
            Item 5:  Medium Term Budget Plan 2016/17 to 2018/19 

 
Northumberland National Park Authority  
Meeting: 16 March 2016  Item 5: Page 1 of 9 
 

 Item 5:   MEDIUM TERM BUDGET PLAN 2016/17 TO 2018/19 
 
1.  Purpose of the Report 
 
1.1 This report requests the Authority approves the Budget Plan for the next three years, 

including an increase in its borrowing limits and notes the impact of The Sill project, 
on the Authority’s finances based on decisions taken by members at the 16th 
September 2015 special meeting. 

2.  Recommendations 

2.1  The Authority is recommended to: 

a) Undertake a prioritisation and business planning exercise in 2016/17; 

b) Approve changes to the operating baseline running costs in table 3; 

c) Approve the changed approach to accounting for operating income as 
detailed in paragraphs 6.6 to 6.10; 

d) Note the financial implications of The Sill in table 6; 

e) Approve the Budget Plan for the three years 2016/17 to 2018/19 in table 7; 

f) Approve the Budget earmarked reserves detailed in section 8; 

g) Note the key risks to the Budget Plan detailed in section 9; and 

h) Approve an increase in the Operational Boundary and Authorised 
Borrowing limits as set out in section 10. 

 
3. Implications 

Financial 

3.1 The Budget Plan presented to shows ongoing operating surpluses rising to £168,800 
in 2018/19. The plan is low risk as no income is assumed from either the new income 
generation plan or fundraising activity. Even in this scenario, the impact of The Sill is 
manageable within the medium term plan. 

Equality 

3.2 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’s planned prioritisation and business planning process. 

 

4. Background  

  Defra National Park Grant 

4.1  English National Park Authorities have been provided with a standstill government 
grant for the next four years. This budget settlement is consistent with the Authority’s 
forward budget planning assumptions. In a difficult period for many public sector 
bodies this is a solid platform on which the Authority can build.  

4.2  Defra have confirmed a cash grant increased of 1.7% that provides the following core 
government funding for Northumberland National Park Authority. 
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Table 1 – National Park Grant 

 2016/17 2017/18 2018/19 2019/20 

National Park Grant £2,539,616 £2,583,297 £2,627,730 £2,672,927 

 
4.3 This level of certainty coupled with the new functional power of competency, giving 

the Authority more operating freedom, means the Authority can better plan the future 
direction of the organisation. 

 Financial Strategy 

4.4 The Finance and Audit Group met and discussed the formation of a medium-term 
financial strategy to take the Authority forward in five key areas.  

1. Continue to focus on delivery of the vision and priorities set by the National 
Park Management Plan and members. 

2. Continue our process for driving cost reductions and efficiency savings to 
create headroom for stated priorities. 

3. Continue to shift culture and models of service delivery to support our move to 
a more diversified range of funding sources, making use of our new powers of 
competency. 

4. To deliver The Sill National Landscape Discovery Centre. 

5. To continue our role as an expert and enabling organisation. 

4.5 Now is not the time to rest, but to use the strong budget platform to move the 
Authority to a much stronger model of operation with culture of innovation, 
commercial awareness and performance. 

 

 Establishment Review 

4.6 In 2016/17 the Chief Executive will conclude a full review of the senior management 
structure. Prior to the outcome of this high level review, a number of more tactical 
changes to the staff establishment are being proposed and these matters are 
discussed elsewhere on the Authority’s agenda. These changes relate to the 
following service areas: 

 Forward Planning 

 Estate Management 

 Corporate Support 

 Human Resources 

 Rural Development and Climate Change 

 Visitor Centres and The Sill project 

4.7 None of the suggested budgetary changes have been included in the forward budget 
plan. The net effect of these budget changes on externally financed projects (such as 
The Sill) are assumed to be nil ongoing. The impact of the changes on the Authority’s 
ongoing operating costs are neutral. 

 Capital Projects 

4.8 The annual loan repayments to finance the Authority’s approved save to invest 
capital expenditure at Housesteads car park is included in the operating budget. The 
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Authority planned loan to assist the financing of the Sill project is included with the 
details from the ‘Option 2’ plan agreed by the Authority in September 2015. 

4.9 All other capital investments are assumed to be financed by one-off calls on the 
revenue budget including the replacement heating system at the Head Office, 
Eastburn. 

 

5. Resource Prioritisation 

5.1 The Finance and Audit Group recommend that the Authority commit to a resources 
prioritisation exercise in 2016/17. This exercise will be undertaken at the same time 
as the organisation progresses with key initiatives such as The Sill, income 
generation and fundraising. 

5.2 It is suggested that members set aside a day for a policy conference to review the 
Authority’s vision, priorities and inform a new Business Plan for the 2017/18 to 
2019/20 period. The Leadership Team will work with the Finance and Audit Group to 
develop the material and content of the Prioritisation Policy Conference.  

 
6. Key Budget Assumptions 

 Operating Staff & Related Costs 

6.1 Staffing costs remain the single biggest item in the annual revenue budget and the 
costs assume all staff are in post all year with pay awards at inflation level and full 
account has been taking of known changes to national insurance (£30,000 pa 
additional cost) and other staff on-costs. The estimated staff costs are as follows: 

 Table 2- Operating Staff & Related Costs 

 2016/17 2017/18 2018/19 

Operating Staff & Related Costs (£1,933,600) (£1,911,900) (£1,934,000) 

Notes 

1. The decrease in operating staff and related costs in 2017/18 is due to the information 

centre staff costs moving into The Sill project’s business plan when The Sill opens in June 

2017. 

2. The 2016/17 costs include for £18,700 known costs of covering maternity leave. 

 

Other Operating Costs  

6.2 Other Operating costs have been increased for inflation based on the Office of 
Budget Responsibility (OBR) November 2015 projections of between 1% and 2%.  

6.3 The majority of Other Operating costs have been budgeted based on the levels 
forecast in the 2015/16 outturn (plus inflation) or reduced due to further identified 
savings. A detailed review of each department’s ongoing (i.e. non-project) proposed 
budget changes was completed by the Finance Team and the relevant senior 
manager. The resulting changes are shown in Table 3. 
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 Table 3 – Other Operating Costs Budget  

 2016/17 2017/18 2018/19 

Other Operating Costs Baseline (£807,100) (£785,800) (£791,300) 

Changes to Chief Executive’s Dept £12,800 (£6,000) £13,300 

Changes to Corporate Services Dept £12,500 £13,500 £18,700 

Changes to Operations Dept £14,100 £8,800 £8,800 

Changes to Programmes Dept 0 £3,700 £3,800 

Changes to Marketing/Visitor Services Dept £10,900 £6,600 £6,300 

Changes to Fundraising & Communications (£124,600) (£124,500) (£125,600) 

Repayment of Loan - Housesteads Car  Park (£11,000) (£11,000) (£11,000) 

Change in Operating Costs (£85,300) (£108,900) (£85,700) 

Updated Other Operating Costs  (£892,400) (£894,700) (£877,000) 

Key  
(cost increase) or cost decrease 

Note 

1. Circa £30,000 of the costs reduction per annum in the Corporate Services, Operations 
and Marketing/ Visitor Services Department are due to costs of running the Once Brewed 
Centre transferring into The Sill Project’s Business Plan from the opening of the Sill June 
2017. 

2. The cost increase of £6,000 in 2017/18 showing against the Chief Executives Department 
is due to the cost of the visitor survey undertaken every 3 years. 

6.4 In addition, ongoing budget savings are being created by all 5 core departments. 
These savings include the impact of service review savings plus some small specific 
work programming changes. 

6.5 One of the significant changes being proposed regards the financial management of 
Fundraising in order to build on progress to date and further our aims of diversifying 
our income base. The changes being proposed are to embed fundraising as an 
ongoing activity with a gross cost of circa £125,000pa. This means that the annual 
costs of fundraising activity will be borne by the Authority and that all income which is 
received is treated as additional income and is not planned as part of the three year 
budget plan. This course of action is recommended because experience in the first 
full year of operating a fundraising programme shows large sums of finance can be 
gained but that it is too difficult to estimate either the exact amounts or the precise 
way in which the funds can be invested. In the vast majority of cases, income raised 
through fundraising will be linked to specific areas of expenditure. 

 Operating Income 

6.6 Base Operating Income estimates have been updated to reflect all confirmed income 
generation actions. The current three-year income generation plan aims to generate 
an additional £150,000 of income by 31st March 2016. These targets have been  
largely met in all three years and these new income stream targets are embedded in 
the future budget plan 2016/17 to 2018/19. 

6.7 The challenge of generating additional income  for the next three years will be more 
difficult as significant attention is needed to ensure the Sill Activity Programme 
transforms from an under £10,000pa income generating operation to one that 
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generates £100,000 in 2016/17 and thereafter a £300,000 plus income generating 
operation. 

6.8 The Authority is advised to set a new initial target of £120,000 for income generation 
over the next four years (instead of three). This is considered a stretching but 
achievable financial aim because: 

 the new power of competency gives staff more flexibility to generate income 
(like principal local authorities and other special purpose authorities); 

 the new powers enable the Authority to develop more efficient and effective 
structures to maximise the potential from new sources of income; and 

 the last three years of focussing on income generation has increased the 
ability and working culture of a large number of staff and managers. 

6.9 This £120,000 target is not included in the Budget Plan at present. A more detailed 
action plan will be prepared and discussed with the Finance and Audit Group before 
presentation to the Authority. 

6.10 Therefore on the basis that no allowance is made for fundraising income and that any 
benefits from the income generation plan will be included in the Budget Plan at a 
later date, the updated operating income estimates are as shown in Table 4. 

Table 4 – Operating Income Budget   

 2016/17 2017/18 2018/19 

Base Operating Income £368,300 £348,200 £352,100 

 

Notes 

1. The decrease in base operating income in 2017/18 is due to the retail income moving 

into The Sill project’s business plan from the opening of The Sill June 2017. The 

income and costs transfer to The Sill from this point. 

 
 Projects  

6.11 The Authority budget management process is for all projects to be managed within 
their agreed budgets. Members are advised there are no new significant projects 
being put forward for inclusion into the three year budget plan at this stage. The 
development of new projects will come from three routes: 

 small projects developed by bids being received and determined at the 
Leadership Team (from the New Project Fund of £45,400 to 50,000pa budget 
referred to in Table 5); 

 new projects financed from philanthropic and other external funding sources 
(as described in paragraph 6.5); 

 invest to save capital projects that will be determined on a case by case basis 
and presented to members for determination as they develop; and 

 new priority projects developed following a member led prioritisation exercise 
later in 2016. 

6.12 Existing projects are shown in the following table 
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Table 5 Non Sill Project Budgets 

Project Surplus / (Deficit) 2016/17 2017/18 2018/19 

Unallocated New Project Fund   (£45,400) (£50,000) (£50,000) 

Small Grants Fund (includes SDF in 16/17) (£43,200) (£40,000) (£40,000) 

Hadrian’s Wall National Trails £15,000 £15,000 £15,000 

Hadrian’s Wall Cavalry £17,000 £17,000 £0 

Non-Sill Projects Sub Total (£56,600) (£58,000) (£75,000) 

 

6.13 In September 2015 the Authority agreed a budget plan for The Sill. This was based 
on an optional appraisal. The Sill net costs are based on the current budget plan for 
The Sill and the financing costs for up to £1.6m of short and long term loans. 

 Table 6 The Sill Project Budget 

Project Surplus / (Deficit) 2016/17 2017/18 2018/19 

The Sill Annual Net Costs    

Income less Expenditure (£618,400) £35,000 £395,500 

Maximum Sill Loan financing costs (£34,900) (£69,700) (£69,700) 

Total Sill Net Cost (£653,300) (£34,700) £325,800 

 

7. Budget Summary  

7.1 A summary of the Net Budget Surplus / (Deficit) is shown below. 

Table 7 – Net Budget Surplus / Deficit Summary 

 2016/17 2017/18 2018/19 

National Park Grant (Table 1) £2,539,600 £2,583,300 £2,627,700 

Staff Related Costs (Table 2) (£1,933,600) (£1,911,900) (£1,934,000) 

Operating Costs (Table 3) (£892,400) (£894,700) (£877,000) 

Operating Income (Table 4) £368,300 £348,200 £352,100 

Operating Surplus £81,900 £124,900 £168,800 

Projects (Table 5) (£56,600) (£58,000) (£75,000) 

Surplus – Excluding the Sill £25,300 £66,900 £93,800 

The Sill (Table 6) (£653,300) (£34,700) £325,800 

Total Budget Surplus/ (Deficit) (£628,000) £32,200 £419,600 

 

7.2 The above summary shows that throughout the medium term financial plan the 
Authority will be operating with a surplus of between £81,900 rising to £168,800 in 
the third year. As these figures exclude any benefits from fundraising and a new 
income generation plan, this is a strong and reassuringly improving base position. 
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7.3 The Authority’s Budget Plan (excluding The Sill) is affordable across all three years 
with surplus resources ranging from £25,300 in the first year to £93,800 in the third 
year. 

7.4 The impact of The Sill varies from a deficit of £653,300 to a surplus of £325,800 and 
can be managed from reserves (see next section). 

 

8. Reserves 

8.1 The Authority has set a prudent reserves plan over the medium term. It aims to 
enable effective financial risk management of cashflow (working balances), mitigate 
financial risks from significant planning casework; and ensure resources are 
gradually built-up for planned periodic investments. Namely; 

 £45,000 fund for periodic replacement  ICT hardware and core systems; 

 £150,000 for the cost of preparing for and defending major planning 
challenges and public inquiries. This is the same budget as previous years. 

 £80,000 for a replacement heating system at the Head Office in Hexham. 
This is planned to be a long-term invest replacing the 25 year old current 
system and is a carry forward action from 2015/16. 

 £100,000 working balances to enable effective cashflow management of the 
Authority’s ongoing operations. That is, excluding The Sill which is accounted 
for separately. 

8.2 Table 8 shows the Budget movement on reserves and the impact of earmarked 
reserves (current and proposed below) on unallocated reserves. 

Table 8 - Budget Unallocated and Earmarked Reserves 

£000’s 2015/16 2016/17 2017/18 2018/19 

Opening Reserves 2,049.5 1,869.9 1,241.9 1,274.1 

Budget Plan Surplus / (Deficit) 
(Table 7) 

(244.9) (628.0) 32.2 419.6 

Forecast Outturn (from Item 4) 65.3 0.0 0.0 0.0 

Closing Reserves  1,869.9 1,241.9 1,274.1 1,693.7 

Earmarked Reserves:     

IT Capital Replacement Reserve (15.0) (25.0) (35.0) (45.0) 

Planning Contingency  (150.0) (150.0) (150.0) (150.0) 

Eastburn Heating System (80.0) (80.0) (80.0) (80.0) 

Earmarked Reserves  (245.0) (255.0) (265.0) (275.0) 

Working Balance Budget Reserve (100.0) (100.0) (100.0) (100.0) 

Budget Unallocated Reserves  1,524,9 886.9 909.1 1,318.7 

Sill Earmarked Reserves  (745.5) (745.5) (745.5) (745.5) 

Total Unallocated Reserves 779.4 141.4 163.6  573.2 
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8.3  Table 8 above is based on The Sill financing plan agreed by the Authority in 
September 2015: 

 Cafe franchise investor funds of  £50,000; 

 £500,000 of the £940,500 philanthropic funding target is achieved; 

 £200,000 of the £450,000 earmarked reserve is used to fund client changes; 

 Short term Public Works Loan Board loan of £442,000 would be drawn down 
in 2016/17 and repaid in 2019/20; and 

 Long term 30 year Public Works Loan Board of £1,158,000 being drawn down 
in 2016/17 to close the potential project funding gap. 

8.4 Total reserves of £779,400 at the end of 2015/16 will reduce to £141,400 in 2016/17 
and then increase to £573,200 by the close of 2018/19. This is a reasonably strong 
financial position, however, the demands of the £14.8m Sill project could place 
additional demands on the Authority’s financial plan and therefore members are 
advised that the Unallocated Reserve is at a prudent level relative to the financial 
risks which could materialise over the coming three years. 

 

9 Risks and Potential for Mitigation 

9.1 The impact of the cumulative operating budget surpluses and the earmarked 
reserves increases the unallocated reserve to £573,200 in 2018/19. The ongoing 
budget surplus combined with reasonably high levels of unallocated reserves means 
the major financial risks are more manageable whilst enabling the Authority to take 
advantage of the new powers of competence and other opportunities from a robust 
baseline position.  

9.2 There are 3 key identifiable risks to the medium-term budget plan: 

(1) The Sill Project - funding targets not met, costs increase, operational 
performance not achieved; 

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

(3) Income Generation, including fundraising. 

The risks are addressed as part of the Strategic Risk Register in Item 2.  

 
10. Capital Budget, Operational Boundary and Authorised Borrowing Limit 

10.1 Within the Budget Plan no capital projects are funded out of revenue. 

10.2 Within the proposed earmarked reserves there are two capital projects totalling 
£125,000 which could also be financed using a capital loan, as shown below; 

IT Investment      £45,000 

Eastburn Head Office Heating System  £80,000 

10.3 There are other no plans for any long term capital borrowing contained in the Budget, 
but the Authority may want the flexibility to do so, particularly if financial plans 
change. It is recommended that the Operational Boundary borrowing limit (which 
represents possible borrowing) is increased from £2,000,000 to £2,500,000 to reflect 
the Authority’s decision in September 2016 to borrow up to £1.6m for The Sill as 
required. The increased limit will give the Authority the flexibility to finance the capital 
expenditure in the budget, the earmarked reserves and The Sill. Any proposals to 
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borrow funds or enter into any loan agreements would be put before the Authority in 
advance for approval. 

10.4 It is proposed that the Authorised Borrowing Limit (the maximum borrowing limit) is 
increased from £2,500,000 to £3,000,000 to allow flexibility for new initiatives not yet 
included in the Budget Plan or any changes to the current projects. Once again any 
proposals to borrow funds would be put before the Authority for approval. 

10.5 The Authority is asked to approve the limits set out below for each of the years 
2016/17, 2017/18 and 2018/19. The Operational Boundary and Authorised Limits are 
reviewed annually so the impact of any financial changes can be considered at that 
time. 

Actual External Debt at the projected balance sheet date of 31st March 2016 is: 

Borrowing £100,000 

Other long term liabilities £0 

Total Actual External Debt £100,000 

Operational Boundary, which represents external debt (if option to borrow is taken) 
during the course of the year be set as: 

Borrowing £2,500,000 

Other long term liabilities £0 

Total Operational Boundary £2,500,000 

Authorised Limit (the limit beyond which borrowing is prohibited allowing a margin 
of flexibility) set as: 

Borrowing £3,000,000 

Other long term liabilities £0 

Total Authorised Limit £3,000,000 

 

11. Conclusions 

11.1 The progress the Authority has made with income generation and embedding 
savings plus a guaranteed protected core government grant means the Authority is 
able to plan for the future from a position of relative strength and security. The 
finalisation of the key strategic document – the National Park Management Plan (aka 
National Park Partnership Plan) means 2016 is an ideal time to review priorities. 

11.2 The next three years will see a continued focus on income generation, expanding 
fundraising and looking for new opportunities from the recently granted powers of 
competence. 

11.3 The Medium Term Budget Plan provides a financial position that is the strongest for 
several years and has a high level of assurance for the next three years.  

 
Contact Officers: 

For further information contact  

Hazel Fitzsimmons, Finance Manager on 01434 611504 or hazel.fitzsimmons@nnpa.org.uk 
or Stuart Evans, Head of Corporate Services on 01434 611527 or stuart.evans@nnpa.org.uk 

mailto:hazel.fitzsimmons@nnpa.org.uk
mailto:stuart.evans@nnpa.org.uk

