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SCOTTISH CANALS BOARD MEETING 
 
Audit and Risk Committee (ARC) Chair Report  
 
23rd July 2020 
 

 
Purpose 
 
To report to the Board the activity of the ARC. 
 
Priority 
 
Routine 
 
Background 
 
The key issues of the ARC are summarised below and the draft minutes of the meeting held on 4th 
June 2020 are attached as appendix 1. 
 
Key Issues 
 
Risk, Control and Governance 
 
1.1 In line with good governance requirements for Non Departmental Public Bodies and to reflect 

specific oversight duties relevant to Scottish Canals’ business with input from the external 
auditors, the responsibilities of the ARC have been refined. It is recommended that the Board 
approve the revised ARC terms of reference attached in appendix 2.  
 

1.2 As previously reported to the Board, Jeanette Innes tendered her resignation as a co-opted 
member of the ARC with effect from 15th June 2020. The ARC is currently quorate and the skillset 
required for a replacement member is under consideration.   

 
1.3  An update was provided on the Corporate Risk process review to improve the effectiveness of 

Scottish Canals’ current risk management arrangements to address the underlying causes of 
risks. The outcomes and ARC recommendations to the Board are detailed in a separate 
Corporate Risk Review report to the Board. 

 
1.4 The ARC was updated on key developments and dynamic BCP arrangements concerning the live 

BCP event in response to the COVID-19 pandemic. The ARC was assured that appropriate 
governance was in place in response to the Covid-19 crisis, specifically that the Board continued 
to meet fortnightly and was fully informed of all business critical issues, scenario planning and 
business modelling aligned to Scottish Government guidance. 

 
1.5 The ARC was also updated on the annual Book Asset Valuations undertaken by Gerald Eve to 

ascertain the capital value of Scottish Canals’ properties for inclusion in the Annual Report & 
Accounts. The ARC was assured that the movements in the valuations of several properties were 
based on independent professional assessment.  

 
Gerald Eve had also provided an estimate of the potential impact of COVID-19 on the asset 
valuations of £238k which would be noted as a post balance sheet event in the Annual Report & 
Accounts. The interim valuation exercise to be carried out in September would provide a more 
accurate analysis of the impact of COVID-19 to the properties held by Scottish Canals. 
 

1.6   The ARC reviewed the Annual Procurement Report detailing Regulated Procurement activity 
carried out in the previous financial year as well as details of proposed procurement activity in 
the coming years compliant with the duties within The Procurement Reform (Scotland) Act 2014. 
The ARC recommends that the 2019/20 Annual Procurement Report attached as Appendix 3 be 
approved by the Board. 
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Internal Audit 

1.7 The ARC reviewed recommendations and management responses of Internal Audit reports 
undertaken with regard to: 

1.7.1 Financial Governance - a reasonable level of assurance was placed upon the control 
environment. The audit identified scope for improvement in the existing arrangements with 
one high and five medium priority recommendations for management to address. The high 
priority action had been addressed;  

1.7.2 GAMMA application review - a reasonable level of assurance was placed upon the 
control environment. The audit identified scope for improvement in the existing arrangements 
with one high and four medium recommendations for management to address.  

1.8 The ARC reviewed the action follow up report and noted satisfactory completion of eight 
recommendations during the period from 26 March 2020 to 25 May 2020 with seven 
recommendations remaining outstanding, five of which related to the Egg Shed and Steamer 
Terminal which had been closed since 23rd March and staff furloughed. It was acknowledged that 
this was a difficult period and agreed that the management update on progress was 
commendable. 
 

1.9 The audits in the current Internal Audit Plan 2020/21 had not commenced due to the lockdown. 
The Plan would be kept under review to reflect any changing priorities and emerging risks with 
regard to Covid-19 and the Board would be informed of any material adjustments to the Plan.  

 
External Audit 
 

1.10 External Audit had provided an update to the planned scope of the external audit of Scottish 
Canals. The global outbreak of the Covid-19 virus had been identified as a significant financial 
statement risk, and potential for increased risk of misstatement. The wider scope risk assessment 
had been updated to document Scottish Canals’ arrangements to ensure critical business 
continuity in the current Covid-19 lockdown.  
 
Policies and Processes 
 

1.11 The ARC reviewed and approved the following: 
 

1.11.1 The Whistleblowing policy; 
1.11.2 The Codes of Conduct for the Board and Staff; 
1.11.3 The Anti-Bribery Standard. The report on the gifts and hospitality accepted and 

declined for the 2019/20 financial was noted as acceptable; and 
1.11.4 The Anti-Fraud Standard which would be updated to reflect lessons learned and   

assurance of additional controls in place upon conclusion of the internal and Police 
Scotland fraud investigation at the Falkirk Wheel. 

Recommendation 

The ARC would ask the Board to note the summary above and recommends approval of: 
 

The ARC terms of reference in the format attached as Appendix 2; and 
 
The 2019/20 Annual Procurement Report in the format attached as Appendix 3 

  
 
 
 


