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Item 4:  MEDIUM TERM BUDGET UPDATE, TREASURY MANAGEMENT and 
DISCRETIONARY PENSION POLICIES REPORT 

Purpose of the Report 
 
1.1  This report updates the Authority on changes to the three year Medium Term Budget 

and requests Treasury and Pension policy approvals.    

2.  Recommendations 

2.1 The Authority is recommended to: 
 
a) note the contents of the report; and 
b) approve the 2013/14 budget carry forwards of £220,800 detailed in 

paragraph 4.0 of this report; and 
c) approve the transfer of £3,800 to the visitor centre earmarked reserve 

detailed in paragraph 5.4 of this report; and   
d) approve the Investment Strategy for 2014/15 detailed in section 6 of this 

report including the continued use of Nat West bank as detailed in 
paragraph 6.9; 

e) approve the discretionary pensions policies detailed in Appendix 2 this 
report; and 

f) discuss changing the terms of reference of the Finance and Audit Group as 
detailed in Appendix 3. 

 
3.  Implications 
 
3.1 Financial 
 
 After proposed budget carry forwards of £220,800 and a £3,800 transfer to 

earmarked reserves the 2013/14 outturn has returned a modest but favourable 
£34,900 to unallocated reserves.  

3.2 Equality 
 

There are no equality implications in this report.  

4. Medium Term Budget Update, including 2013/14 budget carry forwards  
 
4.1  A summary of the proposed changes to the three year Budget Plan are detailed 

below: 

Table 1: Three Year Medium Term Budget Plan – Proposed Changes 

Budget Deficit 2014/15 2015/16 2016/17 
March 2014 Authority Meeting 269,500 62,600 29,600 
Approved pull forward of SDF Budget 40,000 (40,000) - 
2013/14 Budget Carry Forwards 220,800 - - 
Revised Budget Plan 530,300 22,600 29,600 

 

4.2 At the March Authority meeting it was agreed that the SDF budget in 2014/15 should 
be increased by £40,000 by pulling forward part of the 2015/16 budget in order to 
provide funds for the SDF Panel to approve projects during the year. 
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4.3 The only other budget change impacting on the overall Budget deficit is the carry 
forward of budgets totalling £220,800 from 2013/14 highlighted in Item 2.1. The 
budget carry forwards requiring approval are shown in paragraphs 4.4, 4.5 and 4.6. 

4.4 Operating Budget carry forwards of £162,900 are detailed below for approval.  

Table 2: Operating Budget Carry Forward Requests from 2013/14 

Corporate Services: £83,000 
Web Development  – delay due to member of staff leaving 
Training – social media and income generation 
IT – improved internet connectivity & infrastructure 
Research – Branding and income generation consultants 
Repair and Maintenance – refurbishment works at Eastburn 
Operations: £62,900 
Staff Bursary – funded by Traditional Boundaries Award   
Conservation works – delayed due to wet weather   
Signs Maintenance – balance c.fwd to mitigate V.Centre closures 
Information Points - balance c.fwd to mitigate V.Centre closures 
Housesteads Car Park - capital works delayed 
Holiday Fellowship footpath work – nil impact £1,700 income & cost  

 
20,000 
18,000 
10,200 
21,600 
13,200 

 
2,000 
3,700 
2,500 
4,000 

50,700 
- 

Planning and Communities: £14,800 
Housing Strategy – approved by late in the financial year 
Neighbourhood Planning – balance of grant not spent 

 
10,000 
4,800 

Programmes and Conservation: £2,200 
Good Nature Fund – Balance of unspent funds  

 
2,200 

Total Operating Budget carry forward requests  £162,900  

 
4.5 Net Project Budget carry forwards of £53,000 are detailed below for approval.  
 

Table 3: Approved Net Project Carryover Requests from 2013/14 
 

 Projects: £53,000 
Cheviot Futures Phase 3 – balance of unspent budget 2,200 
The Sill Phase 1 – balance of unspent budget 24,100 
The Sill Green Roof Trials – balance of unspent budget  8,100 
Philanthropic Fund Raising – balance of unspent budget 1,500 
Dark Skies – budget to fund phase 2 with partners 20,000 
Rural Enterprise Hub – delay in capital works due to planning 31,100 
HV Nature Farming - reduce 14/15 budget due to net overspend (1,900) 
SDF – reduce 14/15 budget due to overspend (32,000) 
Other - small net carry forwards less than £1,000 (100) 

Projects Net Budget carry forward requests  £53,000  

 
There are a number of fully funded grant projects where the proposed cost and grant 
income carried forward are in balance; these have not been detailed above as there 
is no overall impact on the 2014/15 Budget deficit and the work has to be undertaken 
to meet grant funding conditions. 
 

4.6 There was a balance of £4,900 on the Unapproved Projects Budget at the end of 
2013/14, approval is sought to carry forward this budget into 2014/15.  
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4.7 A further £9,500 of income generation actions have been confirmed in the 2014/15 
Budget since March. After taking into account confirmed and identified actions 47% 
of the full year target of £80,000 for 2014/15 has been achieved.  

 
5. 
 

Budget Reserves 

5.1 The impact of the above changes on the level of General Reserves agreed at the 
March 2013 meeting is an ongoing increase of £38,700 to £1,757,500. 

 
5.2 The reserves approved in March included £99,500 of anticipated budget savings, 

actual savings at year end were £4,900 higher (as detailed in Item 2.1) and these 
have been returned to general reserves.  

5.3 The legacy received in 2013/14 has increased general reserves by £30,000. The 
legacy had no specific conditions attached and therefore has had to be treated as 
income in 2013/14, however the intention is to use the money to fund a specific 
project that reflects the interests of the deceased and her husband (who was a 
former NNPA volunteer ranger). A further sum of circa £15,000 is anticipated during 
2014/15 when the balance of the estate is settled. 

5.4 Approval is sought to transfer savings of £3,800 on visitor centre refurbishment in 
2013/14 to the earmarked reserve specifically set up to cover this type of 
expenditure. There are no other changes to earmarked reserves.  

6.    Treasury Strategy 2014 /15 
 
 Background 
 
6.1 In June 2012 the Authority, in accordance with the Chartered Institute of Public 

Finance and Accountancy (CIPFA) Code of Practice for Treasury Management in 
Public Services (the Code), formally adopted a revised Treasury Management Policy 
Statement; and Treasury Management Practices (TMPs).  

6.2 There have been no changes to CIPFA’s Code of Practice for Treasury Management 
that require the Authority’s policies to be changed. 

6.3 The Treasury Management Policy and Practices allow deposits to be placed with UK 
high-street Banks and Building Societies with an AAA to A- rating. Any funds 
deposited must not be placed for a period greater than 2 years. 

6.4 The investment strategy and actions proposed below was reviewed by the Finance 
and Audit Group on the 21st May and are now recommended for approval.      

Investment Strategy 

6.5 The investment strategy for the year continues to be based on four key objectives: 

• To balance the funds invested across all three lenders and not to invest over 
£1m in any one bank, unless there is a clear interest rate advantage to do so.  

• Ensure sufficient funds are kept in on Demand accounts to meet any 
unexpected cash flow requirements. 

• Manage interest to achieve the £24,000 Budget target. 
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• Review other high street banks (every 3 to 4 months) to ensure Barclays, 
National Westminster and Santander remain competitive 

6.6  The Authority will remain in a strong cash position during 2014 and the first half of 
2015, with expected cash balances of over £2m, as any substantive spend on phase 
2 of the Sill (if approved) would not occur until the second half of 2015. 

6.7 During the past year interest rates have continued to decline. Rates on 12 month 
deposits have declined from 1.4% to below 1.0%, with the exception of Santander 
who are offering 1%. Slightly higher rates are available with higher risk banks such 
as the Co-op, who are offering 1.2% on 12 month deposits, but these are not 
recommended. 

6.8 The credit ratings for Barclay’s, National Westminster and Santander continue to be 
monitored on a regular basis to ensure they remain A- or better. Recently Nat. West’s 
long term credit rating with Moody’s has declined one level to the equivalent of B+ 
(Baa1) which is below the level required by the Authority’s Treasury policies. 
Standard & Poor and Fitch have maintained a rating of A-. Moody’s reason for the 
downgrade is they have concerns about the execution of the banks long term 
strategy and the removal of government support in the longer term. The other 
agencies ratings assume continued government support. 

6.9 It is proposed that the Authority continues to use Nat. West in the short term on the 
basis that its parent company RBS continues to have government support and 
continues to have an A- rating with two of the three credit agencies.  

The Members are asked to approve the proposal, which should be reviewed again in 
6 months, or earlier if any of the three credit agencies downgrade their current 
ratings. Note the funds invested with Nat West are all on short term deposit and there 
are no plans to invest deposits for 6 month or longer. 

At the same time other high street banks will be monitored with a view to establishing 
a relationship with a fourth bank should Nat West’s rating decline. 
 

6.10 At the Finance and Audit Group meeting in May 2014 it was advised that;  
 

• the £500,000 on 12 month deposit with Santander which matured on the 22nd 
May should be re-invested in their On Demand Deposit account which pays 
1%, the same rate as their 12 month deposit account.  By having the funds on 
short term deposit the Authority is well placed to take advantage of any higher 
rates that may be offered over the next 12 months. 
 

• the £800,000 that matures with Barclays on the 27th June should be re-
invested with Barclays as a 12 month deposit where the current rate is 0.84%.  
  

• Nat West would continue to be used for fluctuating short term deposits as 
their rate of 0.5% is higher than the Barclay’s equivalent of 0.38%. 

 
Based on the above actions the spread of funds invested at the end of June is 
forecast to be Barclays 43%, Santander 40% and Nat West 17%. 

6.11 Based on the actions full year interest receivable in 2014-15 is forecast at £20,000; 
this is £4,000 below the Budget of £24,000. Opportunities to improve this position will 
continue to be monitored. 
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7. Discretionary Pension Policies 
 
7.1 The Local Government Pension Scheme Regulations detailed in appendix 1 require 

the Authority to have written policies in place to cover  
 

1. Contributions to the cost of members purchasing additional pension 
2. Flexible retirement 
3. Waiving actuarial reductions in pensions due to early retirement 
4. Awarding additional pension 

 
7.2 The Authority is requested to approve the policies detailed in appendix 2.  
 

In summary the proposed policies state that the Authority would not normally agree to 
requests which increase its pension costs however the Authority does retain the right 
to agree to such requests where it is in the financial and managerial interest of the 
Authority to do so. 
 

8. Governance 
 
8.1 Members are asked to consider a request from the Finance and Audit Group and the 

Chair of the Income Task and Finish Group to change the terms of reference of the 
Finance and Audit Group to include a review of the Income Generation Plan; the 
proposed changes are detailed in appendix 3.  If the proposed changes are approved 
the Income Generation Task and Finish Group would end. 

 
9. Conclusion 
 
9.1 There is no material change in the Medium Term Budget as a result of the changes 

and approvals detailed in the report.  
  

Contact Officer: 
For further information contact Gordon Allan, Finance Manager on 01434 611504 or 
e-mail: gordon.allan@nnpa.org.uk 
 
Background papers  
None 
  

mailto:gordon.allan@nnpa.org.uk�
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Appendix 1 
 

Local Government Pension Scheme Regulations                    
 
The following is an extract from the Local Government Pension Scheme Regulations 
 
60. (1) A Scheme employer must prepare a written statement of policy in relation to the 
exercise of its functions under regulations –  
 

(a) 16(2)(e) and 16(4)(d) funding of additional pension; 
(b) 30(6) (flexible retirement); 
(c) 30(8) waiving of actuarial reduction; and 
(d) 31 award of additional pension. 

 
(2) Each Scheme employer must send a copy of its statement to each relevant administering 
authority before 1st July 2014 and must publish its statement. 
 
(3) A body required to prepare a statement under paragraph (1) must: 

(a) keep its statement under review; and 
(b) make such revisions as are appropriate following a change in policy. 

 
(4) Before the expiry of a month beginning with the date any such revisions are made, each 
Scheme   send a copy of its revised statement to each relevant administering authority, and 
must publish its statement as revised. 
 
In response to the above regulations the draft Employer Statement of Policy in Appendix 2 
below has been included for Authority approval.  
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Appendix 2 
 

Northumberland National Park Authority 
 
The Local Government Pension Scheme (LGPS) 
 

Draft Employer Statement of Policy 
 
Introduction 
 
The regulations governing the LGPS require all employers who participate in the scheme to 
produce a policy setting how they will apply certain discretions which are available to 
employers under the rules of the scheme.  
 
The following information sets out how Northumberland National Park Authority will apply 
these discretions. 
 
Employer contributions towards the cost of purchasing additional pension 
 
The regulations governing the LGPS allow scheme members to purchase additional 
pension. Further to this, the scheme rules allow employers to contribute towards the cost of 
purchasing such additional pension if they so wish. 
 
Policy - The employer will not normally contribute to the cost of purchasing such additional 
pension. However, the employer does reserve the right in exceptional circumstances to 
contribute towards the cost of purchasing such additional pension where it is clearly in the 
financial and managerial interests of the organisation to do so. 
 
Granting flexible retirement 
 
The regulations governing the LGPS allow an employer to agree to an employee, aged 55 or 
over, reducing their hours of work, or moving to a lower graded job and starting to receive 
their pension. Where a person is granted the early payment of their pension in these 
circumstances (i.e. the pension is paid before the scheme’s normal retirement age) the 
pension would be subject to an actuarially assessed reduction. 
 
Policy - The employer will consider each request for flexible retirement on its merits and will 
only agree to grant such retirement where it can clearly be established that granting such 
retirement would be in the financial and managerial interests of the organisation. 
 
Waiving actuarial reductions 
 
Where a person retires early (i.e. before the scheme’s normal retirement age) their pension 
will normally to an actuarial assessed reduction to take account of the fact that the pension 
will be paid for a longer period. The scheme rules do however, allow the employer to waive 
the reductions which would apply to the pension, subject to the employer meeting the cost. 
 
Policy -  The employer will not normally agree to waive actuarial reductions. However, the 
employer does reserve the right to waive reductions in exceptional circumstances where it is 
clearly in the financial and managerial interests of the organisation to do so. 
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Awarding additional pension 
 
The rules governing the LGPS allow an employer to grant additional pension to an employee 
(e.g. where the employee is to be made redundant) subject to the employer meeting the cost 
which such an additional award of pension would inflict upon the pension fund. 
 
Policy - The employer will not normally award additional pension to employees. However, 
the employer does reserve the right to award additional pension in exceptional 
circumstances where it is clearly in the financial and managerial interests of the organisation 
to do so. 
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Appendix 3 
 
Northumberland National Park Authority  
Finance and Audit Group 
Terms of Reference – Revision in Red / Italics for Discussion 
 
The function of the Finance and Audit Group is to review Finance and Audit issues on behalf 
of the Authority and to recommend changes to the Authority where appropriate. 

 
The aims of the Finance and Audit Group are to: 
 
1. Review financial matters, in accordance with the Authority’s Financial Regulations and 

Financial Procedures and The Accounts and Audit (England) Regulations current (2011) 
and subsequent versions.  

2. To keep under review and recommend changes to the Authority’s Financial Regulations 
and Financial Procedures.  

3. To review financial performance and strategy, including the Medium Term Budget, within 
the context of the Business Plan priorities agreed by the Authority. Review the annual 
Budget and any use of general reserves to be approved by the Full Authority. Review the 
three-year Income Generation Plan.  

4. To review the following items on behalf of the Authority and to recommend changes to 
the Authority where appropriate: 

  a) Treasury Management Policy including borrowing arrangements and the 
investment of any surplus funds; 
b) Pension Scheme funding in line with the Local Government Superannuation Acts 

and associated regulations; 
c) Procurement Policy as laid out in the Standing Orders Relating to Contracts. 

 d) Internal Audit reports and the annual Internal Audit Plan. 
 e) External Audit reports and the annual External Audit Plan.  
 f) Annual Statement of Accounts before submission to the Authority for approval 
 
Membership 
 
Total Membership 7  
 
 
Members        4 (1 to be Chairman) 
Head of Corporate Services  1  
Finance Manager (currently a job share post) 2 
 
(Can call in the Chief Executive and additional Officers / Auditors / Consultants for specific 
detailed advice) 
 
 
Quorum 4 with at least 

2 Authority Members 
 1 Officer  
 
 
Term of Appointment      No minimum or maximum term 
         
         
Meetings to be held 3 to 4 times a year as required  

 


