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27 September 2018  
Forest Holidays – Governance Matters
1.
Purpose

This paper updates Commissioners on recent developments at UK Government level relating to the governance of the Forestry Commission’s relationship with Forest Holidays. A report of the Government Internal Audit Agency, commissioned on behalf of Defra ministers, is attached for information.

2.
Background/Introduction

Commissioners are familiar with the general background on Forest Holidays, the recent change of ownership as a result of the completion of Project Canopy, and the proposals for adjustments to the Framework Agreement within the context of Project Bluebell.

3.
Details

Defra ministers and senior officials have taken an unprecedented interest in Forest Holidays (FH) matters over the course of the summer months.
To an extent which it is not possible to determine, this has been driven by objections to the proposed FH development at Mortimer Forest near Ludlow. Philip Dunne MP, who represents a neighbouring constituency and has land interests relatively close to the proposed site, has taken a prominent role among local objectors. He has met with Minister David Rutley to air his concerns, asked a question in Parliament at Defra Orals, and raised FH with the National Audit Office. Concern has also been stimulated by a highly critical Guardian article by Simon Jenkins.
UK Ministers have publicly expressed their discontent at the current arrangements between FC and FH. The Secretary of State considered advice from various sources in relation to Project Bluebell, and ultimately decided that he was not content for that agreement to be signed. Those proposals have therefore now fallen away. It remains our intention to proceed with negotiated changes to the Framework Agreement, as envisaged at the time of Project Canopy, including the necessary changes to allow for appropriate devolution. Representatives of the three countries are working closely together on this, and we will revert to Commissioners in due course.

In light of UK ministers’ concerns, an internal audit report was commissioned to look into the past governance of the FC-FH relationship. This report (recently received, and attached) is addressed to Defra, not the FC, and a formal management response from FC is therefore not required. Nevertheless the contents are of obvious concern to the Commission and the executive will be considering them carefully. Commissioners will note that at a number of points in the report the authors acknowledge differences of view – sometimes fundamental – between themselves and the Commission. It is fair to say that the view of officials in Forestry Commission England is that, while (as has already been accepted in our correspondence with the NAO in 2016) there were deficiencies in some aspects of the 2012 process, most of the criticisms made in this report are unfounded. Commissioners’ views are welcome.
The Secretary or State has commissioned a governance review as a result of the findings. The scope, terms of reference, timetable and governance of this review are not yet known.
4.
Resource Implications

The resource demands on FCE staff in dealing with FH matters over the summer period have been intense. The collapse of Project Bluebell could have a significant opportunity cost in terms of rental income (please refer to previous papers for detail), although no final figure can be put on this until the outcome of the Framework Agreement negotiations is known.

5.
Risk Assessment

The financial risks are not business critical. There is clearly significant reputational risk as a result of ministerial criticism and the adverse findings of the GIAA report. It is not yet clear whether this report will in due course be made public, and what further consideration may occur (either as a result of the report or independently), by NAO, in Parliament or elsewhere. There is a risk of further damage to our business partnership with Forest Holidays, who have without doubt lost an opportunity to reduce interest costs to the business as a result of the loss of Project Bluebell, but remain keen to maintain a good working relationship.
6.
Communication Issues

There has been relatively little recent media interest in Forest Holidays. We have made it clear locally that there are no immediate plans to submit a planning application at Mortimer Forest.
7.
Recommendations
Commissioners are asked:

· to note these developments and provide any steer to the executive on the approach they should take as matters continue to evolve;
· to note that the FC executive level Governance Group on Forest Holidays will continue to operate, and can be used to ensure that there is appropriate engagement with regard to any aspects of the Defra Governance Review which bear on the interests of the devolved administrations;
· to note that the GIAA report will be considered at the FC England Plus ARAC in November, with a view to preparing a response from the ARAC Chair and/or the FCE and FEE Accounting Officers.

Ian Gambles
Director England 
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