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Purpose  

  

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

Internal Audit Plan 2021-22 attached as agenda item 5(ii) and the Asset Management Policy 

attached as agenda item 5(iii). 

 

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 11th March 2021 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  

Katharina Kasper attended her first meeting as an independent ARC member. 

 

Fraud Investigations Update 

The ARC was updated on progress of the criminal investigations by Police Scotland following 

fraudulent refund transactions at The Falkirk Wheel. The ARC was also updated on a phishing 

email that led to two salary payments being paid erroneously to a fraudulent bank account. 
The ARC was assured that, following a full investigation, lessons learned had been 

implemented and noted the role of internal audit to assist with ensuring cyber security best 

practice. An internal audit of IT resilience is included in the Internal Audit Plan 2021-22. 

 

Disaster Recovery Update 

The ARC was provided with a comprehensive report on the range of infrastructure and practice 

measures in place to mitigate risks and maintain ICT in the event of an unplanned disruption. 

 

Risk Appetite Statements 

The risk appetite statements, as further reviewed by the ARC, are attached as agenda item 5 

(iv). It is recommended that the risk appetite statements be shared with the business ahead 

of the 2021/22 financial year. 

 



 
The ARC noted that the behaviours/tolerance matrix would benefit from language adjustments 

and re-calibration to reflect growing and decreasing risks in the context of the Corporate Plan 

2020-23, in particular, Health & Safety of staff, commercial assets and the environment to 

reflect Scottish Canals’ willingness to respond to risks as either threats or opportunities. The 

ARC Chair will discuss the process for implementing the continuous improvement review of 

the risk appetite statements with the Board Chair. 

 

Corporate Risk Register 

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. The ARC will undertake an in-depth review of the asset degradation risk at the 

November ARC meeting. 

 

Internal Audit 

The ARC reviewed recommendations and management responses of Internal Audit reports 

undertaken with regard to: 

 

Lessons Learned – COVID-19 & Business Continuity Planning - a reasonable level of 

assurance was placed upon the control environment. Scottish Canals management had 

promptly identified their critical staff and activities at the early stages of the pandemic and 

measures were put in place to ensure that these staff had the required equipment and 

resources to undertake the critical activities. Two recommendations prioritised as medium 

were identified for management to address. The Business Continuity Plan is to be updated 

with lessons learned from the pandemic prior to sharing more widely internally and future 

lessons learned future lessons learned sessions would include a more diverse range of 

stakeholders. 

 

Follow Up Report 

The ARC reviewed the Internal Audit actions follow up report and noted that Scottish Canals 

had satisfactorily implemented twelve recommendations since the previous meeting and there 

were twelve outstanding recommendations. The ARC was assured that management was 

liaising with internal audit to provide evidence to demonstrate the implementation of the 

outstanding recommendations.  
 

Draft Internal Audit Plan 2021-22 

The ARC considered the content and expected outputs of the draft Internal Audit Plan 2021-

22 and recommends that the Board approve the Internal Audit Plan 2021-22 attached as 

agenda item 5(ii). For the 2021/22 audit plan, a flexible approach will be adopted and audits 

included in the current plan may be superseded by other areas of higher risk.  

 

A risk assurance map as an internal tool as part of the risk management framework and 

internal controls is work in progress. 

 

External Audit  

The external auditors summarised the key areas of the draft External Audit Plan for the 

financial year ended 31 March 2021, setting out the risk-based audit approach and timing, 

materiality, significant financial statement risks and wider scope audit. The increased audit 

fees as a one-off increase due the transition to NDPB status was noted. Planning materiality 

would be set at 1.7% of expenditure based the 2020/21 budget. Performance materiality would 

be set at 70% of planning materiality, slightly reduced from 75% in the previous year due to 

the perceived increased risk of as a result of the COVID-19 pandemic and the transition to 



 
FReM accounting. Lower materiality of £5k would be used on the Staff and Remuneration 

Report. 

 

The significant financial statement audit risks for consideration during the audit were noted as: 

Management override of controls; risk of fraud in revenue recognition; risk of fraud in 

expenditure; valuation of property, plant and equipment and investment property; and defined 

benefit pension schemes. In addition, wider scope risks for consideration during the audit were 

financial sustainability; and governance and transparency.  

 

Interim audit testing had concluded and there were no significant issues to report. The 

restatement of the opening balances and valuation of properties was work in progress. The 

draft Accounts Direction was being updated in discussion with the Scottish Government 

sponsor team. 

 

In addition, the ARC received an update report from the Financial Planning Committee and an 

update on the implementation of the Asset Management Action Plan. There are no issues of 

concern to highlight to the Board. The ARC agreed that the draft Asset Management Policy 

read well and recommend this policy for approval by the Board to emphasise leadership. 

 
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 Internal Audit Plan 2021-22 attached as agenda item 5(ii); and  



 
• the Asset Management Policy attached as agenda item 5(iii). 
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