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The Board should note that the contents of this paper were considered by the EMT at their 

meeting on Tuesday 19 January 2021. 

  

 

Purpose  

 

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

December 2020, representing the end of Quarter 3 in the financial year 2020/21 Appendix 1.  

  

Priority  

  

Routine.  This paper is a summary document for noting. 

  

Background  

  

The Board receives regular reports on the management accounts, as well as the overall 

performance of the finance function in order to offer additional oversight and guidance 

regarding the use of public funds.   

 

This paper provides a comprehensive financial position for the Scottish Canals, which is 

particularly pertinent given the ongoing impact of COVID-19. 

  

The information contained in Appendix 1 states the position achieved at the end of financial 

Quarter 3 in the 2020/2021 budget cycle.   The position is stated against the previously agreed 

RF2. 

 

Key Issues  

 

Issues of note to bring to the attention of the Board are listed below and are also reflected in 

the Q3 Corporate Services Report.   

 

1. Financial Position at end of Q3 

The year to date results for the nine months to the end of December 2020 show an 

operating surplus of £628k against a RF2 budget operating deficit of £159k.  

 

This year-to-date result is a culmination of factors including receipt of more income than 

anticipated, and we had less expenditure when compared with projections made within 

RF2. However, even with the receipt of GIA funding from Scottish Government, Scottish 

Canals will operate within a deficit budget position for 2020-21 due to the lower income 

running totals brought forward from previous months. 



 
 

A high level summary showing Scottish Canals’ income, expenditure and GIA Funding is 

shown below. This shows that on a year-to-date basis SC’s net operating deficit before GIA 

funding is £1,202k lower than the RF2 forecast, primarily due to ongoing rigorous cost 

management.  

 

 

 

Please note, that performance against budget/YTD, does not give the indication of the end of 

year financial position 

 

2. VAT & HMRC issue:  Discussions with HMRC are continuing, in conjunction with our 

external advisors KPMG and the Scottish Government’s VAT Advisory Team.  Two further 

meetings were held between Scottish Canals, SG Sponsor Team, SG VAT Advisory 

Team, KPMG and HMRC on 18 and 27 November 2020 respectively.  No future meeting 

dates have yet been set as Scottish Canals are awaiting feedback from KPMG on HMRC 

correspondence received following the previous meetings. 

 

Corporate Implications  

 

• Strategic Priorities: This financial report demonstrates performance against the previously 

agreed RF2 budget for 2020/2021, and indicates direction of forward travel in the current 

Covid-19 situation.  The overall effect of Covid-19 has had an impact on Scottish Canals’ 

ability to achieve its Strategic Priorities over the first nine months of this year, and this has 

been reflected in the changes that were made to budgets and delivery expectations during 

the previous re-forecasting exercise.   

 

• Risk: The Executive Management Team have continued to robustly manage and monitor 

the budgets on a regular basis in order to ensure tight budget control, and identifying 

financial levers should decisions have to be taken to pause areas of work.  This is reflected 

in the better-than-anticipated Q3 position.  However, the Board should note that projected 

outturn for the current financial year is still one of operational deficit, as opposed to being 

zero-balanced.  There also still remains the outstanding and future VAT position to be 

addressed, and therefore there is an ongoing provision being identified for this in the 

budgeting process. 

 

• Legal: There are no immediate legal repercussions arising from this financial update, as 

Scottish Canals are continuing to pay all of its creditors within agreed contractual terms. 

 

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

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

This will be identified through the new RF3 process.  

 

• Human Resources:  During this last reporting quarter, there were new requirements to 

furlough staff within the Destinations teams due to further Covid-19 measures. 

 

• Fair Work First: Not applicable to this report at this time. 

 

• 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 direct implications for Community & 

Third Sector, although as activities and projects continue to develop within Scottish 

Canals, there may be a need and appetite to seek more opportunities for third party 

funded opportunities if there are only limited funds internally. 

 

• Commercial: Not applicable to this report at this time. 

 

• Asset: Nothing in addition to the content included in the main report. 

 

 

Conclusions and Recommendations  

The Board is asked to note the contents of this overall report. 

 

 

Author:  Andrew Ogg 

Title:   Interim Financial Accountant 

Date:   17 January 2021  

  



 
APPENDIX 1: Q3 Finance Report 
 

Executive Summary 

 

This is the third quarterly report of the 2020/2021 financial year for the period to 31 December 

2020 (Q3).  Scottish Canals are now operating as a NDPB, where zero-based balanced 

budgeting is required. 

 

Following the Re-forecasted Budget (RF2), the organisation has strived to operate within its 

means, and with prudent budget management. 

 

The canal breach at Muiravonside during August has given rise to some unplanned 

expenditure, and this has been subject to further budget allocation from Scottish Government, 

alongside additional capital monies for a dredging project and the purchase of the weed-cutter. 

 

In order to give the Board full visibility of the current finances of the organisation, there are 

specific reports within this analysis: 

 

• Report 1: Profit & Loss (Consolidated across the organisation) to 31 December 2020 

• Report 2: Profit & Loss by Division to 31 December 2020 

• Report 3: Capital Expenditure to 31 December 2020 

• Report 4: Balance Sheet as at 31 December 2020. 

 

As the financial year progresses, the Finance Team will move to preparing for year-end 

accounting for 2020/2021, with the requirement to restate the 2019/2020 Annual Accounts in 

accordance with FReM requirements.  We have since been notified that the IFRS16 

requirements in relation to leases has been delayed for a further year.  Progress in relation to 

the annual accounts will be reported to the Audit & Risk Committee. 

 

Management Accounts Analysis 

 

• As detailed in the narrative of the cover paper. 

 

Cashflow Position 

 

• At the end of December 2020 Scottish Canals held a net cash positive position of 

£10,907k. This high amount is due to a SC receiving GIA Capital and Third Party funding 

for projects in advance of spend.  SC has also collected some large debts that were due 

at the 2020 financial year end and reimbursement from HMRC for furloughed staff.  

 

• At close of business on 12 January 2021 the Scottish Canals operational bank account 

balance was £9,733k. 

 

• All suppliers with approved invoices with due dates of 31 Dec 2020 and before have been 

paid.  

 

• A full revised cash forecasting exercise is being done as part of the RF3 budget 

reforecasting exercise during January 2021. 

 



 
• Current projections show that GIA Revenue funding ceases to cover Scottish Canals’ costs 

in February 2021.Scottish Government will however continue to provide additional deficit 

funding when this happens. 

 

Funding Updates 

 

We receive our Grant in Aid for revenue and capital purposes from Scottish Government, and 

draw down on a monthly basis around the 15th of each month.  Monthly meetings are in place 

with SG to discuss our funding requirements and future performance forecasts. This is in line 

with SG’s evolving approach to scrutinise the budget needs of all government funded 

departments. In preparation for the financial year end, these meetings are going to be held 

fortnightly. 

 

Our drawdown profile for GIA so far is as follows: 

 
Grant in Aid 2020-21 Revenue 

£’000s 
Capital 
£’000s 

Dredging + 
Weedcutter 

Capital 
£’000s 

Muiravonside 
£’000s 

Budget Allocation 8,500 12,200 1,545 6,500  

April 2020 drawdown (1,150) - - - 

May 2020 drawdown (755) (20) - - 

June 2020 drawdown (1,200) - - - 

July 2020 drawdown (550) (412) - - 

August 2020 drawdown (400) (1,065) - - 

September 2020 drawdown (430) (917) - - 

October 2020 drawdown (460) (206) - (750) 

November 2020 drawdown (1,300) (1,340) - (1,000) 

December 2020 drawdown (750) (1,139) (221) (840) 

January 2021 drawdown expected (600) (2,810) - (665) 

Balance remaining to draw down 905 4,291 1,324 3,245 

 

In addition to the GIA Capital allowance of £12,200k, Scottish Government have allocated an 

additional £1,000k to facilitate dredging of the Caledonian and Crinan Canals, and £545k to 

allow the purchase of a weed cutting machine. This additional funding must be utilised within 

the 2020-21 financial year. The majority of the spend is forecast to be made in Q4. 

 

Following the Union Canal breach at Muiravonside, Scottish Government will provide funding 

of £6,500k in the 2020-21 financial year to facilitate the necessary repairs. 

 

The total GIA Capital funding for SC for 2020-21 now stands at £20,245k. 

 

 

Joint Ventures 

 

• Edinburgh Quay Limited - There are no matters to report to the board by exception.  

• BIGG Regeneration Limited Partnership - There are no matters to report to the board by 

exception. 



 

REPORT 1: 

Profit & Loss to 

31 December 

2020 



 
 
 

 

 

  

REPORT 2: 

Profit & Loss by 

Division to 31 

December 2020 
REPORT 3: 

Capital Expenditure to 

31 December 2020 



 
 

 

 

 

 

REPORT 4: 

Balance Sheet 

as at 31 December 2020 


