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Purpose  

  

To report to the Board the activity of the ARC and recommend that the Board approve: 

 

 The Schedule of Matters Reserved to the Board included as agenda item 5 (ii); and 

 

 The proposed policies and procedures approval process in accordance with the 

governance framework. 

 

Priority  

  

Routine   

  

Background  

  

In accordance with the Scottish Government’s Audit and Assurance Committee Handbook, 

the ARC supports the Board and Accountable Officer by reviewing the comprehensiveness 

of Scottish Canals’ assurances and reviewing the reliability and integrity of these assurances.   

  

Key Issues    

  

A summary of the key issues considered at the ARC meeting on 19th November 2020 is set 

out in this report. The draft minutes of this ARC meeting are included as agenda item 5(i) for 

further information. 

 

ARC Members  

Jayne Scott attended her first meeting as a co-opted ARC member and David Middleton 

stepped down as an ARC member at the end of the meeting. 

 

Following Board approval, an advert for two independent ARC members, each for a period of 

3 years with the option to extend for a further 3 years, is live on the SG public appointments 

web-site with a closing date of 18th December 2020. The required skillset seeks to find 

members who can demonstrate one or more of the following - a financial background with 

experience of working with the Scottish Public Finance Manual (SPFM), experience and 

knowledge of risk and assurance, experience gained in a commercial property setting, or 

experience of strategic investment. The proposed start dates are staggered between early 

2021 and mid-2021.  

 

Risk, Control and Governance 

The Risk Management Policy & Framework, based on the Scottish Public Finance Manual 

and best practice, has been approved. This toolkit will drive and embed appropriate and 

consistent risk management controls and a risk escalation process across all levels and 

departments. Risk awareness training for staff involved in managing risk is ongoing to promote 



 
continual improvement and embed a risk management culture aligned with Scottish Canals’ 

risk appetite. 

 

A review of the risk appetite statements by the Board is planned for 2020/21 Q4. 

 

The ARC reviewed the Corporate Risk Register. The ARC was assured that risks were being 

closely controlled and appropriate mitigations were in place. There are no new risks to report 

to the Board. 

 

Following acceptance of Scottish Canals’ Framework Document, the ARC approved the 

proposed outline of Scottish Canals’ Governance Framework. An external version, for 

publication on the Scottish Canals’ website, will include the SG Framework Document together 

with Board and Board Committee terms of reference. An internal version will be more detailed 

as guidance and a training toolkit, supported by a creative and innovative communications 

strategy.  
 
An ARC recommendation to approve the Schedule of Matters Reserved for the Board, 

updated to reflect the Board responsibilities in line with the delegated authorities of the revised 

Scottish Government Framework Document is detailed in agenda item 5(ii).  

 

Internal Controls - Policies and Procedures 

The Board is required to approve the following policies in accordance with its legal obligations 

to demonstrate leadership and engagement: Health & Safety; Anti-Fraud; Anti-Bribery; and 

Whistleblowing. To avoid duplication the ARC proposes that these policies should not be 

referred to the ARC for review prior to seeking Board approval. The ARC will continue to 

review Accounting policies and the Risk Management Framework. In accordance with the 

governance framework all other policies and procedures will be reviewed by the Compliance 

Management Forum, reporting to the Business Delivery Committee, and with accountability 

and approval by the EMT.   

 

Internal Audit 

The ARC reviewed recommendations and management responses of Internal Audit reports 

undertaken with regard to: 

 

Health & Safety Controls - a reasonable level of assurance was placed upon the control 

environment. Scope for improvement was identified with seven recommendations prioritised 

as one high, five medium and one low for management to address.  

 

To allow for the embedding of training and local Health & Safety management initiatives, 

incorporating first aid and wellbeing, the ARC recommends that the Board review these Health 

& Safety initiatives in 2021/22 Q2 to demonstrate leadership in Scottish Canals’ Health & 

Safety culture.  

 

IT General Controls - a reasonable level of assurance was placed upon the control 

environment. Scope for improvement was identified with five recommendations prioritised as 

two high, two medium and one low for management to address. 

 

The ARC reviewed the Internal Audit actions follow up report and noted that twenty one 

recommendations were not yet implemented. The ARC noted the context for the re-

prioritisation of several recommendations due to location closures directly caused by the 

COVID 19 pandemic and resourcing issues as a consequence of the Union Canal breach. 



 
The ARC accepted the date changes and was assured that management was liaising with 

internal audit to provide evidence to demonstrate the implementation of the outstanding 

recommendations.  
 

It is anticipated that the Internal Audit Plan 2020/21 audits will be completed despite Covid-19 

restrictions.  

 

An updated risk assurance map will form part of the EMT’s consideration of the draft Internal 

Audit Plan 2021/22.   

 

The collated feedback from the internal audit effectiveness questionnaire was positive. Audit 

Glasgow had built a strong working relationship with constructive engagement by competent, 

experienced staff. The ARC Chair and Chief Executive will meet with Internal Audit to share 

the feedback and discuss the potential for more knowledge sharing within the Internal Audit 

budget constraints.  

 

External Audit  

The external auditors planned to undertake interim fieldwork and sample testing in January 

2021 prior to the external audit fieldwork in May 2021. 

 

Due to the Covid-19 pandemic the Auditor General has extended the appointment of Grant 

Thornton as Scottish Canals’ external auditor for the financial year 2021/22. 

 

The collated feedback from the external audit effectiveness questionnaire highlighted a need 

for more proactive engagement by the external audit team, particularly given Scottish Canals’ 

transition to NDPB status and the need to re-state the accounts. The ARC Chair has written 

to the external auditors requesting an overview of the draft External Audit Plan for the financial 

year ending 31st March 2021 together with the external audit timetable be circulated to the 

ARC members, informed by a lessons learned meeting with Scottish Canals’ Finance team 

held in early December, to enable the ARC members to provide feedback. The ARC Chair 

also recommended that the new senior lead audit manager engage with the SC team to allow 

for relationship building and continuity of handover. The ARC Chair will follow up with a 

meeting with the senior lead audit manager and the new senior lead audit manager to be 

appraised of the planned external audit work and discuss the external audit feedback.   

 
Corporate Implications  

  

• Strategic Priorities: The ARC provides assurance that Scottish Canals is focused on 

ensuring alignment of its business activities with the strategic objectives as set out in 

the Corporate Plan 2020-23.  

  

• Risk/Risk Appetite: The ARC provides assurance that Scottish Canals is focused on 

strategically critical activities and corporate behaviours that should reduce risk.  

  

• Legal: No legal issues to note.  

  

• Financial: No additional financial implications to note.   

  

• Human Resources: No issues regarding human resource management policies to note.   

 

• Fair Work First: No SG Fair Work First criteria issues to note.    



 
  

• Communication: The ARC Report is published on the Scottish Canals website in 

accordance with Scottish Canals’ objective to be more transparent and accountable.  

 

• Community & Third Sector: No issues to note.    

 

• Commercial: No issues to note.   

 

• Asset: No issues to note. 

Conclusions and Recommendations  

  

The Board to note the activity of the ARC and recommend that the Board approve: 

 

• The Schedule of Matters Reserved to the Board included as agenda item 5 (ii); and 

 

• The proposed policies and procedures approval process in accordance with the    

governance framework.  
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