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GOVERNANCE REVIEW  

Purpose  

  

The Board to note progress of the Governance review and provide additional comments on 

the proposed Governance structure as noted in Appendix 1.  
  

Priority  

  

Routine.  

  

Background  

  

The new Corporate Plan 2020-23 sets out the organisational aims and activities for the three 

year period ahead with a focus around stability, stewardship of public money and delivery. 

One of its key aims is to ensure that Scottish Canals excels in governance, financial resilience, 

and demonstrates a commitment to innovation.  

  

Key Issues  

 

The CEO raised the opportunity to develop Governance more fully previously and was 

supported by the ARC and Board to progress this. These areas identified cluster around 

intermediate processes and the superficial use of paperwork and the ability of formal 

structures to effectively surface and ‘grip’ decisions around key events in the lifecycle of 

projects and other critical events. The areas identified to review further are not universal but 

they appear regularly in such reports and the focus of this review therefore is about ensuring 

effective, proportionate and culturally competent governance. 

 

Scope of Changes  

 

 Framework Document and Annual Grant-in-Aid Award Letter (issued by Scottish 

Government) (separate paper) 

 Annual Grant-in-Aid Award letter (issued by Scottish Government) (separate paper) 

 Governing Board and Internal Board Structure (this paper) 

 Project Governance 

 Financial Governance 

 Scottish Canals’ Statement of Delegated Financial Authority (separate paper) 

 

Primary Outputs 

 

 A revised internal Board structure with clear and transparent processes and 

documentation that supports assurance and audit requirements 

 Re-modelled finance and project governance arrangements to adapt to new 

requirements under the Scottish Public Finance Manual (no longer operating as if a 

private company) 



 
 A revised Corporate and Operational Governance Arrangements document, last 

updated May 2018. This will provide a single source of truth for all key governance 

documents and ensures clear alignment and transparency. 

 

Proposed Changes 

Given the nature of the problem needing to be solved, this review is starting from the whole 

governance picture and working through each element (processes, paperwork, sequencing, 

behaviours and feedback loops). This paper outlines the initial re-casting of the Board 

structure under the Main Board. No changes to the Main Board or the two existing sub-

committees is proposed initially until the new Executive Boards have been introduced for two 

or three substantive meetings. This gives time to work through early teething problems and 

set expectations of how people need to behave differently to achieve more effective 

governance. 

 

The key concepts for each board are summarised below and incorporate feedback from the 

ARC meeting on 26th March 2020. Draft terms of reference have been drawn up along with a 

draft governance cadence to show the sequencing of boards at a glance. 

 

Executive Management Team: All strategic issues, ultimate escalation before Main Board, 

HR/Workforce/People issues, global budget sign-off, novel and contentious issues. The ARC 

recommended that the Executive Management Team monitor and approve change projects 

put forward by the all-staff Change Forum rather than establish a separate Change Board. 

This has the benefit of streamlining the Governance structure and gives ‘change’ a sense of 

visibility and legitimacy within the business.  

 

Enterprise Board: Customer policy, business development and new business opportunities 

(regeneration, destinations, income generation generally) and associated marketing. 

Replaces Tourism Exec and expands to include all Revenue & Regeneration activity. Owns 

‘changes’ to the operating models of the organisation to draw a clear line with the Operations 

Board. Produces the draft ‘Commercial’ budget for consideration by Finance Planning Board. 

 

Operations Board: Delivery of the annual business plan. A highly focused walk through of key 

milestones and performance indicators of all parts of the business to assure delivery of the 

business plan and to trigger corrective action. Frequent (weekly/fortnightly) and focused. 

 

To advance the agenda around the importance of Health and Safety, and accounting for 

current academic thinking around how it is perceived, we are integrating H&S milestones and 

indicators into the Operations Board approach so teams begin to treat it as a core part of their 

delivery. The changes in senior structures (moving H&S assurance out of Infrastructure and 

Ops Directorate and into Policy and Governance) is a counterbalance to this so Health and 

Safety remains visible and accountable. 

 

Health & Safety Committee: In compliance with legislation the current H&S Committee 

structure will be retained and report to the Operations Board to ensure consultation with 

employees, through TU Reps and Reps of Employee Safety. The existing membership of the 

Committee to be reviewed to engage more employee representation. 

 

Investment Board: Portfolio go/stop/challenge board that owns the entire asset investment 

programme and (broader) capital budget. Approves or rejects new business cases and 



 
confirms delegated authority to each project. Supported by the Project Assurance Committee 

which focuses on delivery of projects and escalates all but trivial changes in focus or finances 

to the Investment Board. Terms of Reference of the Board and Committee spell out the 

relationship in order to lock down the risk of mission creep, unplanned use of contingencies 

and ineffective use of reporting tools. Project documentation will further constrain the financial 

authority of any individual involved in the project beyond the general limits set out in the 

Delegated Financial Authority statement. 

 

Finance Planning Board: To oversee the strategic finance planning, particularly, the global 

budget envelope and departmental allocations. Considers topical and finance policy changes. 

Meets infrequently but purposefully around Scottish Government key timescales (post-Budget, 

before April, ABR). The Board meets to consider and ratify the annual Grant-in-Aid award by 

Scottish Government, the proposed Capital budget by the Investment Board and the proposed 

Commercial budget by the Enterprise Board. A full budget is then generated and allocated to 

teams (including as appropriate through any budget negotiation process). EMT would be 

asked to rubber-stamp / challenge by exception the budget. 

 

The ARC proposed that the Investment Board could be absorbed into the Finance Planning 

Board to further streamline the Governance structure and additional comments from the Board 

are invited. Our view is to retain this as separate at least during 2020/21 to give focused and 

dedicated attention to the significant redevelopment required around both financial and project 

governance. 

 

The aim of the Financial Control Committee is to manage in-year delivery of the agreed 

budgets. Acts as the zero-sum control forum for changes in budgets to assure a balanced 

end-year budget (and cash balance). Teams wishing to grow their budget must work with 

finance in advance to find teams able to give up budget so the committee is capable of 

approving agreeable changes. This is intended to provide an auditable pathway for teams to 

seek changes that are timely and effective, do not require intensive EMT involvement and do 

not inherently change the risk profile of the organisation.  

 

Timescales 

A series of focus groups with the chair and key members of each Board are planned in April 

to scope out each Board and facilitate management buy-in prior to implementation of the 

revised governance structure with effect from early May 2020. 

 

Corporate Implications  

  

 Strategic Priorities: The Governance review will drive SC's ability to actively manage 

and achieve its strategic priorities and Business Plan objectives. The aim to excel in 

governance is supported by the following key performance indicator: 

 

“We will reform how we take decisions to improve the public value and sustainability of 

our resources.”  

 

 To be successful in achieving this key performance indicator, Scottish Canals has 

undertaken to review and implement new Governance arrangements to provide 

assurances that the organisation is well governed and that the risk of governance 

failure is minimised. The Governance structure attached as an appendix reflects the 



 
identified need to create the time and space for teams to develop credible and 

measurable plans to deliver the Corporate Plan and annual Business Plan aims. 

  

 Risk/Risk Appetite: The implementation of the Governance restructure will ensure a 

focus on strategically critical activities and corporate behaviours that should reduce 

risk. The management of risk would be a golden thread throughout the governance 

structure and a specific focus of the Operations Board. The governance structure will 

ensure that internal audit actions are visible and tracked by the ARC to provide the 

Board assurance. 

 

 Legal: Nothing to note.   

 

 Financial: All resources spent by Scottish Canals will align to the Corporate Plan.  

 

 Human Resources: The Governance restructure will dovetail with the People Strategy 

to capture a wide range of important commitments, including performance 

management improvements. 

 

 Fair Work First: Nothing to note.    

 

 Communication: Clear internal communications and opportunities to provide feedback 

are key to the successful implementation of a new Governance structure.  

 

 Community & Third Sector: Nothing to note.   

 

 Commercial: Nothing to note.   

 

 Asset: Nothing to note.   

 

Conclusions and Recommendations  

  

The Board to note progress on the Governance review. Comments are invited on the role and 

value of a distinct Financial Planning Board. 
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