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	Purpose of the Report
	To provide the Board with an update on the HEIW financial position from the 1st October 2018 to the 31st December 2018. 



	Key Issues



	HEIW has a statutory duty to break even at year end and this report outlines the current financial position and key issues pertaining to the achievement of a break-even position at the end of March 2019.



	Specific Action Required 

	Information
	Discussion
	Assurance
	Approval

	
	
	
	
	

	Recommendations

	Members are asked to:

note the financial position reported and progress made to date for information and assurance.







1. INTRODUCTION
The report sets out the HEIW financial position reported from the 1st October 2018 to the 31st December 2018 and provides an update against the finance project plan, including financial recruitment and financial training.

2. BACKGROUND
During December 2018, the Management Accounts team have continued to develop the Budgetary Control Framework for HEIW to ensure that the consolidated budgets match the HEIW organisational structure and Directorate responsibilities.  A finance update report was shared with the HEIW Board in November 2018 and it was agreed that the first financial report would be shared with the Board in January 2019.

Positive progress has been made towards updating the 2018/19 indicative budget baseline with the Welsh Government and it is hoped this position will be finalised by the end of January 2019.  In the interim period, the Finance Business Partners are continuing to work closely with the Directors and Budget Managers to review, assess and update the HEIW budgets from the three legacy organisations, to progress the new devolved budgetary framework for HEIW.  Budget review meetings have taken place in November and December 2018 and January 2019.

The Finance Team are working towards the agreed Finance Transition Plan and good progress is being made, with the additional temporary staffing approved by the Executive Team and supported by the Audit Committee.


3. GOVERNANCE AND RISK ISSUES
HEIW has a statutory duty to break even at 31st March 2019 and the Executive Team, supported by the Finance Director & Corporate Services and Deputy Finance Director will continue to work closely with Budget Holders/ Budget Managers and Welsh Government colleagues to manage a break-even position at the end of March 2019.

Good progress has been made against the Finance Transitional Project Plan, including Financial Training to the HEIW staff group.  Financial training has been undertaken within the Staff Induction sessions over the autumn and technical financial briefings are currently being produced with further financial training being planned with Budget Holders & Managers during the 2019/20 Budget Setting exercise.

Recruitment to the Finance Department vacancies is progressing well, with the appointment of the Deputy Finance Director from the 1st December 2018 and the permanent Head of Financial Accounting from the beginning of February 2019.  There are still a number of vacancies, most of which are currently being covered by interim staff and these roles will be recruited to by the end of the Financial year.  
4.  FINANCIAL IMPLICATIONS
The reported underspend for the period October to December 2018 equates to £455k (Appendix 1) and the key reasons for this underspend are outlined below: 

· The underspend on the Pay budget of £246k, relates to staff vacancies within the HEIW approved staff establishment.  The Board will be aware that we are actively recruiting to these vacancies. 

· There is a reported overspend on the Non-Pay budget of £271k which in the main relates to non-pay budgets, which have not yet been funded by the Welsh Government within the HEIW indicative budget baseline. This forms part of the ongoing dialogue with the Welsh Government in respect of the recurrent budget allocation for HEIW. 

· There are underspends on the Education Commissioning budgets, across the Health Professional, Medical, Dental and Pharmacy Education Allocations and the Welsh Clinical Academic Training budgets.  In the Health Professional  commissioning budgets, there is an underspend of £330k, which the Director of Nursing has confirmed relates to a number of key variables, including the level of attrition, which occurs between the budget being agreed and the commencement of students in the following academic year; the level of bursary entitlement each student will be awarded and the level of child care, disability allowance and travel allowance for each student. This situation arises on an annual basis as a result of these variables. The Executive Team have agreed a way forward in order to manage this position, in support of student education and experience across Wales. Discussions are also ongoing relating to the final financial requirement for the number of students that have taken up the bursary offer compared with the planning assumptions.

· Within the Medical Commissioning budgets, there is an underspend on the Welsh Clinical Academic Training and the Medical Director has advised this relates to trainee vacancies which occur after the budget has been set and the receipt of research grants which offset the salary costs

· The Balance Sheet (Appendix 2) shows HEIW’s assets and liabilities, as at the 31st December, 2018. There are currently no Fixed Assets reflected on the Balance Sheet as the costs for the HEIW Headquarters at Ty Dysgu, together with the IT equipment, furniture and fittings, have been processed through Velindre NHS Trust, as this work started before HEIW was established.  These assets will be transferred to HEIW, after completion of the building work and after the asset values have been verified by External Audit.

· All NHS bodies are expected to meet the Public Sector Payment Policy, which requires NHS organisations to pay 95% of all invoices within 30 days and is based on a cumulative position.  For the period from the 1st October to the 31st December 2018, HEIW has achieved a 97.9% achievement against this target.

As there is an underspend within the HEIW budgets to December 2018, the Director of Finance & Corporate Services has agreed with the HEIW CEO and the Welsh Government Finance lead, for HEIW to utilise some of the reported underspend to fund some of the 2018/19 cost pressures not yet funded within the HEIW Income baseline.  This includes the 2018/19 costs associated with the strategic review of health professional undergraduate education to inform the contract renewal process. 
The Director of Finance & Corporate Services and the Deputy Finance Director are continuing to work closely with the Welsh Government finance leads to finalise the 2018/19 budget and the recurrent income baseline for 2019/20, to enable HEIW to meet its strategic objectives.  It is estimated this work should be completed by the end of January 2019 and once the recurrent income baseline has been finalised, the HEIW Finance Team will be able to commence the 2019/20 Budget Setting exercise in February and March 2019.  


5. RECOMMENDATION
It is recommended the HEIW board note the report for information and assurance.















	
Governance and Assurance


	

	Link to corporate objectives
(please )
	As a new organisation establishing HEIW as a valued and trusted partner, an excellent employer and a reputable and expert brand
	Building a sustainable and flexible health and care workforce for the future.
	With Social Care Wales shaping the workforce to deliver care closer to home and to better align service delivery.
	Improving quality and safety by supporting NHS organisations find faster and more sustainable workforce solutions for priority service delivery challenges.

	
	√
	√
	
	

	
	Improving opportunities for use of technology and digitalisation in the delivery of education and care.
	Reinvigorating leadership development and succession planning across health and social care in partnership with Social Care Wales and Academi Wales
	Demonstrating value from investment in the workforce and the organisation.
	

	
	
	
	
	

	Quality, Safety and Patient Experience

	There are no implications for Quality, Safety and Patient Experience


	Financial Implications

	 The financial implications are set out above in the body of the report.

	Legal Implications (including equality and diversity assessment)

	HEIW has a statutory responsibility to break even at the year end and this report sets out the current financial position and the actions that will be taken to ensure  this financial duty is achieved.

There are no equality and diversity implications of this report.


	Staffing Implications

	There are no staffing implications of this report.

	Long Term Implications (including the impact of the Well-being of Future Generations (Wales) Act 2015)

	The report briefly describes how HEIW are seeking to adopt a sustainable approach to financial management that will enable HEIW to meet its long term strategic objectives. 


	Report History
	The report references and updates the previous finance update shared with the HEIW Board in November 2018.

	Appendices
	Appendix 1- outline the Income & Expenditure summary
Appendix 2 - the Balance Sheet  
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