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Finance return commentary to accompany finance return workbook

	Provider name:
	

	Submission date:
	



Introduction

The financial commentary is an integral part of the overall financial return, explaining forecast financial performance in the context of recent financial results, identifying important trends across the period, and informing our assessment of a provider’s financial viability and sustainability in line with the financial sustainability condition in our regulatory framework. The management of financial information, including the preparation of forecasts is itself a requirement of our governance and management condition.

[bookmark: _Ref207174405]Providers will address the questions on financial sustainability and their response to changing economic conditions in respect of the items below. For reasons of good governance and best practice, the commentary should also show clear links to the provider’s current financial strategy.

We collect this information to help us understand a provider’s business model and what its forecasts are based on, how a provider manages its financial risks, the likelihood of the forecast being delivered and the mitigations in place should the forecast not be achieved. Where the commentary is not sufficiently clear on material areas, we may contact a provider to seek further clarification. If referring to your business plan as part of your response, please cite the relevant paragraph numbers or headings for reference.

The commentary should explain material year-on-year movements, key forecast assumptions, scenario impacts, planned mitigations, validation failures, reliance on group support, bank facilities and covenants, and material related party balances.

Please ensure that your commentary highlights any major changes to, or trends in, income or costs across the period, explaining the assumptions made in support of the changes. 

Please explain significant movements for all lines in the financial forecast. 

We use a movement of ±10 per cent in any one year as a guide to what is ‘significant’. However we recognise that where balances are small, movements above ±10 per cent may not be significant, and that for large balances movements of less than ±10 per cent may be significant. We expect providers to use some judgement here as to what would assist our understanding of the forecasts. We may query items with unexplained volatility. 

Please ensure that you provide detail on any material exceptional items. 



Governance process and provider structure

1) Please provide detail of:
a.  the governance process for approving the financial forecasts, student and learner forecasts, scenario forecasts, monthly cash flow forecast and accompanying commentary. 
b. details of committees (where applicable) and governing body review, including dates of approval. 
c. confirmation that the review by your governing body included consideration of the scenario planning.
	Narrative



2) Please provide a brief overview of the key risks and challenges to achieving your budget and current financial strategy.
	Narrative



3) If your provider belongs to a corporate group, please explain what the group’s financial standing is and provide supporting evidence. This should cover details of your group structure, to include all group members, with identifying company / charity registered numbers where applicable. If easier, you may include a flow chart setting out your group structure with your submission. Please identify individuals (or legal entities) with significant control[footnoteRef:2]. [2:  An individual / legal entity who owns or controls a company or partnership and meets one or more of the following conditions. Holding more than 25% of the shares or voting rights, having the right to appoint or remove a majority of directors / executive, or otherwise exercising significant influence or control over the entity.] 

	Narrative




Table 1: income and expenditure

Income

4) For income relating to students and learners (table 1_1a-1e) please explain, for each significant stream individually, significant movements between years (±10%) and the assumptions underpinning the forecast years. 
	Narrative



5) If applicable, please identify the main domiciles of international students recruited, including the scale of recruitment, associated risks and mitigations for each domicile.
	Narrative 



6) If applicable, please explain the assumptions underpinning income from transnational education (TNE) and / or partnerships (table 1_1f). Please explain significant movements between years and the assumptions underpinning the forecast years, including fee assumptions and the rationale for growth in student or learner numbers.
Please provide a brief description of main campuses / partners, including approximate value, risks and assumptions. 
	Narrative



7) Please briefly describe key other income streams, including an indicator of approximate value. 
Please explain, by stream, significant movements between years (±10%) and the assumptions underpinning income in the forecast years, including both fee assumptions and rationale for number growth. 
	Narrative 



Expenditure
8) For staff costs (Table 1_2a / table 4_3) please explain significant movements between years (±10%) and explain the assumptions underpinning the forecast years. 
	Narrative 



9) For expenditure other than staff costs (Table 1_2b-2f) please explain significant movements by stream between years (±10%) and explain the assumptions underpinning the forecast years. 
	Narrative 



10) Please explain any other income and expenditure lines that might impact our understanding, for example an explanation of significant other gains / (losses), other comprehensive income, or exceptional items. 
	Narrative 




Table 2: balance sheet

11) Where non-current assets (table 2_1) show significant movements between years (±10%) please explain reasons for this and the assumptions underpinning the forecast years. 
	Narrative 



12) Where current assets (table 2_2) show significant movements between years (±10%) please explain reasons for this and the assumptions underpinning the forecast years. 
	Narrative 



13) Where current liabilities (table 2_3) show significant movements between years (±10%) please explain reasons for this and the assumptions underpinning the forecast years. 
	Narrative 



14) Where loans to / from directors and / or related parties are significant, please explain these, including key information such as terms of repayment, assessment of recoverability. 
	Narrative 



15) Where applicable, please provide details of any guarantees or other support from third parties, including key information such as value, expiry date, repayment terms (where applicable) and any conditions. Please provide sufficient detail to allow Medr to assess the financial strength of the third party.  
	Narrative 



16) Where liabilities: due after more than one year (table 2_4) show significant movements between years (±10%) please explain reasons for this and the assumptions underpinning the forecast years. 
	Narrative 



17) Where new borrowing is forecast (including short term credit facilities such as an overdraft, revolving credit facility or other) or refinancing of the existing borrowing will be required, please provide details, including facility type, size, timing and stage of approval by the lender (if already being arranged). If refinancing is required, please advise what actions are being considered should this not be possible. 
	Narrative 




Table 3: cash flow statement

Not required for providers where completion of the cash flow statement is out of scope. 

18) Where the cash flow statement (table 3) shows significant movements between years (±10%) please explain reasons for this and the assumptions underpinning the forecast years. 
	Narrative 



19) Where lowest cash position in the year (table 3a_4a) falls to 30 days expenditure or less (financial indicators 2_2a / 2b) please provide an explanation of mitigations planned and / or a description of your baseline cash requirement and how this is being managed. 
	Narrative 




Contextual data

20) Please explain any student and learner number changes between years (±10%) and explain the assumptions underpinning the forecast years with a breakdown into the categories as per table 4_1. 
	Narrative 



21) If applicable, please explain any staff FPE changes between years (±10%) and explain the assumptions underpinning the forecast years as per table 4_2. 
	Narrative 



22) Please describe any bank covenant breaches or low headroom indicated within the forecast period.  
	Narrative 



23) Please provide any further detail that would help us to understand your borrowing commitments.  
	Narrative 



24) Providers where cash flow statement is out of scope only - Where lowest cash position in the year (table 3a_4a) falls to 30 days expenditure or less (financial indicators 2_2a / 2b) please provide an explanation of mitigations planned and / or a description of your baseline cash requirement and how this is being managed. 
	Narrative 




Financial indicators

25) Please review the financial indicators and explain any significant variations, and how any adverse indicators will be addressed. 
	Narrative 




Scenario planning 

Medr conditions require sensitivity analysis. We request two standard scenarios only covering forecast 1 and one ‘own downside’ scenario:
· Scenario 1: nil growth in new student and learner enrolments  and / or funding (as applicable) across all levels and domiciles. Expenditure is retained as forecast.
· Scenario 2:  reduction in new student and learner enrolments and / or funding (as applicable) in forecast year 1. Expenditure is retained as forecast.
· Scenario 3: this permits the provider to demonstrate their own realistic downside modelling.

26) Scenario 1: please briefly explain the pressures and mitigations that could be implemented, should this scenario arise. For each mitigation, assess its feasibility and the anticipated ease or difficulty of implementation.
	Narrative 



27) Scenario 2: please briefly explain the pressures and mitigations that could be implemented, should this scenario arise. For each mitigation, assess its feasibility and the anticipated ease or difficulty of implementation.
	Narrative 



28) Scenario 3: please describe the downside assumptions set out in this scenario. Please include an assessment of the risk of this scenario occurring.
	Narrative 



29) Scenario 3: briefly explain both the mitigations assumed to have been within this scenario model and any further mitigations that might be required. For each mitigation, assess its feasibility and the anticipated ease or difficulty of implementation. Please include an indication of the timing of any key decision points leading to implementation. 
	Narrative 




Monthly cash forecast to end of forecast year 1

This submission requires inclusion of a monthly cash flow forecast. This may be on your own internal template, but should show separate lines for: 
· cash balances brought forward and carried forward each month. These should reconcile to your balance sheet;
· main recurrent income and expenditure streams;
· capital or other investment expenditure (and any related funding received);
· bank or other borrowings - new cash injections and repayment (capital and interest)
· where applicable, available drawdowns and headroom in bank facilities should be shown. 

30) Please provide any further commentary that would assist Medr’s understanding of the monthly cash forecast.
	Narrative 




Other

31) Please describe here any further financial information that would assist understanding of the forecasts, financial viability and sustainability, including any supporting evidence.
	Narrative 
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