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20 September 2017
	Paper Title 
	Finance Report – 2017-18


	Paper Reference:
	NRW B B 41.17


	Paper Prepared By:
	Rob Bell – Head of Finance
Andrea Morgan – Business Finance Manager


	Paper Sponsored By:
	Kevin Ingram - Executive Director of Finance and Corporate Services


	Purpose of Paper:
	Scrutiny 


	Recommendation:
	To scrutinise the financial position for 2017-18 as at 31August 2017;
To note the items sent to Welsh Government for approval since the last Board meeting.



	Impact: To note – all headings might not be applicable to the topic
	Looking at the long term:

This paper focuses on the current financial year, plus sound financial management is an important element in planning for the long term.

Taking an integrated approach:

Involving a diversity of the population:

Working in a collaborative way:

Preventing issues from occurring:

This paper highlights actions being undertaken to mitigate reductions to our future funding


Issue
1. This paper provides an update on our latest financial position as at 31 August 2017 and details of financial approvals by Welsh Government.
2. To provide an update to the Board on other financial related matters.
Background
3. Financial Performance in the current year is, generally, progressing well. Income is ahead of Budget, though expenditure is behind Budget for reasons explained within this report. 
4. By the end of September, we will have concluded our Mid-Year Review of budget performance and will bring recommendations to the Executive Team on any risks, issues and potential budget changes that have been identified.
. 
Assessment
Year to Date Financial Report
5. A summary of the financial performance as at the end of August 2017, can be found at Annex A. This is measured against the Revised Budget previously agreed by the Executive Team and the Board.
6. The overall financial position at the end of August is positive. Income is ahead of Budget. Expenditure is behind Budget by more than we would have liked at this stage of the financial year for reasons explained below.
7. Income is ahead of profile by 1.6% (£1.3m). This is mainly due to commercial income being ahead of budget (£1.1m) because of timber market conditions. 

8. Expenditure is 11.5% (£7.8m) behind budget. There are four main reasons for the underspend to date:

· The Flood Risk Management capital programme is behind budget by £2m compared to the programme that was endorsed by the Flood Risk Management Advisory Group in July. We are progressing well with our three main schemes – St. Asaph, Crindau and Roath and expect to use our full year’s allocation.
· The ICT Transformation programme is behind schedule by £1.8m due to time taken to close off the 2016-17 programme and to develop the specifications for the new 2-year programme – the most significant of which is the enhancement of NRW’s website. 
· We are behind budget (£1.2m) in our harvesting and marketing activities and associated forest road infrastructure maintenance costs. There may be savings within the budget due to changes in the programme from Direct Production to Standing Sales during the first five months. During this period, we have also seen greater than budgeted timber sales. We are assessing what impact the change in work programme will have on the full year budget.
· There are also delays in respect of implementing projects that we only confirmed funding to in March 2017 (over £1m).
Mid-Year Review of Budgets 

9. We are currently finalising our Mid-Year Review of Budgets. The results of which will be reported to the Executive Team later this month and then to the Board meeting in November 2017. 
10. A key part of this review will be assessing the expenditure areas where we have the greatest variances (listed in paragraph 8) and full year budget requirements will be re-assessed and profiles adjusted. 
11. Payments were made for out of grade working in August, as part of Job Evaluation – budgets will be distributed from the contingency to Directorates we set aside last financial year for back pay compensation. Other budgets in respect to Job Evaluation will be distributed once the scheme has been approved and implemented.
12. We successfully bid to Welsh Government for additional Flood Risk Management revenue funding (£0.4m), mainly to spend on additional maintenance activities this year. Funding was confirmed earlier this month and budgets will be distributed in the Mid-Year Review.  
Welsh Government Financial Approvals

13. Annex B includes all the items that have had financial approval from Welsh Government since the last Board meeting. There are a greater than normal amount of approvals for consideration due to the number of non-flood capital projects being progressed which have a lower rate for Welsh Government approval than Flood capital projects (£0.5m compared to £5m). 
Other items 
14. Budgets for 2018-19 - We expect confirmation from Welsh Government of our Grant in Aid settlement late September / early October and will update the Board at its next telecon of the impact on our budget for next year.

15. Our Charges Consultation for 2018-19 will be issued later this month. This has been reviewed with the Board’s Charges Sub-Group.

16. Our Annual Report and Accounts for 2016-17 has been signed, laid with the Assembly and published on our website.
Recommendations

17. To scrutinise the financial position for 2017-18 as at 31 August 2017.
18. To note the items sent to Welsh Government for approval since the last Board meeting.
Key Risks (and Opportunities)
19. The key risks and opportunities for this financial year are listed in Annex A. 
20. The most significant risks which are being managed are:

· Final cost of the Job Evaluation scheme.

· Outcome of the Grant in Aid settlement for 2018-19 and 2019-20 for which we have assumed a 5% revenue reduction in our forward planning and the impact this will have on our organisational objectives. 
Financial Implications

21. The paper is about the financial position and performance of NRW. There are no additional financial implications arising other than the time spent in the financial management of NRW and in the creation of this report.
Equality Impact assessment (EqIA) 
22. Not required.
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Annex A 
Financial Performance Report for August 2017
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