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Item: 3 THE SILL – UPDATE  
 
1. Purpose of Report 
 
1.1 This report provides a general overview of the project, informs members of the current 

position of The Sill and seeks approval to a number of timely decisions. 
 
2. Recommendations  
 
 The Authority is recommended to: 
 

(a) Support the development of The Sill National Landscape Discovery Centre;  
(b) Accept the capital grant and offer of a loan from Northumberland County 

Council (Annex 1); 
(c) Endorse the decision of the Leadership Team to accept the £50,000 offer of 

grant from the Arts Council for England; 
(d) Agree to revised Terms of Reference for The Sill Project Board as detailed in 

Annex 2 with immediate effect; 
(e) Authorise the Sill Project Board to actively manage The Sill project up to an 

investment value of £1.0m up to August 2015. 
 
3. Implications 
 
 Financial 
 
3.1 The one-off financial implications of developing The Sill are significant for an 

organisation the size of Northumberland National Park Authority (NNPA). Prudent 
financial planning has produced sufficient reserves that when combined with a loan 
from Northumberland County Council enable the cashflow to be effectively managed. 

 
3.2 The ongoing financial impact from The Sill is likely to be a positive improvement on the 

current position under most scenarios. 
 
3.3 Sufficient funds exist to take The Sill to the next stage of development. A further 

reduction in the 15% funding gap will need to be made before the Authority commits to 
the final stage of the construction contract in August 2015. 

 
3.4 Termination of the project before completion runs the potential risk of financial costs to 

the Authority. 
 
 Equalities 
 
3.5 One of the key outcomes for The Sill National Landscape Discovery Centre is to 

enable more audiences to gain access to the countryside. The building will be fully 
accessible with exemplar facilities for people with physical disabilities. The activities 
programme will produce greater opportunities for all audiences. 

 
4. Background 
 
4.1 The National Park Management Plan 2009 to 2014 identified a number of high level 

outcomes which could be best achieved by a large improvement in the scale and 
quality of educational, training and visitor facilities. In 2011 the Youth Hostels 
Association (England & Wales) (YHA) and NNPA developed a proposal to the 
Heritage Lottery Fund (HLF) for a landscape discovery centre to enhance the existing 
offer. The HLF asked the proposal to be submitted on a larger scale for a facility 
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which would be of national significance. This led to the offer of £400,000 to enable 
The Sill project to be developed and submitted to the HLF between October 2013 and 
April 2014 for determination by the National HLF Panel. 

  
4.2 To ensure the development of The Sill project and the planning process were kept 

apart, the Authority established a Sill Working Group of members, which later 
became a decision making Project Board, for developing the project and submitting 
the HLF grant application in October 2014. 

 
The Role of The Sill 

 
4.3 The Sill: National Landscape Discovery Centre will be the UK’s first dedicated 

landscape discovery centre. The Sill will form a hub at which extensive learning, 
participation, and research activities will be provided, and it will become a leading 
heritage education facility for landscape, conservation, countryside management, 
leisure, and tourism skills. 

 
4.4 A major purpose of The Sill is to enable the landscapes of Northumberland National 

Park and surrounding Areas of Outstanding Natural Beauty to be opened up to a 
broad range of new audiences, including young people, families, older people, 
disabled people and those less confident at exploring natural places. To meet this 
challenge, a comprehensive programme of interpretation, educational and 
participatory activities will inspire people to celebrate, value and conserve the unique 
natural and cultural heritage of the landscape. 640,400 engagement opportunities will 
be provided during the lifetime of HLF support (5 years). 

 
4.5  The Sill will attract at least 100,000 visitors each year to an all-weather and year-round 

facility that also offers hostel accommodation, education facilities, retail facilities and a 
café. It will also deliver substantial economic benefits to the area, including a Rural 
Growth Hub to support the development of rural enterprises, and offer a wide range of 
volunteering activities to strengthen local communities through increased participation 
opportunities. 

 
4.6 The survey and consultation work undertaken so far indicates widespread support for 

the project, and most people consider that it would be a significant boost to heritage, 
local communities and the North East because: 

 
i) there will be increased opportunities for learning for training, education and 

volunteering for local and residential groups and individuals; 
ii) the project will conserve and improve the local environment; 
iii)  visitor numbers and length of stay will increase with resultant economic benefits; 
iv)  a venue for showcasing local traditions, culture and businesses will be created;  
v)  a building with the highest sustainability aspects will be constructed; and 
(vi) The Sill will act as a hub and will spread visitors and the economic and social 

benefits beyond the Hadrian’s Wall area. 
 
The Impact of The Sill: Economic 

 
4.7 The Sill is the biggest project undertaken by an English National Park Authority since 

they were created as stand-alone public bodies in 1997.  
 
4.8 The economic impact of The Sill has been assessed in 2008 (as a concept), 2013 (as 

part of the design process) and 2014 (as part of the planning approval process). All 
these independent surveys show a positive net impact of between 120 and 240 new 
jobs in the region and £5m per annum of additional tourism spend. The Sill is a 
regionally significant regeneration project. 
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4.9 The HLF Application Grant Award of £7.75m was the highest to the North Region in 10 

years. 
 

The Impact of The Sill: Delivering Statutory Purposes 
 

4.10 The Sill will be transformational for the way Northumberland National Park Authority 
operates. The Authority’s aim to be less financially reliant on tax-payers money via the 
government sponsoring department will be accelerated and the priority of focussing on 
young people, training and education will be dramatically enhanced. 

 
4.11 All members are asked to support the principle of The Sill project being established in 

the National Park and forming the most significant programme for the Authority for the 
foreseeable future. 

 
The Impact of The Sill: On the Authority and its Ongoing Operations 
 

4.12 The Sill is the largest project undertaken by any National Park Authority since their 
creation as standalone local authorities in 1997. It will have a significant impact on the 
Authority.  However, it will not replace our core operations and activities but rather add 
value and focus to them.  The transition of the Authority’s existing work to work 
alongside The Sill has already started through the 2015-16 Corporate Plan. 

 
4.13 The Sill is raising the profile of the National Park Authority across the region and 

beyond. This is opening new opportunities for collaborative working and will require 
careful management and communications to ensure the Authority does not drift away 
from its priorities. 

 
4.14 The financial scale of the construction phase of The Sill is over twice the size of the 

Authority’s annual turnover and nearly four times the scale of the core government 
grant the Authority receives from DEFRA. The very high level of grant aid helps reduce 
the net impact of this level of financial commitment but it also adds additional 
complexity in managing a complex and highly geared financial situation.  

 
4.15 The fundraising initiative will initially focus on The Sill (to close the funding gap) and will 

then move to raise funds for developments across the whole of the National Park. The 
development of an effective fund raising capacity is an important element of the 
Authority’s financial plan to become less financially reliant on its sponsoring government 
department (DEFRA). 

 
4.16 The Sill Activity Programme will take several years to develop and will be more than 30 

times the size of the current offer. The Programme with over 1,340 events per annum 
offers great potential. However, it requires effective management and strong 
partnerships with private, voluntary and public sector bodies. The new programme will 
require input from virtually all staff and many National Park volunteers. 

 
4.17 To manage the 5-year development phase of The Sill, the Authority will need to 

augment additional staff resources, have access to expert advisers, deploy a fit for 
purpose governance system and be able to be flexible when circumstances demand. 

 
4.18 The impact of The Sill is taken into account in setting the Authority’s Corporate Plan 

and accompanying Strategic Risk Register. The financial impact is explained in detail in 
the report. The opportunities and the risks will be tracked and managed using a risk 
based approach to programme management. 
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5. Recent Developments 
 

Heritage Lottery Funding 
 
5.1 In early February 2015, the Heritage Lottery Fund publicly announced the offer of 

£7.748m of grant aid to The Sill. This is an extremely generous and welcome offer. 
The official grant notification letter has been received as has permission to start. 

 
5.2 The approved purposes of the Heritage Lottery Fund grant are: 
 

• Construct a National Landscape Discovery Centre and youth hostel where people 
can learn about the natural heritage of Northumberland acting as a gateway to 
Northumberland National Park 

• Enable more people to understand, value and contribute to the conservation of the 
heritage of the Northumbrian landscape; 

• Facilitate diverse audiences to discover and experience the landscapes of 
Northumberland; 

• Develop an interactive exhibition telling the story of landscape and deliver a 
programme of temporary exhibitions; 

• Engage people with natural heritage through an extensive programme of formal and 
informal learning activities and training; 

• Run a programme of volunteering opportunities totalling 12,200 volunteer person 
days over the 5 year development phase; and 

• Improve the setting of the vallum in the context of a World Heritage Site 
 

5.3  Additional conditions include: 
 

• NNPA need to provide a ‘charge’ over The Sill (the property) as security for any 
sums which may become due; and  

• The charge against the property must be registered with the Land Registry within 28 
days. 
 

5.4  The grant offer will be supported by a more detailed contract which is being discussed 
with the Heritage Lottery Fund regional team on Monday 16th March 2015. Any 
significant updates will be given to the members of the Authority at the meeting on 18th 
March 2015. 

 
Northumberland County Council Funding 

 
5.5 In January 2015 the National Park Authority agreed to accept a combined grant and 

loan of £2m from Northumberland County Council for The Sill towards the capital 
elements of the project. This includes a grant of £500,000 which can be received in the 
financial year 2015/16 and an interest free loan of up to £1.5m to cover the cashflow 
requirements of The Sill for the period 2015/16 to 2018/19. The loan can be drawn 
down quarterly in advance. 

 
5.6 The practical details are that the grant is simply that – a grant. The only significant 

conditions for the grant are that the Authority maintains ownership of The Sill for the 10 
years following capital completion and the asset is used for its original purposes. This 
is a generous offer and will be applied for in early 2015/16 to help finance the first 
year’s development of The Sill including final design, new electricity supply, 
demolitions and site preparation work. 

 
5.7 The loan will be used to cover the cash flow needs of The Sill. The loan is needed to 

cover a working capital funding gap and help finance the project’s cashflow. The need 
for working capital funding arises because some of the grants (such as the Heritage 
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Lottery Grant) have to be claimed in arrears. The construction part of The Sill project is 
more than twice the Authority’s turnover. The loan combined with the Authority’s own 
cash balances, means the cash flow management of The Sill will avoid creating 
negative impact on the Authority’s financial standing or a detrimental impact on the 
Authority’s wider work programme. 

 
5.8 The key details of the loan are: 

• 0% interest; 
• That public investment at The Sill does not create unfair competition – referred 

to as ‘State Aid’ compliant; 
• Drawdown based on estimated need each quarter and adjusted the following 

quarter; 
• The amount loaned to be safeguarded by the Authority offering capital assets 

up to the loan value as assurance; 
• The Council do not require The Sill building as assurance but do require that 

were the Authority to use The Sill as assurance in the future then the County 
Council should be notified in advance; 

• The loan is only applied to capital expenditure; and 
• If at the end of loan some or all of the loan remains unpaid, the County Council 

has offered to convert the outstanding sum into a 30 year loan at the interest 
rate of the public works loan board plus currently (3.4%) plus 0.5%. 
Alternatively, the Authority could take out a public works loan thus removing the 
need to identify capital assets as assurance and simply pay the loan interest 
rate i.e. without a 0.5% surcharge. 
 

5.9 Specialist legal advice has confirmed that the County Council’s investment (like that of 
the Heritage Lottery Fund and other public funding) is State Aid compliant and can 
proceed with prior approval or notification from the European Commission. 

 
Arts Council England 

 
5.10 In January 2015 the Authority received an offer of £50,000 for what is planned to be 

the first of a three year programme of arts activities associated with The Sill project. It 
is proposed the Arts Council funding will be matched by legacy funds gifted to the 
Authority in the recent past. The legacy funding was left from a person who has a long 
and active association with crafts and arts in Northumberland and this art project is 
seen as a particularly appropriate use of this legacy. 

 
5.11 Two members of the Authority (Cllr Val Gibson and Mel Whewell) are involved 

alongside staff in a small group which is steering the work of this project, assisted by 
external expert Mr Peter Sharpe. 

 
5.12 In order to receive the Arts Council funds the offer had to be accepted in February 

2015. Members are asked to endorse the decision of the Leadership Team to accept 
the grant offer. 

 
6. Next Steps 
 
 Next Steps: Funding Gap 
 
6.1 The current funding gap for the 5 year Sill project (capital and revenue) stands at 15% 

or £2.1m. The fundraising plan is to raise half of this from public sources such as the 
North East Local Enterprise Partnership and the Rural Development Programme for 
England in the next 12 months. The other half is intended to come from philanthropic 
sources over the 5 year lifetime of the project. The Fundraising Plan is to ensure that 
the 15% funding gap is reduced to a 5% funding gap in August. 
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6.2 The development of The Sill falls into 3 distinct phases. 
  
 Phase 1 Capital Design. Final Design, land and service assembly – this phase needs 

to begin by April 2015. It involves re-engaging the architects, engaging a construction 
company to compile the final design and costed work packages. Committing to this 
stage does not financially commit the Authority to the construction phase. 

 
 Phase 2 Activities Programme – this needs to gradually build up its development 

over the summer including appointing new staff. The HLF funded part of the 
programme will be subsidised for 5 years and the level and type of activity can be 
adjusted each year to fit the income and expenditure circumstances. 

 
 Phase 3 Capital Build - the main construction and fit-out phase. This will needs to be 

commissioned in August 2015 on completion of phase 1. It will only begin if there is a 
high degree of cost certainty within parameters agreed by the Authority. 

 
6.3 The first phase of the project is fully funded. The second phase of the project is also 

funded to enable the Activities Programme to start and progress. The costs for the 
capital phase remain uncertain although there is a high level of confidence in the 
current estimates. This final phase cannot be considered fully funded until there is 
greater cost certainty which will be known in August 2015. The costs (including 
financial spend and commitments) of developing the project to the point when greater 
cost certainty is known is estimated at no more that £1m or 7.5% of the project. These 
costs are covered by grant offers to date. 

 
 Next Steps: Construction 
 
6.4 In order to ensure The Sill project is completed on time and within cost the Authority 

and its advisers have been seeking a main contractor to finalise the design, assemble 
a team and complete the main building of The Sill to enable a public opening in June 
2017. The tendering process was of a scale which required full adherence to European 
tendering rules. The results of this process form part of a commercially sensitive paper 
later on in the agenda. The construction process is for a two stage appointment, with 
the preferred main contractor being apppointed in March to complete the design phase 
with the Authority and provide a fixed price for the main contract in August 2015. The 
second phase of the contract will then be let with a handover of the completed building 
planned for March 2017. This then provides for a 3 month period for fitting-out the 
building prior to planned opening in June 2017. 

 
6.5 At this stage the value of the main contract is commercially sensitive and is discussed 

elsewhere on this meeting’s agenda. The Authority is recommended to treat this figure 
as commercial in confidence until the final contract is let in August 2015, otherwise 
securing best value from the public’s funding would be at risk. Members are asked to 
plan for a special meeting in August to determine the final phase of the construction 
contract in light of greater cost and income certainty. 

 
Next Steps: Governance 

 
6.6 The Sill could not have been developed to such a successful position if decision 

making had been made through the main board of the Authority due to resource 
implications, time deadlines and the need for speed and separation of decision making 
processes. Members are advised that The Sill Project Board should be continued, with 
a revised Terms of Reference (see Annex 1) and to maintain the existing membership 
until the Annual Meeting in June when members can refresh the membership and 
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refine the Terms of Reference of The Sill Project Board alongside wider governance 
and decision making processes for The Sill. 

 
6.7 Due to their scale of their potential impact, a number of key decisions need to be taken 

by the full National Park Authority membership at today’s meeting and also in June 
and at a special meeting in August 2015. These decisions are shown in outline in 
context of the overall programme of works for The Sill in Annex 3.  

 
Essentially the Authority will be asked to: 
 
• Take a number of decisions to further develop the project at today’s meeting; 
 
• In June to set new governance arrangements following discussion with the 

Heritage Lottery Fund and the YHA, determine arrangements for temporary 
service provision and accommodation once the site is decanted, and agree the 
details of the land assembly package; 

 
• In August to receive the final cost estimate for the capital build contract stage 2, 

review the likely costs and take a decision on whether and when to proceed in 
light of the cost estimates, risk assessment and the updated funding position. 

 
6.8 At regular intervals (quarterly) the Authority will be informed of progress of The Sill and 

be appraised of any significant changes in the Strategic Risk Register both for the 
project and its potential impact on the core work of the Authority. 

 
6.9 Members are advised that either this meeting or the June Annual Meeting would be an 

appropriate time to consider appointments to the Sill Project Board in light of the skill 
sets required to complete the revised roles identified for the Sill Project Board in Annex 
2 of the report.  

 
Next Steps: Staff and Key Advisers 

 
6.7 Whilst the main construction work is progressing, the Authority needs to start the 

development of the Activity Programme. The outcomes of the Activity Programme will 
be critical to the success of the initiative and this process will receive significant 
investment over the 5-year period from the Heritage Lottery Fund’s grant.  

 
6.8 To enable this to progress effectively, the Authority will need to appoint key staff such 

as The Sill Project Manager and two new events officers. Equally importantly will be 
the development of effective partnerships with education institutions, training bodies, 
volunteer organisation and private sector businesses. This work will start in the Spring 
of 2015 and have effectively 5 seasons of development and refinement assisted by the 
one-off Heritage Lottery Fund grants aid. The aim is to create an ongoing activity 
programme of 1,340 events per annum from 2019/20, at The Sill and across the 
region, with an annual audience of over 30,000. 

 
6.9 Timely development of the construction phase necessitates that a number of planning 

conditions are discharged and that the design is finalised to a high degree of detail. 
This will require the re-appointment of the design team (architects, planning 
consultants, quantity surveyor, interpretative designers), continuing engagement of the 
programme management team and new appointments for other specialists advisers 
including archaeological and ecological advisers. 
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Next Steps: Partnerships 
 
6.10 The Sill will reach its maximum potential if it becomes a true partnership initiative. In 

the short-term practical partnership working is taking place with the Highways Authority 
(Northumberland County Council) and the local parish councils to improve issues of 
safety regarding the roads next to The Sill. 

 
6.11  Many education bodies (local schools to international research bodies in national 

universities) are keen to form partnerships with The Sill. In addition, key regional and 
national partners including the National Trust and Northumberland Wildlife Trust are 
looking to directly assist in running elements of the Activity Programme. 

 
6.12  There is substantial business interest in The Sill. This comes from businesses looking 

to work from The Sill business hub, run activity events, become sub-contractors for the 
main construction company, provide goods and services to be used and sold at The 
Sill and through The Sill’s region-wide programme. 

 
6.13 The Youth Hostels Association (England and Wales) are the key partner who have 

enabled the successful development of The Sill. They will be actively involved in 
completing the design of the building, linking into and supporting the Activity 
Programme and working to find other added value benefits from The Sill. 

 
7. Business Plan 
 
7.1 There are two discrete phases for The Sill Business Plan. The first is during the 5-year 

HLF funding period (2015/16 to 2019/20) when the development of The Sill activities 
receive significant financial support. This is part of the approved HLF application 
submitted in October 2014 and updated in January 2015. During this period the Plan 
will be adjusted to fit the level of external financial support received. Therefore this is a 
low risk phase for the Business Plan and will be closely monitored by staff, board 
members and the key funders - the Heritage Lottery Fund. 

 
7.2 The critical part of the Business Plan is during the second period when the Authority is 

managing The Sill without ongoing external financial support. The Business Plan has 
been developed for a period of 7 years following the end of HLF financial support 
(2020/21 to 2026/27). The Business Plan has a natural progression from the 
development phase of the project and thus it will be adjusted from lessons learned 
during the 2015/16 to 2019/20 period. 

 
7.3 Many months of research and testing of assumptions plus external advice from 

partners and professional experts have been used to develop a robust Business Plan 
of income and cost estimates for The Sill. Much of the detail is commercial and in 
confidence and its detailed disclosure to the public would limit the Authority’s ability to 
gain best value from contract negotiations. The general implications of The Sill’s 
Business Plan are discussed and several worst and best case scenarios have been 
used to provide an average position and a range of outcomes. 

 
7.4 The key principles of the Business Plan are: 
 

• the net cost of The Sill, which will generate transformational sized improvements 
in services, will on average cost no more than the current modest operation on the 
Once Brewed site; 

• The Sill will also be free at the point of entry – it will not be a paid attraction; 
• the focus of the offer, including accommodation, will be on supporting education 

and training activities; 
• to support local produce, craft, heritage and countryside activity businesses; and 
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• provide an ongoing high quality experience for all visitors. 
 
7.5 The Business Plan has several income streams. Some of the income streams offer 

guaranteed fixed income steams, other income streams will varying according to 
numbers of visitors, others will vary due to general economic climates and others will 
be dependent on establishing long-term relationships with different markets (for 
example business accommodation, universities, out-of-region visitors and catering) 
and building a strong brand awareness. Thus the mix of income streams means the 
Business Plan’s risk is spread across many independent variables. 

 
7.6 The main income streams include: 
 

• Retail income – direct sales and franchise sales; 
• Education activities; 
• YHA hostel rent; 
• Sponsorship and advertising; 
• Training activities; 
• Public events and visitor activities; 
• Third party commissions; 
• Room hire; 
• Car parking; 
• Renewable energy incentives; 
• Catering; and 
• Business hub rents. 

 
 It is anticipated that other income streams will be developed during the first ten years 

of operating The Sill. 
 
7.7 The main costs of operating The Sill include: 
 

• Staff; 
• Volunteering; 
• Maintenance (building, grounds and interpretation displays); 
• Services; 
• Marketing and Promotion; and 
• Energy costs. 

 
7.8  The Business Plan is based on a base case of 100,000 visitors and a medium set of 

assumptions for income and costs. The base case was expanded upon to test the 
implications of the Business Plan should there be 80,000 or 120,000 visitors per 
annum and also under low income and cost scenarios and high income and cost 
scenarios. 

 

 

Average of Scenarios £77,300

Low Medium High

120,000 £62,600 £152,400 £240,200

100,000 -£2,600 £60,100 £123,200

80,000 -£45,700 £13,700 £91,800

Table 1. Average Annual Contribution

Income and Cost Scenarios

Number of Visitors
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7.9 Table 1 shows that over the seven years after the end of HLF funding The Sill 
Business Plan would generate £60,100 of net income under the base case scenario. 
Using an average of the scenarios produces a slightly higher figure of £77,300 of net 
income. Both ‘averages’ show that the current net contribution of £60,000 would fall 
near to £0 or produce an average net surplus of £17,700 per annum. Thus, 
demonstrating that The Sill is likely to be able to operate without the existing National 
Park Authority cash contribution of £60,000 per annum. 

 

 
 
7.10 Table 2 shows the range of impacts the scenarios could have on the National Park 

Authority’s financial balances for the total of the seven years following the ending of 
HLF funding. This shows that at the base case and at the average of all the scenarios 
position the Authority should expect to see a healthy improvement in its balances of 
between £420,900 and £541,100. Under the worst case scenario the Authority runs 
the risk of needing to find an additional £319,600 to support its financial position. 
Under the best case scenario The Sill will generate additional balances of £1.68m after 
seven years. 

 
7.11 These scenarios were explained to members in a detailed briefing meeting. The only 

change to the figures has been an adjustment to the car parking income estimates 
following detailed negotiations with the National Trust in late February 2015. 

 
7.12 This financial risk analysis shows that on average The Sill will produce net benefits for 

the National Park Authority compared to the current position. The annual swings from 
worst to best case scenarios can be accommodated from within the Authority’s overall 
budget plan. The long-term implications of either of the extreme positions (worst case 
and best case) would require the Authority to make adjustments to its financial plans. 
Such adjustments are modest when compared with the past and possible future 
changes to core government funding of the National Park Authority. 

 
8.  Financial Planning Implications 
 
8.1 The actual development phase of The Sill produces a different set of financial 

challenges. The key issue is managing the cashflow implications of the sizeable capital 
investment. The Authority is unable to manage the cashflow impact from within its own 
resources.  

 
8.2 The Authority’s sponsoring department (DEFRA) has declined to provide additional 

cash flow assistance. The YHA have offered to defer their receipt of payment of the 
land sale until after the financial completion of the main building contract subject to the 
Authority providing assurances in the form of fixed assets. The Heritage Lottery Fund 
have offered to enable to Authority to draw down the HLF grant more frequently than 
the normal three monthly intervals. However, this still leaves a cashflow issue. 

 
 

Average of Scenarios £541,233
Low Medium High

120,000 £438,300 £1,067,100 £1,681,400

100,000 -£18,200 £420,900 £862,600

80,000 -£319,600 £96,000 £642,600

Table 2. Cumulative Impact on Reserves 7 Years After HLF Funds End

Income and Cost Scenarios

Number of Visitors
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Table 3 – Sill Project Cash Flow and impact on Authority Cash Balances 

£000’s 
 
2015/16 

 
2016/17 

 
2017/18 

 
2018/19 

 
2019/20 

Total Sill Project Costs  2,591.7 6,898.2 1,389.7 566.1 468.4 
      

Sill Activity Income 34.0 74.2 159.0 234.4 312.3 

Sill Grant Income Confirmed 2,165.8 4,190.4 1,354.9 428.1 774.8 
Sill Grant Income not Confirmed  600.0 1,440.0 146.2 - - 
Northumberland Loan - 1,050.0 (300.0) (750.0) - 
Total Sill Project Funding  2,799.8 6,754.6 1,360.1 (87.5) 1,087.1 
      
Sill Project Cash Flow In / (Out)  208.1 (143.6) (29.6) (653.6) 618.7 
      
Sill Operating Income - - (170.2) (89.8) (43.7) 
Once Brewed Cost Savings - - 60.0 60.0 60.0 
HLF Operating Funding Support - - 138.4 77.8 30.2 
      
Sill Operating Cash Flow In / (Out) - - 28.2 48.0 46.5 
      
Sill Total Cash Flow In / (Out) 208.1 (143.6) (1.4) (605.6) 665.2 
      
Sill Cumulative Cash Bal. In / (Out) 208.1 64.5 63.1 (542.5) 122.7 
 
 
8.3 Table 3 shows the impact on the National Park Authority’s cash flow position after 

Northumberland County Council’s loan has been applied. Providing The Sill project is 
fully funded and cost overruns can be contained within the contingency allowances, 
there will be no overall impact on the Authority’s reserves; however there may be 
some annual movement in reserves depending on the achievement of grant 
milestones and the actual payment of grants. 

 
8.4 Assuming The Sill Project is fully funded there is a working capital funding 

requirement, due to costs being incurred in advance of grant payments. The working 
capital requirement can be funded by the interest free loan being offered by 
Northumberland County Council. The above cash flow shows £1,050,000 of working 
capital would be required by the end of 2016/17, just prior to the practical completion 
of the building. 

 
8.5 With the Northumberland County Council’s interest free loan facility needing to be 

repaid one year after practical completion the overall project cash forecast shows a 
working capital funding requirement of £542,500 at the end of 2018/19; this is due to 
the HLF holding a 10% grant retention until the project is completed in 2020/21.  It is 
proposed that this balance is funded from the Authority’s own cash balances as shown 
below extract from Table 11 (Item 2) the Authority’s Medium-Term Budget Plan. 
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£000’s 
2013/14 
Approved 

 
2014/15 

 
2015/16 

 
2016/17 

 
2017/18 

      

Budget Unallocated Reserves  1,891.2 1203.2 975.1 934.3 909.4 
Sill Earmarked Reserves  900.0 745.5 745.5 745.5 745.5 
      

Total Unallocated Reserves 991.2 457.7 229.6 188.8 163.9 
 
8.6  This financial profiling demonstrates that the Authority’s cashflow requirements are 

most effectively managed by the Authority holding prudent reserves over the medium-
term and accepting the County Council’s loan. 

 
9. Strategic Risk Analysis 
 
9.1 The risk of The Sill impacting on the rest of the Authority (financially and in terms of the 

corporate work programme) is part of the Strategic Risk Register which accompanies 
the Corporate Plan. The key areas of risk to manage are: 

 
• Internal capacity to manage the build phase and then the operational phase of 

The Sill; 
• Impact on the core business of the National Park Authority; 
• Ensuring the team developing The Sill have the right skills; 
• Maximising the benefits from partnership working without compromising the 

integrity of The Sill’s main aims. 
• Having contingencies in place should key partners become less involved in The  

Sill than planned; 
• Ensuring that key staff are supported and any vacancies are filled immediately; 
• Timely and accountable decision making process; 
• Effective communications within the organisation, to and from partners and with 

key external audiences. 
• The Northumberland National Park Charitable Foundation is not approved by the 

Charity Commissioners, or approval is delayed beyond the 1st July 2015. 
 

9.2 In addition, the Sill Project has an extensive project risk assessment which has been 
developed in association with project management specialists, Gardner and Theobald, 
and has been agreed with the Heritage Lottery Fund. This project risk assessment has 
38 risks to be managed of which the highest inherent risks are: 

 
• Discovery of unknown archaeology on-site; 
• Interpretative design does not align with the building design and meet with the 

Client's requirements; 
• Extent of Ground Conditions, below ground drainage and services unknown; 
• A suitable contractor is not selected; 
• Costs exceed available budget; 
• Contingency funding proves to be inadequate; 
• Full match funding is not secured; 
• Disruption to visitor services during the construction phase as the current site 

closes; and 
• YHA are unable to change their national operating standards and the flexibility 

required by The Sill Landscape Discovery Centre. 
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10. Conclusion 
 
10.1 The Sill is the largest project for this or any other English National Park Authority since 

their establishment as stand-alone bodies in 1997. The Heritage Lottery Fund grant 
award is likewise the exception in the National Park family. The report outlines 
maintaining effective elements from the project development phase whilst ensuring 
that all members of the Authority are involved in strategic critical decisions and are 
kept informed of progress at regular intervals.  

 
10.2 The Sill: National Landscape Discovery Centre will be the UK’s first dedicated 

landscape discovery centre. The Sill will form a hub at which extensive learning, 
participation, and research activities will be provided, and it will become a leading 
heritage education facility for landscape, conservation, countryside management, 
leisure, and tourism skills.  

 
10.3 A major purpose of The Sill is to enable the landscapes of Northumberland National 

Park and surrounding Areas of Outstanding Natural Beauty to be opened up to a 
broad range of new audiences, including disadvantaged children, families, older 
people, disabled people and those less confident at exploring natural places. To meet 
this challenge, we have designed a comprehensive programme of interpretation, 
educational and participatory activities that will inspire people to celebrate, value and 
conserve the unique natural and cultural heritage of the landscape. We will provide 
640,400 engagement opportunities during the lifetime of HLF support. 

 
10.4 The Sill will attract more than 100,000 visitors each year to an all-weather and year-

round facility that also offers hostel accommodation, retail facilities and a café. It will 
also deliver substantial economic benefits to the area, including a Rural Growth Hub to 
support the development of rural enterprises, and offer a wide range of volunteering 
activities to strengthen local communities through increased participation 
opportunities.  

 
10.5 The scale of The Sill will transform the impact Northumberland National Park Authority 

can make for the foreseeable future. The affordable business plans means that The 
Sill’s outcomes should be secure from all but the most catastrophic level of cuts in 
core government funding. 

 
10.6 At the strategic level, The Sill will enable Northumberland National Park to be highly 

relevant in the locality, across the region and nationally with specific reference to 
landscape management – the principal purpose of English National Park Authorities. 

 
 
 
 
Contact Officer:  Stuart Evans, Head of Corporate Services 
Telephone:  01434 611527 or e-mail: stuart.evans@nnpa.org.uk 
Background papers: None 
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Annex 1 
 

Northumberland County Council 

The Sill Grant and Loan Terms and Conditions 

 

a. NNPA can commence drawdown of the loan and grant once all the HLF funding for the 
HLF stage 2 offer has been secured.  Drawdown will  be quarterly in advance against 
a capital cash flow which NNPA are to submit and which identifies when The Council’s 
funds will be utilised. Overpayments and underpayments will be adjusted in the 
following quarter’s claim. NNPA will provide an estimated three year Quarterly 
drawdown plan.  The loan and grant is being provided for the development of the 
capital infrastructure and may only be utilised on capital expenditure (as defined in the 
HLF grant offer letter). 

b. The loan and grant is being awarded within Article 53 of the 2014-20 General Block 
Exemption Regulation (GBER). NNPA are responsible for ensuring that the project is 
delivered in compliance with Article 53. NNPA are advised to procure and maintain the 
necessary expertise and resources to deliver the project in accordance with the State 
Aid Law. NNPA agree to maintain appropriate records in compliance of Article 53 and 
agree to take all reasonable steps to assist the Council to respond to any 
investigation(s) instigated in relation to the award of the grant.   

c. NNPA are to provide the Council with financial quarterly capital progress reports which 
cover actual spend v forecast; sources and amounts of match funding applied; 
progress against HLF agreed key milestones and HLF agreed KPI’s.  

d. NNPA are to provide the Council with a 3 monthly update on amounts and sources of 
philanthropic, other private sector  and public sector funding secured in alignment with 
HLF reporting periods.   

e. On completion of the project NNPA are to provide the Council with a final statement of 
capital expenditure showing the individual funding sources applied to the expenditure. 
Should the capital element of the project look as though it may result in a surplus, 
NNPA will alert the Council. In the event that there is a funding surplus (actual capital 
income greater than actual capital costs) the Council reserves the right to recover 
grant on a proportionate basis to be calculated on the respective investment made by 
funders to the project. The level of investments will be determined upon financial 
completion of the project. 

f. If The Sill ceases to be used for its original purpose as a national landscape discovery 
centre within a period of 10 years from practical completion the Council at its discretion 
maintains the right to recover outstanding loan and grant up to the total paid. 

g. Within a period of 10 years from practical completion NNPA is to obtain the Council’s 
permission prior to entering into a legal charge on The Sill or transferring the 
ownership of The Sill to another organisation. If NNPA default on this clause the 
Council may at its discretion recover part or all of the loan and grant. Following 
completion of the capital scheme NNPA is to provide the Council 6 monthly reports 
that detail the number of job created by the scheme.  This will cease after 3 years from 
practical completion of the capital works.   
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Specific Loan Terms and Conditions 

 

a. Maximum loan value of £1,500,000. 

b. NNPA will repay to the Council any outstanding monies owed in respect of the loan 
one year following practical completion of the capital scheme.  NNPA may repay the 
Loan in whole or in part at any time prior to the end of the loan term. In doing so 
NNPA will give the Council no less than 5 working days notice. 

c. The loan interest rate will be 0% until one year following the practical completion of 
the capital scheme. 

d. If the loan is not fully repaid within one year following practical completion of the 
capital scheme the outstanding value will be converted to a 30 year loan. 

e. The 30 year loan will attract interest at the rate of the Public Works Loan Board 
(PWLB) annuity rate on the day for a loan period of 30 years plus a risk margin of 
0.5%.     

f. Principal and interest on the 30 year loan will be repaid every 6 months on or before 
31 March and 30 September.  The Council will issue NNPA a repayment schedule.  
NNPA may repay the Loan in whole or in part at any time prior to the end of the loan 
term. 

g. The loan is to be secured against the assets of NNPA.   The maximum value of 
security required is £1.5 million plus outstanding interest. 

h. If NNPA fail to meet any of the scheduled loan repayments they will be charged a 
default interest charge of the Bank of England Base Rate plus 4% and the Council 
would exercise its legal charge over the NNPA assets 
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Annex 2 
 
 
The Sill Project Board Terms of Reference 
 
 
To oversee the development and operation of The Sill: National Landscape Discovery 
Centre 
 
Management of strategic relationships with key external partners. Provide public and internal 
leadership for The Sill Project. All members acting as champions for The Sill Project. 
 
Set, monitor and, where necessary, make major adjustments to the: 

• Management and Legal Agreements between Partners; 
• Business Plan; 
• Communication and Engagement Plans;  
• The overall Fundraising Strategy; 
• Final design and capital build; 
• Development and performance management of the Activity Programme; and 
• Financial planning. 
•  

Amend the final design and conclude the appointment details for the main construction 
contract. Ensure the project shapes and influences organisational objectives.  
Determine major changes to the project, which impact on quality, timescales and budget.  
Assist with resolution of strategic level project issues and oversight of strategic risks 
 
Membership 
 
Total membership 5 
 
Chairman of the Authority and four members 
to include at least one member from the following:  

- County Council 
- Parish Council 
- Secretary of State 

  
Quorum  3  
 
Term of Appointment Annually (No minimum or maximum term) 
 
Also in attendance: 
Chief Executive Northumberland National Park Authority 
Head of Property Youth Hostels Association (England and Wales) 
 
Meets as and when required 
 
Note: In the event of planning matters being submitted with respect to this project The Sill 

Project Board members must declare an interest and take no part in that decision. 
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Annex 3.  
Outline Programme for the Sill showing Key Dates for Member Decision Making 

 
 

2014/15
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Receive HLF Funding 02-Feb

Re-engage design team 18-Mar

Appoint Stage 1 Main Contract 18-Mar

Operate Temporary Governance 18-Mar

Secure Council Loan and Grant 18-Mar

Charitable Foundation Established 31-Mar

Operate new governance 17-Jun

Appoint new staff

Complete Pre-commence Planning Conditions 30-Jul

Land Assembly 17-Jun 30-Jul

Secure Local Enterprise Funds 01-Aug

Decant Once Brewed & Relocate to Walltown 17-Jun 01-Sep

Decide to move to Stage 2 of Contract 12-Aug

Demolition 21-Sep

Main Construction Build

Handover for Fit-out 24-Apr

Opening 22-Jun

Official Launch tbc

Key
Decision by NNPA Authority Board
Period of the activity
Includes date where appropriate

2015/16 2016/17 2017/18Key Milestones for the Sill
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