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Board Governance – Financial monitoring reports to the Board and Committees – revised process
Purpose:
This paper seeks agreement to change SEPA’s financial reporting arrangements to the Board and its committees.
Recommendations: The Board is asked to approve the following changes in its financial reporting arrangements:
the detailed Financial Monitoring report currently tabled at all Board meetings in private session moves to the Audit, Risk & Assurance Committee (ARAC) for scrutiny; and 
the Capital financial monitoring report currently tabled at the People & Resources Committee (PRC) also moves to ARAC to scrutinise. 
The Board is asked to note that any changes required to committee ToRs will then follow this Board meeting, for approval by the Board.
Authors: Jenny Faichney, Unit Manager CLT & Board Support and Jennifer McWhirter, Clerk to the Board and Head of Corporate Legal & Leadership Support
Corporate Leadership Team Sponsors: Kirsty-Louise Campbell Deputy Chief Executive and Angela Milloy Chief Finance Officer
Date: 10 September 2026
Introduction
At the Agency Board meeting on 30 June 2026, the Board was informed that discussion took place at the ARAC meeting on 16 June 2026 regarding where detailed financial scrutiny should sit. While the Board retains overall accountability for financial assurance, it was recognised that sufficient time and depth of discussion were needed within the committee structure, given the pressures on the full Board agenda. 
This paper summarises discussion at ARAC and PRC following a review of current financial reporting arrangements and proposes changes for future finance reports to ARAC and the Agency Board for approval at the Board meeting on 29 September 2026.

Overview
ARAC discussion
At the 16 June 2026 ARAC meeting consideration was given as to whether financial scrutiny should sit with ARAC, noting that comparable organisations often place finance either within a dedicated finance committee or, where none exists, within an audit and risk committee. ARAC agreed that a formal proposal on future financial scrutiny arrangements should be developed for Board approval, including the most appropriate committee route, the relationship with Board responsibilities, and any required changes to reporting, with roles and responsibilities clearly defined prior to implementation.
Discussion recognised the need to identify the most appropriate forum for detailed financial scrutiny. It was noted that, in the past, detailed financial reports were reviewed by ARAC. 
A draft of this paper was tabled at the ARAC meeting on 8 September 2026 and ARAC agreed the proposed changes and that this paper should be submitted for Board approval. 

PRC discussion 
The PRC has within its Terms of Reference the effective scrutiny of transformational business cases[footnoteRef:2], resource aspects of finance, and procurement. At its meeting on 11 August 2026 a paper on financial reporting was tabled referring to the discussion at ARAC in June 2026. The PRC was asked to consider a change in its financial reporting arrangements and agree that the Capital financial monitoring report, currently tabled at all PRC meetings, moves to ARAC to scrutinise. 
The Committee welcomed and agreed the proposal (subject to Board approval), noting that it reflected governance arrangements in other public bodies. The PRC will retain responsibility for the forward looking element of resource planning, including scrutiny of business cases and alignment with the People Strategy.
Also on 11 August 2026, the PRC noted that the changes would be incorporated into this paper following consideration by ARAC on 8 September 2026.

Proposed changes to financial reporting
The Board is now asked to agree to the changes at committee level and that ARAC also scrutinises the detailed Financial Monitoring Report currently tabled for the Agency Board in private session. 
The Board will continue to consider the concise public-facing Financial Monitoring Report and, if the proposal is agreed, all members will be invited to view the detailed revenue and capital financial monitoring reports as part of the ARAC meeting packs. No reduction in Board accountability is proposed; the intention is to create sufficient space for robust financial scrutiny by ARAC while preserving the Board’s overall responsibility and make more effective use of Board time. Note also that the annual report and accounts and approval of SEPA’s annual budget are not impacted by the proposed changes.
Improvements to financial reporting, including new dashboard tools, are also being introduced to enhance clarity and accessibility.

Recommendations
The Board is asked to approve a change in its financial reporting arrangements and agree that the detailed Financial Monitoring report currently tabled at the Board in private session and the Capital financial monitoring report current tabled at the PRC both move to ARAC to scrutinise. Any changes required to committee ToRs will then follow this Board meeting, for approval by the Board.
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