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Malvern Hills Trust

In attendance Ian Burrows, Brewin Dolphin

Finance Administration and Resources Committee
Thursday 09 June 2022 7.00 pm

United Reform Church,
Malvern Link WR14 1SS

Meeting of the Finance, Administration and Resources Committee
United Reformed Church, Malvern Link WR14 15S
Thursday 9 th June 2022 at 7:00 pm
Due to the high numbers of Covid-19 cases, a pre-meeting workshop will be streamed
live on YouTube: https://bit.ly/3dbH2AW on Wednesday 8 June 2022 at 18.30. This is to
enable trustees to receive reports not requiring any decision, to conduct any
preliminary discussions and to raise any questions they may have on items on the
agenda. Items marked * are for information only and will be discussed at the
workshop and not at the meeting.

Members: Mr R Bartholomew, Mr D Core, Mr M Davies, Mr D Fellows, Mrs L Hodgson,
Mr J Michael, Mr C Penn, Prof J Raine, Mr D Watkins.
Ian Burrows Brewin Dolphin will be in attendance for item 5

Agenda
1.
2.
3.
/.i.
5.
6.

Apologies for Absence
Chair's Communications
Declarations of Interest
Public comments
*Investment review (Ian Burrows)
Paper A (confidential)
th
*Matters arising from previous meeting 9 December 2021 not otherwise on
agenda
•

RPA payments

• Donkey Shed
7. *Initial audit feedback
8. Impact of inflation on 2022/23 budgets
9. Reserves policy review
10. Exercise of Committee's delegated authority:
• Hancock's Lane surfacing
• Westminster Bank surfacing
11. *GDPR - Review of data breach log
12. *Reports for information
12.1 Review of major projects (Including Land Management)
12.2 Fund-raising, legacies and grants group
12.3 Red flag items off risk schedule
12.1..i Exercise of CEO ' s delegated expenditure powers
12.5 Property - Manor House refurbishment
13. Urgent business
11..i. Date and time of next meeting
8 December 2022

Verbal report
PaperB
Paper C
Paper D

PaperE
Verbal Update
Verbal update
Verbal update
Verbal update

15. Confidential
Resolution to exclude the public for discussion of item 16 on the agenda on
the grounds that publicity would be prejudicial to the public interest by reason
of the exempt or confidential nature of the business to be transacted
(personnel matter).
16. *Salary benchmarking - feedback from Staffing Committee

Verbal report

Following the Government announcement ' Living with COVID-19', it remains
the responsibility of employers and organisations to put arrangements in place
to t ry to reduce the spread of inf ection at meetings and events. Malvern Hills
Trust, having assessed the risks of face-to-face meetings, will continue to take
measures to keep everyone as safe as possible.

If you or anyone in your household has experienced any Covid symptoms in
the last 7 days, please do not attend this meeting unless you have a
negative lateral flow test result on the day of the meeting. The
Government has updated the list of symptoms and the most common are
now runny nose, sore throat, headache, fatigue and sneezing and not
necessarily a cough, fever or loss of sense of taste or smell.
As cases remain high, when attending meetings please:
• Continue to wear a face covering once inside unless you are exempt from
doing so (or when speaking).
• Use t he hand sanitiser provided when you enter and leave the building
• Seats will be placed socially distanced within t he venue - please don't
move t he chairs closer to others unless you have checked t hat they are
happy for you to do so
• Avoid congregating in car parking areas, or whilst waiting to enter the
building
• Once the meeting is over, please leave the building - if you want to chat it
is safer to do it in the open air

If you are not a member of the Finance Administration and Resources
Commit tee and wish to attend the meeting, please notify the office in writing
(cindy@malvernhills.org.uk or write to Mrs L Parish at t he Trust's office), giving
your name, E-mail address and contact number. Places will be allocated on a
first come first served basis. Cindy will confirm whether there is a place
available. Once the capacity for the venue has been reached, in order to keep
attendees safe, no further people will be admitted.

Paper B
For decision

Finance, Administration & Resources Committee
Impact of inflation on 2022/23 budgets
9th June 2022
A paper was prepared for the May 2022 Board meeting outlining the potential impact of high
inflation rates on the 2022/23 budgets. Areas of concern identified are:
•
•
•
•
•
•
•

Salaries
Vehicle fuel
Heat and light
Materials
Contractors
Machinery costs
Drop in car park revenues

Cost increases and their impact on the budget are currently being closely monitored by the CEO
and Finance Manager, and updates will be brought to Board and FAR Committee meetings. Car
park takings are monitored monthly. April takings were £5,000 ahead of budget. As at 29th May,
takings for that month are £6,000 below budget, but with half term holidays the gap should close.
If trustees feel they would like more involvement in keeping track of the impact of inflation on the
budget, they could consider setting up a small ad hoe 'Inflation Working Group' to allow prompt
discussion of serious concerns should they arise.
Recommendation

That if the Trustees would like more involvement in keeping track of the impact of inflation on the
Trust's budgets, the FAR Committee establish an 'Inflation Working Group'.
Cheryl Gentry
Finance and Administration Manager
30th May 2022
Background reading
Paper C to Board meeting 12th May 2022
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Finance, Administration & Resources Committee
Reserves policy - annual reassessment
9th June 2022
Introduction
MHT's reserves policy was reviewed in detail by a working group in May 2018 and last updated in
February 2021 , with a revised policy being adopted by the Board on 11 th March 2021.
The working group followed the Charity Commission guidelines as set out in the publication CC19
- Charity reserves: building resilience. In setting MHT's reserves policy, the trustees followed the
five steps recommended in CC19, which are:
1.
2.
3.
Li.
5.

Understanding the nature of the funds held,
Identifying functional assets,
Understanding the financial impact of risk,
Reviewing sources of income,
Impact of future plans and commitments.

The reasons for holding reserves depend on the activities carried out by the charity. In MHT's
case, the following reasons for holding reserves were agreed at the last review:
•

•
•
•
•

To fund working capital. Levy payments from MHDC and some grant payments are
received in arrears, so reserves are needed to fund expenditure incurred prior to receipt of
the funds,
To purchase vehicles and other equipment,
To fund expenditure arising from unexpected events,
To invest in future projects and
To fund everyday essential expenditure in the event that income streams are
unexpectedly interrupted.

Annual reassessment
The annual reassessment is now due. Since the last review a number of new significant potential
financial risks have arisen, including:
•
•
•

High inflation and economic uncertainty,
Ash Die back and
The withholding of significant payments by the RPA in May 2021. Although now paid
there exists the risk this could happen again.

In addition, risks identified at the last review continue:
•
•

1.

Pension deficit under the closed Defined Benefit (DB) scheme,
Impact of the COVID-19 pandemic.

High inflation and economic uncertainty

The impact of high inflation on MHT's cost base is considered in paper B. Undoubtedly staff costs,
fuel and material costs will have a significant impact on the charity's f inances, making a strong
reserves base absolutely essential.
Economic uncertainty and rising fuel costs are also likely to impact on the number of visitors to
the Hills, thereby reducing car park takings, putting a major income stream at risk.
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2. Tree work costs including Ash Dieback

A designated fund has been set up to cover the first two years' anticipated costs of Ash Dieback,
treework budgets have been increased and a further 'tree disease ' designated fund has been set
up to cover new diseases.
The costs of managing Ash Dieback are likely to be in excess of £300,000 and it is fortunate that
MHT has reserves which can cover this significant cost.
Moving forward, sadly more diseases are likely to emerge so the need to hold reserves to cover
costs of future tree disease is essential.
3. Stewardship grant uncertainties
Despite having signed grant agreements, the RPA unilaterally altered some of the land categories
in 2021 and withheld over £150,000 Stewardship income which was owed to MHT. Plans were
put in place to use reserves to cover the shortfall caused by the loss of this income. Thanks to the
CEO and Conservation Manager's efforts, the alterations were over-turned and the grants due
have now been paid.
However, this incident highlighted the need to hold sufficient reserves to cover future shortfalls in
Stewardship income in case the RPA does the same thing again.
4. Defined benefit pension scheme
Accounting standards (FRS 17, now FRS102) require employers with a defined benefit (DB)
pension scheme to disclose the scheme surplus or deficit on the balance sheet. Confusingly, the
accounts figure differs from the figure provided in the scheme's actuarial valuation, which is used
to calculate future contributions to the scheme. In MHT's case, the accounting deficit of f.2.2m is
more than double the actuarial valuation deficit.
Currently most DB schemes are in deficit, so the inclusion of the pension figure on the balance
sheet significantly reduces the reserves shown on the balance sheet. If charities were required to
keep an amount in cash to cover the pension scheme deficit, most would be unable to function.
Recognising this, when the FRS 17 was implemented the Charity Commission issued guidance on
how to deal with a DB scheme deficit when setting the reserves policy.
The guidance reflects the fact that the deficit as shown on the face of the balance sheet is not a
liability for which the charity needs to set aside funds to cover in its entirety. It refers to a
Technical Release (audit 1/02) issued by the Institute of Chartered Accountants in England &
Wales (ICAEW) which provides guidance to auditors on how to approach the question of pension
liabilities when assessing the going concern of an entity.
The Charity Commission guidance states that 'FRS 17 does not, of itself, affect the cash flows of a
charity. The contributions made by an employer charity into a DB pension scheme are usually
arrived at in accordance with the terms of the pension scheme, in light of advice from its actuary
based on the results of an actuarial valuation of the pension scheme and through statutory
requirements .. ...... . these requirements may involve measuring surpluses or deficits of the
pension scheme on a different basis to that required by FRS 17'
The key issue arising from having a DB pension fund is for trustees is to ensure the charity has
sufficient cash flow to pay the contributions required under the scheme when setting the reserves
policy, which is reflected in the policy. The wording has been slightly altered to remove the word
'never' crystallise to 'not crystallise', with a further explanation.
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5. Impact of the COVID-19 pandemic
MHT has been fortunate to date in that its income stream from the car parks increased following
the 2020 lockdown. Car park takings in April 2022 were £5,000 above budget. However, during
the first lock down the car parks were shut for several weeks, bringing home to us all that this
important income stream can be cut off very quickly.
Whilst income has been boosted by the high visitor numbers this is not without its costs. There
has been significant erosion on the most popular parts of the Hills and Wardening time has been
stretched. Littering is a major problem.

Conclusions
MHT is facing more financial risks that it has in many years, with rising costs and major draws on
reserves such as the cost of managing Ash Dieback. Whilst MHT is fortunate to have a
guaranteed income stream in the Levy, other income streams, notably car park takings, may well
reduce during this period of economic instability.
Given the issues above, to increase the target level of reserves from £300,000 to £350,000,
specifically to cover future tree disease costs, any reduction of grant by the RPA and a possible
reduction in car park takings, would seem sensible.

Reserves at 31 st March 2022
The 'free' reserves as shown in Draft 2 of the management accounts for the year ended 3pt
March 2022 totalled £778,000, comprising:
General fund excluding net book value of fixed assets
' Free' designated funds:
Gifts
Fundraising
Car park repair
Dog campaign

309,679
Lt52,lt50
10,000
3,200
3,500
lt69,150
778,829

The ' committed' designated funds excluded from this calculation were Stewardship, Tree disease
and Ash Dieback, Modernisation of the Acts and Election expenses.

Reserves Policy- Proposed revised wording (alterations shown in red)
Malvern Hills Trust's (MHT's) free reserves are defined as those funds which the charity has
available freely to spend on its charitable objectives.
The free reserves are calculated by starting from the total unrestricted funds value from the
accounts. To comply with accounting rules the amount of the pension deficit is included as part
of the unrestricted funds shown in the accounts, although it is a liability that will not crystallise, as
the deficit to be repaid is part of a different calculation under the triennial valuation of the
scheme. This deficit value is therefore added back when calculating the free reserves. The net
book value of fixed assets (not available as cash) and the value of committed (designated) funds
are then deducted, to come to the free reserve total. In summary, the calculation is as follows:
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Total unrestricted funds*
Less:
Committed designated funds
Net book value of fixed assets funded from the general fund
The defined benefit pension scheme surplus/(deficit)
The level of free reserves and cash balances are reviewed quarterly against the agreed policy.
That policy is reassessed annually.
The level of free reserves required will vary from time to time depending on MHT's overall
financial position, the economic climate, the security of income from grants and other sources (in
particular from parking revenue), the expected levels of planned expenditure and the risks of
unplanned costs.
In setting the policy, the trustees have ensured that the contributions required under the defined
benefit pension scheme, including those to cover the actuarial deficit, can be met from projected
cash flows.
MHT's trustees' policy is to aim to maintain the free reserves level above £3 50,000. This
threshold has been set by the trustees taking into account the following factors:
•
•
•
•
•
•

The need to hold funds to maintain the viability of MHT in case of unexpected events
leading to uninsured costs,
The need to provide protection against the risk of a significant drop in grant or other
income or unexpected delays in receipts,
To fund everyday essential expenditure in the event that income streams are
unexpectedly interrupted,
To fund costs arising from tree diseases,
The need to provide working capital for MHT, both for day to day work and for future
(possibly grant-funded) development,
The need to provide a degree of protection against fluctuations in investment income.

*Unrestricted funds comprise the general fund, designated funds and surplus/(deficit) on the
defined benefit pension scheme

Recommendation
That the FAR committee
1.
2.
3.
lt.

Recommend to the Board that the revised reserves policy as drafted above be adopted,
Record that the assessment of the reserves position at 31 st March 2022 is satisfactory,
Continue with the quarterly reporting and
Carry out the next annual assessment in June 2023.

Cheryl Gentry
Finance & Administration Manager
2ltth May 2022

Background reading
•
FAR Committee meeting 10th May 2018, paper B report from reserves working group (a copy of t he
working group 's report is saved on the Boord section of MHT's website).
•
CC19 - Charity reserves: building resilience
•
' Charity reserves and defined benefit pension schemes' - published by Charity Commission May
2013
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FINANCE, ADMINISTRATION & RESOURCES COMMITTEE
Request for authorisation of unbudgeted expenditure under FAR Committee's
delegated authority
9 June 2022

BACKGROUND PAPERS
Budget 2022/23
Additional expenditure items - tarmacking

While expenditure on track repairs, in particular tarmacking costs, is normally
covered within the annual contractor budget, recent inspections have identified
some larger areas of tarmac repairs that will need to be undertaken in 2022/23,
the costs of which had not been anticipated this year and would absorb a
significant proportion of the annual budget.
FAR Committee is requested to authorise the following expenditure from its
annual allowance (£20,000).
Hancocks Lane
Repair of shoulders and infill of potholes approx 95m2

Quote

£2950

Hancocks Lane
Surfacing dressing of 300m2 section north of bridge
Happy Valley - Pothole filling and resurfacing
Total

Quote £2700
Estimate £2000
£7650

Recommendation

That the committee, in exercise of their delegated authority, authorise
expenditure of £7,650 on tarmac repairs and resurfacing as set out above

Duncan Bridges
CEO
Date: 27/05/2022

PoperE
For information

Finance Administration and Resources Committee
Project Progress update
9th June 2022
Ref Code

Project

Approved Budget

2.021/22.

2022/2023

Update

Status

Actual Cost
3rd

Bridleway Link Common

BP 1.2.3

4th

1t

f2,500 (General)

2nd

3 rd

4 th

Now anticipated spring / summer 2022

Delayed

'~
Improve Access
Woodland

Community

BP 1.2.3

f4,360 (Gift fund)

Main path works completed August 2020. Additional surface
blinding completed October 2021. Signs installed. Benches to
install

Marking Boundaries

BP 4.2.1

f1 ,250 (General)

Volunteer surveys are carried out winter months. These were
suspended during Covid restrictions. Work restarting Autumn 22

Delayed

Restore Shire Ditch

BP 1.1 .5

B,000 (General)

Plans drawn up and currently seeking Scheduled Monument
consent. Work anticipated to start summer.

Behind
Schedule

NVC Survey

BP 1.1.10
LMP3#

£7,000

Rescheduled to spring 2025 to inform next LMP

Invertebrate Survey

BP 1.1.10
LMP 2#

fl,000

Originally scheduled spring 2020. Due to covid project has been
rescheduled for Spring 2023. Quotes and work specification in
progress

Pond Restore Castlemorton

BP 1.1.8

Gift/grant

Fencing & plastic sheeting removed first week of November. Effect.
Spring monitoring showed no crassula present. Project successful.

Completed

Can't of 2020/21
project

Hedge laying works completed.

Completed

£23,000 UTCF grant

Planting completed. Watering and monitoring for 3 years.

Completed

£11,231 FIPL Grant

471 m hedge planting, 9 trees and 1 pond restoration on Hacketts
and Colwall land. Work completed December 2021

Completed

LMP #18
Hedge laying part 2
Tree planting in Pickersleigh
area
Hedge and tree planting and
pond restoration Colwall lands
and Hacketts.
Gullet Lake vegetation scheme

BP 1.1.7
LMP#22
LMP#33
LMP#25 &
#26
BP 1.1.8
LMP#13

< B,000 General or

Gift. Fund
Est £2,000

Part
Complete

Rescheduled

Behind
Schedule

PaperE
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Manor House development plan

BP 2A1

£5,000 (Parl Fund)

Revision of costings and plans in progress.

Delayed

Manor House Works

BP 2A1

£50.000 (Parl Fund)

Part complete. 2nd floor improvements made June. Lighting
replaced with LED October 2021. Other work to be undertaken
dependant on above Carry over into 2022/23

Ongoing

Lower Shed Review

BP 2.4.4

Pt 1 fS,000

Revised specifications under development. Containers for
temporary storage required. Project carried over to 2022

Delayed

Donkey Shed Restoration

BP 1.1.5
LMP#8

£26,000
Grant and Gift Fund

Contractor identified. Work now scheduled to start June 161h
Grants confirmed Civic Society £Sk plus £1800 for interpretation
signage. FIPL £14k. Bat survey and licence awaited.

Delayed

BC sewage system

BP 2AS

Est £40-SOK (Parl
Fund)

Main contract works completed. Tidying and stobbs to undertake.

Ongoing

Guarlford Trough Restoration

BP 1.1.5.

Est£1 1k

Contractor Booked for work to start June 6 th

Ongoing

St Anns Bowl restoration

BP 1.1.5

Est

Stage 1 works completed. Stage 2 due Summer 2022

Ongoing

Implement Building
Maintenance Schedule

BP 2A6

£3.000

Minor Repairs to St Ann's completed. Top shed interior lighting
upgrade in progress

Ongoing

Brockill Road building
improvements

BP 2A4

Est£ 5,000

To develop and implement increased capacity to the stock
buildings. Currently in scope and design stage.

Snookes Croft Building

BP 2.4.4

Est £50,000

To replace existing barn structure with new. Design stage.

Car Parks - repainting lines

BP 1.2.2

£1,000 (Parl)

Black Hill Carp Park
improvements

BP 1.2.. 2

£6,000

To design and implement increased capacity within t he car park

Vehicle Control

BP 1.2.6
LMP #19

£3.000

To improve vehicles control and management in high impact
areas. Standardised design for stabs in progress.

Ongoing

Update Interpretation Boards

BP3.1.4

£15,000 p/a (Gift
Fund)

Blackhill and Gardner's complete and installed. Earnslaw in
ongoing. Beacon Road to do.

Ongoing

Update location signage

BP 3.1.4

£7,000

West of England complete. One item outstanding at Swinyard.

Update Car Park signage

BP 3.1.4

£3.000

West of England, Swinyard car park and Jubilee drive completed.

Completed

Completed
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Replace Access Signs

BP 3.1 .4

£2,500

Recommenced. New botch of signs ordered and currently awaiting
delivery.

Install new location
identification signoge.

LMP#1

Est €25,000 over two
years.

Project to develop install quality site markers to all separate land
parcels and popular parking g areas. Design work ongoing.

Research visitor usage and ways
to tackle erosion.
Install people counters

BP 1.2.7
LMP#35

Est f.2000
2 Year
Est £2000
2 Year

New LMP project to undertake research in to visitor numbers using
Trust land

Reprint Mountain Bike Leaflet

BP 3.1.5

Est £2,000

Material for events

BP 3.1.6

Est £1,500

BP 1.2.7

Ongoing

Ongoing

Counters to provide data to support above project.

CAPITAL ITEMS
Wardens vehicle

BP 2.3.1

New cut and collect machine

BP 2.3.2

4x4 ATV vehicle to replace LR or
Pickup
Timber Trailer

BP 2.3.2

£13,000
(f.12,500)
£20,000

BP 2.3.2

£6,000

5 or 8 ton trailer

BP 2.3.2

£5,000

Plant Trailer

BP 2.3.2

£3.500

Replacement Van• Wardens

BP 2.3.1

£24,000

VOIP Phone system

BP 2.5.2

f.24. 000
£24,424

BP = Adopted Business Pion 2016-2021 LMP = Adopted Land Management Plan 2021 -2026

Completed
Machine delivered and in use

Completed

Undergoing trials with loon and rental vehicles

Ongoing

Options and trials being organised

Ongoing

Price quotes in progress

Ongoing

