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Item 2.   MEDIUM TERM BUDGET PLAN 2013/14 TO 2016/17 
 
1.  Purpose of the Report 
 
1.1 This report requests the Authority approves the Budget Plan for the next three years. 

2.  Recommendations 

2.1  The Authority is recommended to: 
a) Approve the changes to the 2013/14 Budget as summarised in paragraph 

6.1; 
b) Approve the Budget plan for the three years 2014/15 to 2016/17 in 

paragraph 6.1, including further Sill costs of £69,400 and Management Plan 
development costs of £60,000; 

c) Note the service reviews planned for 2014/15 detailed in paragraph 7.4; 
d) Approve the Budget earmarked reserves detailed in section 8; 
e) Note the key risks to the Budget plan detailed in section 9;  
f) Approve the operational boundary and authorised limits as set out in 

Section 10. 

3. Implications 

Financial 
 

3.1 The Authority has front end loaded its Budget cuts which enabled it to approve a 
balanced Budget in March 2013 for the three years ending 2015/16.  After adjusting 
for 2012/13 budgets carried forward and an increase in one off Sill Phase 1 costs the 
balanced Budget position was still being achieved in December 2013 with an 
underlying surplus of £35,100 over the three year period.   

  
3.2 Despite further cost savings, the latest cuts in grant by Defra have now produced an 

ongoing budget deficit for the last two years of the plan. 
 
 Given its healthy reserves, the Budget strategy agreed with the Finance Task and 

Finish Group is that the Authority will carry out service reviews with the aim of 
achieving an ongoing balanced budget position by March 2015.  By March 2015 a 
new five year Management Plan for the Park will be complete and the decision on 
Phase 2 of the Sill will have been made; this will give more certainty to the Authority’s 
future plans.  

  
3.3 The Budget includes costs to enable Phase 1 of the Sill to be completed by 

December 2014.  The plan also includes budgeted earmarked reserves for Phase 2.  
 
3.4 The biggest risks to the Budget are further cuts in National Park grant and non 

achievement of the outstanding income generation targets. It is planned that these 
risks can be mitigated by continuing the practice of only allocating new project 
funding once income targets are confirmed.   

 
 Equality 
 
3.6 At this stage there are no Equality issues with the proposed Budget. An Equality 

Impact Assessment will be used to monitor the impact of any changes that come out 
of the Authority service reviews and any significant investments that are proposed. 
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4. Background  
 
  Defra National Park Grant  
 
4.1  With the confirmation of the latest Defra grant cuts the Authority will have seen a 

28% reduction in its core National Park grant by 2015/16 (39.3% in real terms).  

4.2  The Authority responded by implementing a front loaded cost reduction programme 
which has seen a significant reduction in staffing levels and core operating costs, this  
achieved a balanced three year Budget by the start of 2013/14.  

4.3  Since the December Authority meeting Defra has announced further cuts in National 
Park grant of £102,6000 (3.9%); £58,400 in 2014/15 and £44,200 in 2015/16.  The 
Budget impact of the cuts was higher in 2015/16 as the Budget had assumed a 
£49,400 inflationary increase resulting in an overall budget grant reduction of 5.7%. 

4.4  Defra have not confirmed, or given a grant forecast for 2016/17; the Budget assumes 
an inflationary increase of 2.1% giving a grant of £2,549,100.       

A summary of the Defra Grant assumed in the Budget is shown in table 1 below.    

Table 1 - Defra National Park Grant Budget Summary 

 2013/14 2014/15 
     

2015/16 2016/17 

National Park Grant   2,777,300 2,540,900 2,496,700 2,549,100 

 
4.5 Defra advised when confirming the grant for 2014/15 and 2015/16 that “Hopefully we 

can avoid further adjustments to your budget and so you should plan on the above 
numbers unless otherwise advised”.   

Given the uncertainty over public finances it would be prudent for the Authority to 
retain flexibility in its budget plans to deal with any further grant reductions.  The risk 
of further cuts needs to be balanced by projected unallocated reserves of £1,685,500 
at the end of 2013/14 which gives the Authority time and flexibility to react to any 
further grant reductions.   

 
 Pension Scheme Funding 

4.6 The impact of the Actuary's latest tri-annual revaluation (as at 31st March 2013) on 
pension scheme funding has been an overall reduction in costs from the 1st April 
2014.  The actuary’s funding recommendations are unlikely to change before the next 
revaluation in three years time.  

4.7 The revaluation takes into account the impact of the revised Local Government 
Pension Scheme which comes into effect on the 1st April 2014.  The impact of the 
new scheme is to increase the cost of funding future pension scheme liabilities with 
the employer’s contribution increasing from 14.2% to 15.1% of pensionable pay an 
annual ongoing cost increase of £12,400. 

4.8   The cost of funding past service liabilities has reduced reflecting the fact that the 
scheme retirement age is no longer fixed at age 65 but linked to the state retirement 
age which will allow it to increase in response to longer life expectancy. The 
Authority’s policy, of paying off the deficit over a ten year period, has also helped 
reduce the annual cost from £128,000 to £77,000 a saving of £51,000 a year.   

4.9   Northumberland Pension Scheme had previously advised we budget a 3 % increase 
in pension scheme costs of £43,500, this cost provision is no longer required.   
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4.10 The impact of the above changes on the Budget is a saving of £82,100 in 2014/15 
and £82,000 a year ongoing.      

 Service Reviews 

4.11 In order to develop a balanced Budget for 2015/16 and beyond the Leadership Team 
will, during the coming year, undertake a number of service reviews to identify further 
cost savings, smarter methods of working and opportunities to increase income 
generation.   A total of 9 service reviews are to be completed in the current year 
starting with a management review and a review of volunteers both of which were 
initiated at the beginning of March 2014.  Further details are given in 7.4 below. 

    
5. Key Budget Assumptions 

 Operating Staff & Related Costs 

5.1 Budgeted staffing levels over the three years are largely unchanged apart from 

 a small increase in part time Finance Officer hours  

 a delay in the recruitment of the vacant Planning Policy Officer post until 2015/16 
in order to help offset the external costs of developing the Management Plan. 

At the present time there are 5 other staff vacancies; all these vacancies have been 
budgeted but permanent recruitment for some, or all of the posts will be dependent 
on the outcome of the service reviews. 

5.2 It is assumed that all project staff costs will be covered by project income, or the staff 
released when their contracts come to an end.  Defra have provided transitional 
funding to Leader, which has allowed the retention of the Project Officer on a part 
time basis until the end of December 2014.   

5.3 Salary inflation has been assumed as follows: 

 2014/15  1.0% (as per the Chancellor’s Autumn Statement 2011) 
 2015/16 2.1% (in line with OBR forecast CPI inflation) 
 2016/17 2.1% (in line with OBR forecast CPI inflation) 

 The Chancellor’s 2012 Autumn Statement set a target of 1% for public sector salary 
increases in 2015/16, however given the uncertainty of an upcoming election the 
Budget has adopted the prudent assumption of 2.1% inflation.   

5.4 Savings in pension costs of £82,100 in 2014/15 and £82,000 ongoing are 
summarised in paragraph 14.4 Table 2 above.  

5.5 From the 1st April 2016 the government has announced that with the introduction of 
the single tier State pension reforms it is going to end the option for defined benefit 
(final salary) pension schemes to contract out of the State Second Pension. From 
that date the Authority will no longer receive a 3.4% rebate on employers NI 
contributions; this will increase ongoing employment costs by £30,500 in 2016/17.  

5.6 A summary of staff salary and related costs is given in table 2 below 

Table 2 – Operating Staff Salary and Related Cost Changes  

 
2013/14 

 
2014/15 

 
2015/16 

 
2016/17 

Budget Operating Staff & Related Costs 1,899,700 1,832,800 1,856,900 1,931,800 
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Other Operating Costs  

5.7 Other operating cost inflation is based on the Office of Budget Responsibility (OBR) 
December 2013 report.  CPI inflation is marginally higher than previous Budget 
projections as shown below.  

 2014/15  2.1% (was 2%)  
 2015/16 2.1% (was 1.9%) 
 2016/17 2.0% 

5.8  The majority of other operating costs have been budgeted based on the lower of cost 
levels forecast to be achieved in 2013/14 (plus inflation), the four year cost reduction 
targets or reduced due to further identified savings.  A summary of Other Operating 
costs Budget is shown in Table 3 below.  

Table 3 – Other Operating Costs  

 
2013/14 

 
2014/15 

 
2015/16 

 
2016/17 

Budget Operating Costs 977,000 921,500 826,800 827,300 

 

5.9 The operating costs budget reflects further costs savings of 3.3% in 2014/15 and 
3.8% ongoing. The savings are across all areas but particularly in Corporate Services 
where core operating, members and estate management costs have all been 
reduced.    

 Since December there have been two items funded out of the unapproved new 
projects Budget; £15,000 has been approved in 2013/14 to cover media and income 
generation training and £20,000 has been approved to pay NPUK for work they will 
undertake in 2014/15 and 2015/16 on national commercial sponsorship initiatives. 
The training and NPUK work will help achieve the outstanding income generation 
targets. 

 Other cost changes since December are;  

 Planning legal fees have been increased by £7,600 in 2014/15 and £6,600 in 
 2015/16 to reflect recent actual cost trends. 

 £20,000 has been provided in 2014/15 to fund a Wind Farm Landscape Study 
 as detailed in agenda item 5. 

 A budget of £60,000 has been provided in 2014/15 to cover the development 
of the Park Management Plan as detailed in agenda item 8.   
 

  Operating Income 

5.10 Budget Operating Income (which is allocated to specific Budget holders) has been 
updated to reflect confirmation of the latest income generation actions. 

Budget Operating income declines from £317,400 in 2013/14 to an average of 
£290,300 for the three year Budget period; however if the outstanding income 
generation target is included operating income improves by 20% to £382,200 in 
2016/17 as shown in table 4 below.    

Table 4 – Operating Income    

 
2013/14 

 
2014/15 

 
2015/16 

 
2016/17 

Budget Operating Income 317,400 295,200 285,400 290,400 

Outstanding Income Generation Target 
- 60,800 93,700 91,800 
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Total Operating Income Target 317,400 356,000 379,100 382,200 

  

5.11 The Income Generation target of £42,000 for 2013/14 has been over achieved by 
£2,500, all the confirmed actions are now built into the base Budget of £317,400. 

 Projects  

5.12 All approved projects, including Sustainable Development and Action Area Funds, 
are included in the Budget shown in table 5 below.   

5.13 The outstanding balance on the £100,000 unapproved New Project Fund has been 
included in each of the years. The unapproved New Project Fund is used to fund new 
initiatives in support of the Corporate and Management Plans.   

5.14 During the plan period SDF Funds at £125,000 a year and Action Area Funds at 
£75,000 a year have been included in the Budget as per previous plans; however the 
Budget assumes the net funding cost to the Authority is reduced by recycling loan 
repayments of £15,000 in 2014/15, £20,000 in 2015/16 and £28,000 in 2016/17.  

5.15 A review of the effective use of SDF and the Action Area Funds is currently being 
undertaken by external consultants and this will inform the Rural Development 
service review.  

5.16  Table 5 below summarises the overall Projects Budget which declines from 
£519,800 in 2013/14 to £413,700 in 2014/15 and £265,000 in 2015/16.   

Table 5 - Projects Budget  

Project (Surplus) / Deficit 
2013/14 

 
2014/15 

 
2015/16 

 
2016/17 

SDF / Action Area Budget 226,700 185,000 180,000 172,000 

     

Approved Projects (Surplus) / Deficit 52,300 31,700 - - 

National Trails Forecast Net Surplus - - (5,000) (5,000) 

New Project Fund outstanding balance 19,900 64,800 90,000 100,000 

Other Projects 72,200 96,500 85,000 95,000 

     

Approved Eastburn Rural Hub Investment 43,800 21,200 - - 

Approved Sill Phase 1 Costs 148,700 - - - 

Approved Sill Fund Raising Costs 10,000 10,000 - - 

Sill Fund Raising Costs (item  3 agenda) - 50,000 - (50,000) 

Sill Bridging Costs  18,400 51,000 - - 

Total Rural Hubs & The Sill investment 220,900 132,200 - (50,000) 

     

Total Projects Budget 519,800 413,700 265,000 217,000 

 

5.17 Other Projects costs of £72,200 in 2013/14 are lower than the average of £92,200 for 
future years reflecting improved cost recovery on projects in the current year; the 
target is to improve on this performance in future years as part of the income 
generation target. The New Project Fund gives flexibility to support invest to save 
initiatives and any new projects required to support the new Management Plan.   
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5.18 The Projects Budget includes investment costs already approved for the Eastburn 
Rural Hub, Sill Phase 1 and Sill Fund raising costs.  The Sill Project Board has 
however recognised the need for further investment in order to complete the design 
and development phase. The costs of £69,400, now requested for approval, will 
enable work to continue until December 2014 when, subject to planning permission, 
HLF approval of the Phase 2 bid is expected. The costs cover a number of key 
activities including an updated economic impact assessment, design team advice, 
staff costs, business / community workshops and the ongoing communications plan.  

5.19 The Approved Sill Fund Raising Project includes the £20,000 net start up costs 
approved in December 2013 (total costs of £40,000 offset by YHA funding of 
£20,000).   

5.20 The additional part time Fund Raising Officer and costs explained in the Fund 
Raising Report, agenda Item 3, are included above.  The cost in 2014/15 will be 
£50,000 to cover salary, fund raising costs and the costs of establishing the 
charitable body.  Over the three year Budget period there is no cost impact as the 
minimum target is to generate a surplus of £50,000 in 2016/17.    The first two years 
will see fund raising efforts focused on the Sill. 

5.21 Finally it should be noted that when taken together the New Project, SDF and Action 
Area Funds give the Authority an annual discretionary funds budget of over 
£250,000; this gives a significant ability to react to unexpected budget challenges.  

Eastburn Rural Business Hub  

5.22 In December the Authority approved net expenditure of £65,000 to create a Rural 
Business Hub at Eastburn.  Since December work has started onsite and the 
marketing of the new pods and existing office space has begun.  Demand for the 
pods and office space has been good with 3 existing offices now let and two out of 
the four new pods reserved.  As a result of improved occupancy and rent levels the 
2014/15 operating deficit of £8,500 has been updated to show a net surplus of 
£1,600 in the first year of operation and an improvement in the operating surplus for 
all future years as shown in table 6 below.   A revised Rural Hub trading report 
confirming these figures has already been sent to members.   

Table 6 – Eastburn Rural Hub Budget  

Project (Surplus) / Deficit 
2013/14 

 
2014/15 

 
2015/16 

 
2016/17 

Capital Works 156,400 75,600 - - 

Grant (112,600) (54,400) - - 

Net Investment in Projects Budget 43,800 21,200 - - 

     

Dec Approved Operating (Surplus) / Deficit - 8,500 (6,900) (7,400) 

Current Budget Operating (Surplus) / Deficit - (1,600) (10,300) (15,200) 

Operating (Surplus) / Deficit  change - 10,100 3,400 7,800 
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6. Budget Summary  

6.1 A summary of the Net Budget (Surplus) / Deficit is shown in table 7 below.   

Table 7 – Net Budget (Surplus) / Deficit Summary  

 
 

2013/14 
 

2014/15 
 

2015/16 
 

2016/17 

National Park Grant  (table 1) (2,777,300) (2,540,900) (2,496,700) (2,549,100) 

     

Staff Related Costs (table 2) 1,899,700 1,832,800 1,856,900 1,931,800 

Other Operating Costs (table 3) 977,000 921,500 826,800 827,300 

Operating Income (table 4) (317,400) (295,200) (285,400) (290,400) 

Rural Hub Net Income (table 6) - (1,600) (10,300) (15,200) 

Budget Operating Surplus (218,000) (83,400) (108,700) (95,600) 

Inc. Generation Target (table 4) - (60,800) (93,700) (91,800) 

Surplus to Fund Projects (218,000) (144,200) (202,400) (187,400) 

     

Projects (table 5) 499,900 348,900 175,000 117,000 

New Project Fund (table 5) 
19,900 64,800 90,000 100,000 

Total Project Budget  
519,800 413,700 265,000 217,000 

     

Net Budget (Surplus) / Deficit 301,800 269,500 62,600 29,600 

 

6.2 The above table shows that even after the latest Defra grant cuts the Authority is still 
able to budget an Operating Surplus throughout the plan period, the surplus 
increases after the outstanding income generation target is added. The surplus 
available to fund projects in 2014/15 at £144,200 is lower than the surplus available 
in 2013/14 however the surplus increases to £202,400 in 2015/16. 

6.3 After allowing for the funding of Projects the Budget shows a net deficit in all four 
years.  The deficit reduces after 2014/15 as the investment in phase 1 of the Sill and 
the Rural Hub is completed. 

7. Balanced Budget Plan 
 
7.1 The Authority’s budget plan divides into two discrete areas as shown below: 
 

1. Ongoing Operational activities financed by core National Park grant from Defra; 

and 

2. Projects and new initiatives financed by operational surpluses, new sources of 

income and reserves. 

7.2 Throughout the 2014/15 to 2016/17 Budget plan the ongoing core operational 
activities are fully financed and in surplus. However, when resources needed for 
projects and new initiatives are included the overall budget moves into deficit in all 
years. The projects can only be partially funded from operating surpluses and in 
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order to be fully funded, the use of reserves is required as shown in section 8 below. 
This position is the result of the additional National Park grant reductions from Defra. 

 
7.3  The proposed plan to ensure a balanced budget is to raise income and reduce 

ongoing costs. This will be achieved by ensuring all the £150,000 of additional 
ongoing income is achieved by the end of 2016/17 as part of the Income Generation 
Plan. Therefore the Three Year Budget Plan includes a number of activities and 
investments which aim to achieve a 50% increase in the Authority’s ongoing 
operating income. This is a challenging target and a key strategic risk; therefore 
members are advised that until further progress is made the target should not be 
increased. The first year of the Income Generation Plan over achieved and a 
comprehensive range of actions are being implemented for future years as detailed 
in the table 8 below: 

 
Table 8 – Income Generation Target Summary 
  

  
2014/15 

 
2015/16 

 
2016/17 

Full Cost Recovery on Projects 10,000 15,000 15,000 

Contracting Out Staff Expertise  10,000 10,000 10,000 

Pre-Application Planning and S106 Fees 2,000 2,000 2,000 

Net Rental Income 10,000 15,000 15,000 

Support Services to Tenants 1,000 2,000 3,000 

Visitor Centre Trading Sales  3,000 4,000 5,000 

Sponsorship, Donations and Legacies 17,000 26,000 27,000 

Advertising 
10,000 20,000 20,000 

Car Parks 
17,000 25,000 25,000 

Income Generation Target 80,000 119,000 122,000 

Actions Confirmed 
(19,200) (25,300) (30,200) 

Outstanding Income Generation Target 
60,800 93,700 91,800 

 
7.4 The second strand of the plan to ensure a balanced budget is to identify ongoing cost 

savings of approximately £80,000, £30,000 to cover the 2016/17 deficit and a further 
£50,000 as a contingency plan to cover potential budget risks (for example no 
inflationary grant increase in 2016/17).  It is proposed to achieve this by reviewing a 
number of service areas with the aim of reducing overall costs by £60,000 and further 
ongoing efficiency savings of £20,000pa. The service areas to be reviewed are 

 

 Human Resources 

 Communications / Marketing (including design, website, and visitor 
development) 

 Rural Development (Action Areas, Sustainable Development Fund, Leader) 

 Specialist Areas (landscape, ecology, archaeology, access) 

 Volunteering 

 Engagement 

 Local Planning Authority role 

 Community Planning 

 Management 
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7.5 The above reviews are unlikely to produce significant savings until 2016/17. 

Members are advised that the plan to finance Project costs in the short term from 
reserve balances is financially affordable and also enables staff and their managers 
to concentrate on income generation initiatives in the shorter-term. 

 
7.6 If the above actions are successful the three year financial plan will put the National 

Park Authority in a stronger ongoing financial position by being less reliant on 
government funding from Defra, with adequate earmarked reserves for most 
eventualities and a remaining surplus of reserves throughout the period.  

 
8. Reserves 

8.1 Table 9 shows the Budget movement on reserves and the impact of earmarked 
reserves on unallocated reserves. 

Table 9 - Budget Unallocated and Earmarked Reserves 

 
 

2013/14 
 

2014/15 
 

2015/16 
 

2016/17 

Opening Reserves 2,282,800 2,080,500 1,811,000 1,748,400 

Budget (Surplus) / Deficit  
(301,800) (269,500) (62,600) (29,600) 

2013 / 14 anticipated savings 99,500 - - - 

Closing Reserves  2,080,500 1,811,000 1,748,400 1,718,800 

 
    

Earmarked Reserves:     

Visitor Centre Refurbishment  (70,000) (70,000) (70,000) (70,000) 

IT Capital Replacement Reserve (75,000) (75,000) (75,000) (75,000) 

Planning Contingency  (150,000) (150,000) (150,000) (150,000) 

Working Balances  (100,000) (100,000) (100,000) (100,000) 

Bulby’s Wood   (150,000) (150,000) (150,000) 

The Sill Phase 2 Investment  (250,000) (250,000) (250,000) 

The Sill Phase 2 Working Balances  (600,000) (600,000) (600,000) 

Temp. Visitor Centre Hadrian’s Wall  (50,000) (50,000) (50,000) 

Total Earmarked Reserves (395,000) (1,445,000) (1,445,000) (1,445,000) 

     

Unallocated Reserves 1,685,500 366,000 303,400 273,800 

 

8.2  Total reserves at the end of 2013/14 of £2,080,500 are reduced by £361,700 to 
£1,718,800 at the end of 2016/17 due to the cumulative Budget deficit.  

8.3 Earmarked reserves will increase from the current 2012/13 year end level of 
£395,000 to £1,445,000 as a result of budget reserves to cover £150,000 of 
investment at Bulbys Wood and £900,000 for the Sill Phase 2, as detailed below.  As 
a result of the Budget deficits and the increase in earmarked reserves unallocated 
reserves reduce from £1,685,500 at the end of 2013/14 to £273,800 at the end of 
2016/17.  
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8.4  The justification for the current and Budget earmarked reserves is as follows 

1. Visitor Centre Refurbishment – Approved £70,000 

The reserve is to cover major refurbishment works at Once Brewed and 
visitor facilities at Ingram and the Coquetdale Centre now operated by third 
parties.  No change is proposed. 

2. IT Capital Replacement Reserve – Approved £75,000  

The reserve is to cover the cost of replacing IT equipment over the next 
three years.  No change is proposed. 

3. Planning Contingency Reserve – Approved £150,000  

The reserve is to cover the cost of defending one or more major planning 
challenges. No change is proposed. 

4. Working Balances Reserve – Approved £100,000 

The reserve is to cover any major unforeseen costs, liabilities or loss of 
income. No change is proposed.  

5. Bulby’s Wood – New Budget Reserve £150,000 

Newcastle City Council are working with our Estates Officer to develop final 
design proposal for Bulbys Wood to meet Management Plan commitments.  
Initial costings indicate a budget of circa £150,000 will be required.  Final 
plans will be brought forward for full Authority approval during 2014.  

6. Sill Phase 2 Investment – Existing Budget Reserve £250,000  

If a decision is taken in 2014/15 to proceed with an application to the HLF to 
fund the construction of the Sill, an earmarked reserve of £250,000 will be 
required as the Authority’s cash contribution to Phase 2 of the project.    

7. Sill Phase 2 Working Balances – Existing Budget Reserve £600,000 

If a decision is taken in 2014/15 to proceed with an application to the HLF to 
fund the construction of the Sill then an earmarked reserve of £600,000 would 
be proposed to cover land acquisition, unforseen cost increases and fund 
working capital.  The HLF retains a 10% retention on all grant monies, until 
the completion of the project and although the Authority will place a retention 
on its Contractors it would be prudent to have an earmarked reserve to cover 
both working capital and the cost risks on a construction contract worth over 
£7 million pounds.  Around £270,000 of the reserve will be required to acquire 
the hostel site from the YHA.  

At the end of the project £330,000 could be returned to reserves providing the 
project is delivered on Budget. 

8. Temporary Visitor Centre Hadrians Wall – Existing Budget Reserve £50,000 

If a decision is taken in 2014/15 to proceed with an application to the HLF to 
fund the construction of the Sill then costs estimated at around £50,000 
would be required to cover the additional costs of providing a temporary 
visitor centre in the Hadrians Wall Area.  The reserve would cover additional 
costs plus the loss of trading and car park income from operating out of a 
temporary location. 

9 Risks and Potential for Mitigation 

9.1 The Budget does not achieve a balanced ongoing Budget in 2015/16 and 2016/17. 
The impact of the cumulative Budget deficits and increase in earmarked reserves 
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reduces unallocated reserves to £273,800 in 2016/17. The ongoing budget deficit 
and the lower level of unallocated reserves makes it is important that major risks and 
opportunities are understood and future plans adjusted in response to any changes.  

9.2 There are 5 identifiable risks to the Budget Plan 

(1) Further Defra National Park grant cuts and no grant inflation increase in 
2016/17; 

(2) Income Generation; 

(3) High Staff work load resulting in poor performance and loss of key staff; 

(4) The Sill Project; and 

(5) Inflation. 

9.3 The first three risks are addressed as part of the Strategic Risk Register as they are   
considered to be significant risks to the Authority. These risks and their mitigation 
actions are detailed in Item 2 on this Agenda. 

The Sill Project 

9.4    The Sill project is subject to planning permission by the National Park Authority itself. 
Following legal advice the Sill Project Board is currently managing the development 
and the associated risks. Once the planning application has been determined by 
members the Sill Business Plan, risk strategy and mitigation measures will be 
discussed with all members of the Authority. 

Inflation 

9.5     The key risks are that: 

 Cost inflation increases by 1% per annum above projections in all years;  

 Salary inflation increases by 1% per annum above projections from 2015/16; and  

 Defra does not recognise the impact of inflation and interest rates do not rise 
significantly to combat rising inflationary pressures. 

Potential Impact 

 The cumulative impact by the end of 2016/17 could be £107,700 as shown in 
table 10 below. The total impact is significantly less than unallocated reserves 
and the likelihood of all the risks maturing together is consider low. Therefore, 
this risk item will be assessed annually as part of the three year budget planning 
exercise. 

Table 10 – Impact of higher inflation  

 2014/15 2015/16 2016/17 Total 

Cost inflation 1% 9,200 16,500 24,800 50,500 

Salary inflation 1%   18,600 38,600 57,200 

Total Risk 9,200 35,100 63,400 107,700 

 
10. Capital Budget, Operational Boundary and Authorised Limit 
 
10.1 Within the Budget are some projects funded out of revenue which, when further 

developed, may require capital borrowing. For example a loan could be used to 
acquire the YHA site at Once Brewed which would then be paid back out of the 
annual rent charged to the YHA for the new hostel. 
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10.2 In order to have the option of accessing borrowing from the Public Works Loan Board 
at preferential rates, the Authority has to formally agree the operational boundary and 
authorised limits which are defined items under the “Prudential Code”.   

10.3 There are no plans for any capital borrowing contained in the Budget but the 
Authority may want the flexibility to do so, particularly if Budget plans change. It is 
recommended that the Operational Boundary borrowing limit (which represents 
possible borrowing) remains unchanged at £400,000 (this would give the Authority 
access to Public Works Loan Board funds to purchase the YHA site at Once Brewed 
estimated at circa £270,000).  Any proposals to actually borrow funds would be put 
before the Authority for approval. 

10.4 It is proposed that the Authorised Borrowing Limit (the maximum borrowing limit) is 
left unchanged at £800,000 to allow flexibility for new initiatives not yet included in the 
plan but which may be required. Once again any proposals to actually borrow funds 
would be put before the Authority for approval. 

10.5 The Authority are asked to approve the limits set out in Appendix 3 to be agreed by 
the Authority for each of the years 2014/15, 2015/16 and 2016/17. The operational 
boundary and authorised limit will be reviewed by the Authority annually.  

10.6 It is to be emphasised that no significant capital expenditure or loans will be incurred 
without specific Authority approval and that the setting of the operational boundary 
and authorised limits are a formality required to enable borrowing if required. 

11 Conclusion  

11.1 The Budget Plan for 2014/15 to 2016/17 is designed to enable the Authority to make 
effective progress in generating income, embed further savings and review key 
services areas in order to achieve an ongoing balanced Budget. These actions can 
be fully worked through over the next three years. 

11.2 Two of the most significant past financial risks, rising pension costs and increasing 
income generation, have been well managed to date. The other significant risk is the 
uncertainty regarding core government funding. However, the Authority still operates 
in a financial climate with a high level of uncertainty which could impact on even 
those areas currently performing well. Thus the provision of an appropriate level of 
uncommitted reserves is a key part of the budget plan as this could, if needed, be 
used to complete the Authority’s core programmes even if the financial position 
worsens in the short-term. 

 
Contact Officer: 
For further information contact Gordon Allan, Finance Manager on 01434 611504 or e-mail:  
gordon.allan@nnpa.org.uk   
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A summary of Once Brewed visitor centre and car park net income included in the Budget is 
shown in the table below 

Table: Visitor Centre and Car Park Net Income Budget  

 
 2013/14 

 
2014/15 

 
2015/16 

 
2016/17 

Once Brewed Sales (30,6000 (36,000) (36,800) (37,600) 

Once Brewed Cost of Sales 17,100 20,800 21,200 21,700 

Once Brewed Other Trading Costs 2,200 2,500 2,500 2,500 

Once Brewed Trading Net Income (11,300) (12,700) (13,100) (13,400) 

     

Car Park Income Budget (152,000) (152,000) (152,000) (152,000) 

Car Park Commission to National Trust 19,000 19,000 19,000 19,000 

Car Park Running Costs 6,400 6,500 6,600 6,600 

Car Park Ticket Machine Replacement - - 6,000 6,000 

Car Park Investment Housesteads 57,700    

Car Park Net Income (68,9000 (126,500) (120,400) (120,400) 

 

Once Brewed Trading 

The increase in trading sales at Once Brewed reflects the higher sales levels achieved in 2013/14 
and an improvement in the refreshments offer (bean to coffee machine) and sales of a local beer.  
The Budget assumes Once Brewed will remain open during the 3 year Plan period, the impact of 
any closure and temporary visitor facilities due to the Sill will form part of the Sill Business Plan to 
be presented to Members during 2014.  An earmarked reserve of £50,000 has been budgeted to 
cover the financial impact. 

Car Parks 

Car Park income is unchanged as the Budget, which is being achieved, was based on last year's 
increase in car parking charges to £4; no further increase in car parking charges is assumed 
during the Budget period.  There is £10,000 included in the income generation target to reflect the 
increased car parking capacity planned at Housesteads which still requires planning consent.  A 
report on future car park strategy will be presented to Members during 2014.    

  

 
 
 
 
 
 
 
 

     

   
2014/15 2015/16 

 
Item 3 Appendix 2 



Item 2:  Medium Term Budget Plan 2014/15 to 2016/17  

 
Northumberland National Park Authority  
Meeting: 19 March 2014  fv  Item 2: Page 14 of 15 

 

Expenditure and Income by Activity 2013/14 2014/15 2015/16 2016/17 

 
        

     A Conservation Natural Environment 366,300  202,300  181,600  188,300  

B Conservation Cultural Heritage 81,900  134,300  50,800  52,700  

C Recreation Management and Transport 296,600  145,600  154,800  156,400  

D Promoting Understanding 1,004,300  439,600  418,400  480,000  

F Rangers Estates and Volunteers 336,000  336,700  344,200  355,900  

G Development Control 144,600  158,700  115,500  119,400  

H Forward Planning and Communities 698,400  536,300  439,600  451,600  

I Corporate Management 1,449,400  1,301,400  1,247,900  1,275,500  

 
        

     Total Expenditure 4,377,500  3,254,900  2,952,800  3,079,800  

     A Conservation Natural Environment (186,300) (29,500) (6,500) (6,500) 

B Conservation Cultural Heritage (10,500) 0 0  0  

C Recreation Management and Transport (268,600) (165,300) (165,400) (165,500) 

D Promoting Understanding (431,200) (49,600) (90,600) (191,500) 

F Rangers Estates and Volunteers (8,400) (6,300) (6,500) (6,500) 

G Development Control (22,500) (22,000) (20,000) (20,000) 

H Forward Planning and Communities (219,100) (54,800) (20,000)  (28,000)  

I Corporate Management (171,700) (121,000) (80,800) (91,300) 

 
        

     Total Income (1,318,300) (448,500) (389,800) (509,300) 

     A Conservation Natural Environment 180,000  172,800  175,100  181,800  

B Conservation Cultural Heritage 71,400  134,300  50,800  52,700  

C Recreation Management and Transport 28,000  (19,700) (10,600) (9,100) 

D Promoting Understanding 573,100  390,000  327,800  228,500  

F Rangers Estates and Volunteers 327,600  330,400  337,700  349,400  

G Development Control 122,100  136,700  95,500  99,400  

H Forward Planning and Communities 479,300  481,500  419,600  423,600  

I Corporate Management 1,277,700  1,180,400  1,167,100  1,184,200  

 
        

     Net Expenditure 3,059,200  2,806,400  2,563,000  2,570,500  

     Income Generation   (60,800) (93,700) (91,800) 

New Projects 19,900  64,800  90,000  100,000  

 
        

     Net  Budget Expenditure  3,079,100  2,810,400  2,559,300  2,578,700  

     National Park Grant (2,777,300) (2,540,900) (2,496,700) (2,549,100) 

 
        

     Net Budget (Surplus) / Deficit 301,800  269,500 62,600  29,600 
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Item 3 Appendix 3 
 
 
 
Actual External Debt at the last balance sheet date of 31st March 2013 was: 
 
Borrowing    £0 

Other long term liabilities   £0 

Total Actual External Debt        £0 
 
 
It is recommended that the Operational Boundary, which represents external debt (if option 
to borrow is taken) during the course of the year be set as: 
 
Borrowing    £400,000 

Other long term liabilities              £0 

Total Operational Boundary        £400,000 
 
 
and the Authorised Limit (the limit beyond which borrowing is prohibited allowing a  margin 
of flexibility) set as: 
 
Borrowing    £800,000 

Other long term liabilities              £0 

Total Authorised Limit        £800,000 

 
 


