terms of being easier to show shadow accounts.   

 

The accounts will include an analysis of the IFRS-16 Impact of Leases. The Governance 

Statement will be supported by the extra detail required within the internal assurance 

statements signed by the Directors.  

 

4. VAT & HMRC issue:  Discussions with HMRC are continuing, through our external 

advisors KPMG.  It has been confirmed in correspondence from HMRC dated 20 March 

2020, that there is an extension of the appeal time-limit on the understanding that there a 

number of points that both HMRC and Scottish Canals are seeking to clarify.   There was 

also confirmation in the same correspondence that interest will still accrue during this 

period, however these will be adjusted should the assessment be reduced.  Further 

communication has indicated that due to the COVID-19 situation, other priorities may now 

take precedence, and therefore any expected timescales have been relaxed. A provision 

for the circa £7m liability will however require to be recognised within the year end 

accounts. 

 

5. Covid-19 Pandemic: Following the implementation of Covid-19 restrictions, both Treasury 

and Scottish Government issued guidance in relation to supporting employees, suppliers, 

and tenants through this period.  In relation to procurement activities, specific guidance 

was issued in relation to offering options for Supplier relief during this period.  The 

Procurement, Finance and Executive teams assessed those suppliers currently under 

contract, to see what options were viable and have paid invoices in line with Government 

guidance set out. 

 

6. Compliance with Accounting Frameworks: As of 1 April 2020, Scottish Canals is now 

designated as a Non Departmental Public Body, reporting financial information in line with 

the Scottish Public Finance Manual (SPFM), Consolidated Budgeting Guidance (CBG), 

and the Government Financial Reporting Manual (FReM).  We are now in receipt of our 

formal Grant-In-Aid letter, although clarification is sought over specific wording regarding 

commercial activities. 

 

Going forwards, this may mean that commercial & regeneration activities have to be self-

sustaining and viable, with any surplus being re-invested in those commercial ventures. 

 

7. NDPB Insurance Arrangements: Implications arising from being a NDPB have meant 

that decisions have been made in relation to the level of commercial insurance cover now 

purchased by Scottish Canals. Based on value for money and in line with other comparable 



 

  

  

   

public bodies, the Executive Management team has decided that Scottish Canals’ should 

continue to maintain a risk protection programme balanced between self-insurance of the 

canal infrastructure and commercially insured risks. 

For information Scottish Canals has approved the following insurance renewals for the 

2020/21 financial year: 

 

 Commercial Combined – includes all the Buildings, Contents and items of Plant & 
Money  

 Public/Products Liability  

 Directors & Officers Liability  

 Professional Indemnity  

 Motor Fleet  

 Ship Hull  

 Engineering Inspection  
 

In accordance with the SPFM guidance, Scottish Canals as an NDPB, has requested that 

Scottish Ministers issue a certificate to Scottish Canals for Employers' Liability  

 

8. Budget planning for 2020/2021: Extensive planning and consultation was undertaken for 

the original budget for 2020/2021, however the impact of Covid-19 has now seriously 

changed the parameters of the budget due to the lockdown period.  Various scenarios 

have been modelled, but the worst case scenario is that we have to pay internal and 

external contractual liabilities, and receive no income at all for the duration of this financial 

year. This is covered in more detail in Agenda Item 7 on this meeting agenda. 

 

9. Update on skills & competencies in relation to operating as a NDPB: Following on 

from previous board updates, the Finance Team has been strengthened by the addition of 

a short term temporary contractor with public sector experience.   This is also being 

supplemented by an external senior finance professional who is offering mentorship to the 

whole team in relation to producing NDPB accounts.  Collectively this will lead to more 

detailed budget forecasting and financial management across the whole organisation.  

This is being underpinned with a mandatory budget management training module for all 

budget holders, revised delegated authorities and compulsory monthly valuation 

statements for all current projects. 

 

However, the exit of the previous Finance Director and a review of the skills in the current 

team have confirmed the concerns discussed in previous Boards. As such consideration 

is being given to establishing a piece of consultancy work which looks at the urgent ERP 

requirements across Finance, as well as re-engineering processes in order to maximise 

efficient working practices.  The rationale for this is to allow the team to continue their 

operational functions until an improved system is identified and put in place.  This work 

has yet to be fully scoped and costed. 

   

10. Internal Audit of Financial Governance: Internal Audit recently issued a draft report on 

their findings on the financial governance arrangement, which has concluded with 

reasonable assurance and recognises the same areas of improvement as the internal 

training plan, and has also recognised where there are still areas of ongoing 

requirement/update. This is also covered in more detail in the Financial Reporting Action 

Plan paper (Paper 10ii) on this meeting’s agenda. 

 

 

 



 

  

  

   

Corporate Implications  

 

 Strategic Priorities: This financial report demonstrates performance against the previous 

agreed budget for 2019/20, and indicates direction of forward travel in the current Covid-

19 situation. 

 

 Risk: There are no direct risks associated with this report, however the overall impact on 

Covid-19 is being assessed on a regular basis.  In terms of financial reporting there is no 

risk. 

 

 Legal: There are no direct legal implications arising from this update paper, however 

should the fundamental operating model of Scottish Canals need to change either due to 

COVID-19, or restrictions within the Grant-in-aid allocation, there may be potential legal 

repercussions in relation to SC role within legislation, delivery of contracts, and 

employment contracts. 

 

 Financial: Ability to operate in a ‘business as usual’ capacity means that budget allocation 

has had to be reviewed in light of what is possible to deliver during the COVID-19 era.  

Additionally, following conversations with SG and Transport Scotland, there needs to be 

more work undertaken in relation to all commercial aspects of Scottish Canals’ work. 

 

 Human Resources:  There is a large proportion of the workforce not being able to work to 

full capacity due to restriction, but who remain on full pay in accordance with the direction 

given by Scottish Government. 

 

 Fair Work First: No employee is suffering financial detriment as a result of the COVID-19 

period.  Trade Unions are actively engaged in regular conversations about the 

organisation. 

 

 Communication: This report forms part of the regular suite of reporting to the Board, with 
no additional implications. 
 

 Community & Third Sector: There are no immediate impact of this report, however the 

unknown duration of the COVID-19 situation means that it is not possible to quantify these 

for future projections.   

 

 Commercial: As per Community & Third Sector narrative. 

 

 Asset: As per Community & Third Sector narrative. 

 

 

Conclusions and Recommendations  

The Board is asked to note the contents of this report and the Q4 Management Accounts in 

Annex 1. 
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