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Financial report – 2009/10 
Introduction

1. This is the fourth progress report for the 2009/10 financial year. It provides an update of the HTA’s financial position as at 31 August 2009, i.e. after five months of the financial year.  
2. The report provides commentary on the following areas:

· overview of financial position to 31 August 2009
· income and expenditure variances

· other key performance indicators

· forecast outturn for 2009/10

· capital allocation

· financial risks

Overview of financial position to 31 August 2009
3. In the first five months of the year there have been no budgetary issues that have caused SMT any particular concerns.
4. It is anticipated that by 31 March 2010, the majority of the approved posts in the HTA’s business case will be filled. Attempts at recruitment recently have been encouraging but the lag in recruiting to some positions earlier in the year will result in less being spent on permanent staff than originally budgeted. However, any saving in this respect will be offset by the cost of agency staff filling these positions on a temporary or contract basis.    

5. Regular monthly meetings continue to be held with Directors and their budget managers. The current position and forecast outturn on each budget line is reviewed and any necessary virements agreed. After these meetings have been held each month, SMT review the overall position.  
6. A detailed forecast of the outturn at year-end will be undertaken in early October as soon as the first half year’s figures, i.e. to 30 September, are available. 
Income and expenditure variances
7. Annex A shows the summarised financial position for the year to 31 August 2009. At that date there was an under-spending on revenue expenditure of £103k and also an additional £21k more income than anticipated. Together these resulted in a net surplus on the profiled budget of £124k before organisational development costs were taken into account.  

8. Expenditure to date on the organisational development budget was £145k against the budget profile of £193k. This largely resulted from adjustments following a reanalysis of costs incurred.  
Income – variances to 31 August 2009
9. Annex B provides a more detailed breakdown of income generated to 31 August 2009. The overall variance of £21k relates predominantly to licence fee income in the human application sector. The variances in the research and post mortem sectors have resulted from either profiling issues where current year profiles have been based on the pattern of activity in 2008/09 or . 
10. Grant-in-aid (GIA) of £153k was requested in July and this was received in August. The drawdown of this cannot be claimed in advance of need. 
11. The amount of unbudgeted other income relates to additional rent from an agreement with GAD (the HTA’s landlords) for the lease of some items of office furniture.
Expenditure – variances to 31 August 2009
12. Annex C shows our expenditure as at 31 August 2009 divided between staff and non-staff costs.  After five months of the year, there is an overall under-spend of £151k against the budget profile. Ignoring ‘one off’ organisational development costs, there is an under-spending currently on staff and non-pay costs of £140k. Further work has been completed on aspects of budget profiling but some timing issues remain, i.e. where the actual spend is out of alignment with the budget profiles. Some variances will always be present as profiling is not an exact science and at best an estimation by budget managers of when payment for items of expenditure is most likely to occur. However, for budget management to be as effective as possible then variances need to be minimised. In respect of the pay budget, uncertainty over the speed and timing of the recruitment to the additional posts in the HTA’s business case has made accurate budget profiling in this area very difficult in what is a transitional year. 
13. The overall variances in the main subjective areas are summarised below:  
	Expenditure Variances

	
	£
	Notes

	Staff costs
	  167,772
	This largely reflects the lag in recruitment this year and a lack of certain information at budget setting time.  

	
	
	

	Non staff costs
	 (27,879)
	This variance is analysed in greater detail in the lines below

	Recruitment
	(147,629)
	Despite a reallocation of costs between the budget line for annual recruitment (CEO’s budget) and that for one-off recruitment associated with the growth in the HTA (the Organisational Development budget) there remains an overspend on all recruitment at present.  

	Training
	        717
	This minor variance is a budget profiling issue.

	Postage, Stationery and Printing
	    (2,305)
	This overspend has resulted from a reprint of the Annual Review and the re-profiling of the budget.

	IT and Telecoms
	   (7,823)  
	This variance has resulted from profiling issues and a release of costs associated with items that span more than one financial year.

	Travel and Subsistence
	  13,676
	Although these costs, mainly in respect of inspections, still show an under-spend against budget, a reassessment by the Director of Regulation has reduced the likely under-spend.

	Media and Projects
	   49,076
	There have been fewer events than expected in the first months of the year.

	Legal and Professional
	(2,404)
	This has largely resulted from over-spend on professional fees related to business continuity.

	Consultancy
	    (2,010)
	This variance has resulted from incurring actuarial fees not anticipated.

	Accommodation
	 (10,895)
	Facilities Management costs have increased due to an increase in the area occupied by the HTA than prior to relocation. In addition GAD have not invoiced the HTA since last financial year so some charges may be over-accrued.

	Other Costs 
	(11,492)
	This over-spend has resulted from additional and unbudgeted payroll costs. 

	Capital Charges
	44,400
	An under-spend but mainly a budget profiling issue.


Annex D provides the same analysis as Annex C but by Directorate.
Other key performance indicators
Debtors

14. The current debtor position shows a balance of £353k. This relates to outstanding licence fee income. This figure has significantly reduced by around 46% from last month following a concerted effort by the Finance staff. The HTA’s Debt Collection Standard Operating Procedure (SOP) continues to be rigorously applied to chasing unpaid amounts. 

15. At its last meeting, the Authority requested a further analysis of the total debt between public and private sector bodies. At the end of August this was 53% and 47% respectively (or £186k public sector and £167k private sector). The overall debt is due from 50 establishments - 32 public bodies (average debt £5,813) and 18 private organisations (average debt £9,277).  
16. An invoice for the 2008/09 contribution from Scotland, one of the HTA’s devolved administrations, was sent in August. This totalled £28k. A further invoice for the 2009/10 contribution will be sent in March 2010. 
Cash Reserves
17. A cash balance at the end of the financial year of £1.4m is now forecast. This assumes that the HTA will collect in excess of 99% of its outstanding income including all that relates to debt raised prior to the beginning of the current financial year. There is no reason to think this will not happen. The HTA’s cash flow model also assumes that expected expenditure remains within budget at all times. 
Forecast outturn for 2009/10
18. Unfortunately it remains too early to predict with real certainty the HTA’s likely outturn at 31 March 2010.

19. The HTA has budgeted for a ‘break-even’ budget this financial year. However, in the attached appendices it can be seen that an under-spend of around £425k is considered likely. 
20. Over the remaining seven months of the financial year SMT will review the likely year end position monthly and adjust budgets where necessary to ensure the best possible outturn for the HTA is achieved. 
Income

21. Income for the year is £21k higher than budgeted. This is largely due to the now expected income from the Scottish Assembly. This has now been factored into the forecast following agreement being reached on the contract with the HTA. The graph below details the cumulative budgeted, actual and forecast income for 2009/10.  
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Expenditure

22. The graph below shows the HTA’s latest cumulative budgeted, actual and forecast expenditure for the financial year. It shows that at year-end, the actual expenditure compared to that planned is a break even position.
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Capital allocation  
23. Utilisation of the HTA’s 2009/10 capital funding (£1.3m) in the remainder of the financial year is under close review at present. It is expected that the HTA will relocate around the end of the current financial year and a significant part of the capital allocation will be utilised for this. The timing of the relocation could result in some expenditure being incurred in April 2010 and this could not be funded from the above allocation. 
24. Discussions with the DH and their professional advisers are underway and progressing well. A clearer picture on the affordability and availability of the HTA’s preferred option should be available by October.  
25. The other significant use of the current year’s capital allocation will be in relation to the design and implementation work on the HTA’s Customer Management Relationship (CRM) system which will be in place by March 2010.  
Financial risk
26. Financial risks continue to be reviewed on an ongoing basis. Below is a table of the potential current risks identified and the mitigating actions and controls taken to minimise them. The financial risks in this summary have now been linked to one or more of the five high level strategic risks that SMT, working with risk management experts from Bentley Jennison, identified recently.  
2009/10 Financial Risks

	Risk
	Link to the HTA’s
strategic risks  
	Mitigating actions and controls

	The HTA is required to undertake additional functions or activities not planned or costed within the approved budget.
	Insufficient financial resources 
Inability to carry out its statutory remit 
	The HTA’s financial management and governance arrangements will be used to identify any opportunities that may arise to offset budgetary pressures and vire monies from elsewhere to fund any such initiatives.

	Lack of prompt payment by licence fee payers affects cash flow and operations generally adversely. 
	Insufficient financial resources 


	Revenue collection will be closely monitored and the HTA’s credit control and debt collection procedures used to pursue and recover all late payments.



	Establishments change their profile resulting in a reduction in both hubs and satellites.
	Failure to manage change 
	HTA undertake a periodic review of establishments and track changes to the number of hubs and satellites regularly. 

	The organisation development and other one-off project costs exceed the budgeted figures and require funding from reserves.
	Insufficient financial resources 

Failure to manage change


	These costs are being particularly closely monitored this year and there is close liaison with budget holders who have responsibility for these specific budgets.

	Some funding for the HTA’s office relocation could be lost if the implementation of this spans two financial years.
	Failure to manage change
Inability to react to a major event
	The HTA is in ongoing discussions with DH Estates and greater clarity about availability and timing is expected by September.

	Repercussions on the HTA resulting from the submission of a business case to HMT for approval to the licence fee rebate in 2010/11.
	Inadequate relationship management 

 
	Early submission of a watertight and reasoned business case for making a licence fee rebate to establishments (deemed to be special payment) that is supported by DH that results in approval by HMT.

	A significant under-spending leading to a loss of stakeholder confidence in HTA’s ability to budget and manage resources effectively. 
	Inadequate relationship management 
	Regular monitoring of the annual budget by SMT and budget managers throughout the financial year with realistic forecasts of the likely outturn from as early as possible.


Conclusion
27. The Authority is asked to note the financial position as at 31 August 2009.
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