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23rd March 2017
	Paper Title 
	Finance Update Report – Financial Year 2016-17


	Paper Reference:
	NRW B B 18.17


	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 2016-17 as at February 2017.
To endorse the changes to the 2016-17 Revised Budget.



	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.
As we draw near to the financial year end, this report provides the Board with an update on the latest financial position as at 28 February 2017.

2.
The Executive Team has agreed revisions to the Budget as a result of the Quarter 3 Review. This report provides a summary of those changes and asks the Board to endorse them. 

3.
There have been no items sent to Welsh Government for financial approval since the last Board meeting. 
Background
4.
Our budgeting principles set out that the Board will approve the annual Business Plan and Budget prior to the start of a Financial Year and that in year changes to the Budget will be kept to a minimum. Revised Budgets will be issued no more than three times during the year: at Quarter 1, Mid-Year (Quarter 2) and Quarter 3. A copy of the NRW Budget Conventions as previously shared with the Board can be found at Annex B.
5.
The Revised Budget as a result of the Quarter 3 Review was approved by our Executive Team on 7 February 2017.
Assessment
Changes to 2016-17 Budget
6.
The results of the Quarter 3 Review are summarised in the table below:
[image: image1.emf]Quarter 3 Budget Review Income Expenditure

General carry 

forward 2017-18

Specific carry 

forward 2017-18

Revised Budget as at Mid Year Review 186.7 186.6 0.0 0.1

Expenditure Review 0.0 -4.7 1.8 2.9

Income Review -1.1 0.0 -1.1 0.0

Changes with no net impact -1.1 -1.1 0.0 0.0

Total Quarter 3 Budget Review 184.5 180.8 0.7 3.0

Contingency 0.0 -3.4 3.4

Revised Budget 2016-17 and carry forward to 

2017-18

184.5 177.4 4.1 3.0


7.
The main outcomes of the review were:
· Total income has reduced from £186.7m to £184.5m whilst expenditure has been revised to from £186.6m to £177.4m.  The £7.1m balance will be carried forward to 2017-18; £3.0m for specific ring fenced Welsh Government projects and £4.1m contingency towards budget pressures in 2017-18. 
· A review of expenditure budgets identified an overall reduction of £4.7m. This was due mainly to the carry forward of expenditure budgets to 2017-18 for specific ‘ring-fenced’ projects of £2.9m and forecast underspend of £1.8m which was largely on uncommitted staff costs.  
· A review of income budgets has identified an overall decrease of £1.1m. The main change is a decrease in income for sale of buildings due to a delay in sale of Llanelli Laboratory, Coychurch Depot and Maerdy Hatchery, these are now anticipated to take place next financial year and as such this income has now been included in the Opening Budget for 2017-18.
· There are Income and Expenditure changes with no net impact on budget of £1.1m. This is mainly due to a rebate of £1.5m for reservoir operating costs and the return of Invest to Save Voluntary Exit Scheme funding of £0.4m to Welsh Government. Increases include timber income (and associated cost of sales) and externally funded projects.

· We have received confirmation from Welsh Government that we will receive funding this financial year for use on specific project/areas of work in next financial year. We have not incorporated into this year’s Budget, though this will form part of our funding carry forward.
Year to Date Financial Report
8.
A summary of the financial performance as at the end of February 2017, can be found at Annex A. This is measured against the Revised Budgets agreed by the Executive Team as part of the Quarter 3 Budget Review.
9.
The overall financial position at the end of February is positive. Income remains ahead of the Revised Budget. Expenditure is tracking behind profile which is not unusual for this time in the year, but budget managers are focussed on delivery of significant projects in the final month of the year.
10.
Income is ahead of profile by 0.5% (or £0.8m) on commercial and European and other external income. We expect charges income to be in line with Budget.
11.
Expenditure is 3.0% (or £4.5m) below profile in the main due to timing. There is potential for underspend on Revenue Expenditure either due to slippage against projects/operational plans in March or from further savings identified within Directorates.
Recommendations

12.
To scrutinise the financial position for 2016-17 as at February 2017.
13.
To endorse the changes to the 2016-17 Revised Budget.
Key Risks (and Opportunities)
14.
Most financial risks have been mitigated through the Quarter 3 Review. The focus is now on managing delivery and expenditure of the year end outturn.
15.
We will be finalising our funding carry forward request to Welsh Government during mid-March. This funding will be used to support delivery in 2017-18.
Financial Implications

16.
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) 

17.
Not required.

Annex

Annex 1 – Financial Performance Report for February 2017
Annex 2 – NRW Budget Conventions
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