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Item 6: HALF YEAR FINANCIAL PERFORMANCE AND MEDIUM TERM BUDGET    
  UPDATE 

1. Purpose of Report 

a. This report updates Members on the half year financial performance and Medium 
Term Budget.   

2. Recommendations 

The Authority is recommended to: 

a) note the contents of the report, including the publication of the 2015/16 
Annual Audit Letter; 

b) endorse the decision under delegated powers by the Chief Executive to 
approve and release the earmarked reserve for the replacement of the 
Eastburn Boiler system (para 5.c); and  

c) agree to delegate the decision to the Chief Executive on the timing of the 
drawdown of the short term loan and the amount loaned within the limits 
previously agreed (para 8.c). 

3. Implications 

a. Financial: There is no change to the Authority’s overall financial position as the 
Authority is on plan to achieve its full year budget with a £15,200 saving forecast. 
The Medium Term Budget update reflects decisions already approved, and the re-
profiling of the capital element of The Sill project.  

b. Equalities: None 

4. Half Year 2016/17: Financial Performance 

a. The half year surplus shown in table 1 below was £1,733.800, this was higher than 
the planned surplus of £1,091,800; an improvement of £642,000. 

 
Table 1: Half Year Financial Performance  
 

September 2016 Year to Date 
Actual 
£000’s 

Budget 
£000’s 

Variance 
£000’s 

Full Year 
Forecast 
Variance 
£000’s 

National Park Grant 2,139.6 2,139.6 - - 

Operating Salary and Related 
Costs 

(970.0) (1,009.6) 39.6 - 

Operating Expenditure (412.1) (492.6) 80.5 4.8 

Operating Income 269.4 264.2 5.2 5.4 

Operating Net Income 1,026.9 901.6 125.3 10.2 

     

Project Expenditure (115.1) (171.9) 56.8 5.0 

Project Income 336.4 350.6 (14.2) - 

Net Project Income 221.3 178.7 42.6 5.0 

 
 

    

Sill Project Expenditure (2,593.8) (3,188.6) 594.8 - 

Sill Project Income 1,871.7 1,992.4 (120.7) - 

Net Sill Expenditure (722.1) (1,196.2) 474.1 - 
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September 2016 Year to Date 
Actual 
£000’s 

Budget 
£000’s 

Variance 
£000’s 

Full Year 
Forecast 
Variance 
£000’s 

     

Surplus/ (Deficit) excluding loans 526.1 (115.9) 642.0 15.2 

     

PWLB Sill loan drawn down 1,207.7 1,207.7 - - 

     

Surplus  1,733.8 1,091.8 642.0 15.2 

 

b. The planned budget surplus was established to ensure there were sufficient funds 
to finance the capital element of The Sill project over the whole of the financial year 
and was achieved by a combination of the drawdown of the majority of the National 
Park Grant in the first half of the year and the Authority’s approval to loan funds for 
the Sill in June 2016.  

Half Year Operating Performance  

c. Operating income at £269,400 was £5,200 higher than budget. The following are of 
note: 

i. Trading sales at the temporary facility at Walltown result in a net budget 
surplus of £6,200 very close to the end of the main visitor season for the year. 
A conservative outturn forecast for the year is a net £5,500 surplus. 

ii. Car park income is £14,600 behind budget, mainly due to Housesteads income 
not increasing in line with the additional spaces as assumed. This mirrors lower 
visitor numbers to the English Heritage and National Trust parts of the 
Housesteads site. Car park signage has been improved to ensure it is clear to 
the public they must pay regardless of whether they are members of either 
organisation. A prudent forecast is for an under-achievement of budget of 
£20,000 in the current year. This includes the one-off impact of the Easter bank 
holiday weekend falling outside of 2016/17 financial year at both the beginning 
and end of the year. 

d. Trading sales and car park income are both targets within the Income Generation 
section of the budget and the impact of these is recognised within that target. 

e. The operating budget for salary and staff related costs is £39,600 below budget, 
mainly reflecting the frozen Head of Operations post. The forecast underspend for 
the year is £52,000, however, this has not been included in the forecast summary 
outturn because it is envisaged the budget will be allocated to bringing in temporary 
additional staff resource over the remainder of the financial year.  

f. Operating expenditure shows a budget surplus of £80,500. There are no significant 
variations greater than £10,000 other than expenditure on goods for resale at 
Walltown. Repair and maintenance of sites is underspent as the new Estates 
Development Manager reviews the priorities for sites, and the local plan spend is 
behind profile due to the later than planned tender for the Sustainability Evaluation 
Consultants (due to be advertised mid November). There is no forecast budget 
variance for the full year from either.  
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Half Year Project Performance  

g. Total net project income (excluding The Sill) is showing a net budget surplus of 
£42,600. The main variances within this are: 

i. Hadrian’s Wall National Trail, largely due to 17,500 of income generated. This 
is not budgeted. The income generated is to be used for non routine 
maintenance along the Trail.  

ii. Hadrian’s Wall Cavalry £20,500 deficit. £16,800 of the deficit relates to the 
£50,000 income target and the fact it has not been time profiled as yet. The 
majority of this has been offered verbally. This is not a concern as the project 
partners are aware where income targets are not met expenditure budgets will 
be reduced to balance.  

iii. Bulby’s Wood £14,100 surplus. The contractor has not responded to the final 
valuation submitted by the contracted surveyor but based on the surveyors 
submission there is likely to be a budget saving of between £5,000 and £7,500. 
The forecast has been included at the lower end and a saving of £5,000 has 
been allowed for at this stage. 

iv. Small Grants Fund £10,900 surplus. The fund is well committed and is forecast 
to spend in full. 

Half Year The Sill Project 

h. Total net project expenditure for The Sill is showing a net budget surplus of 
£474,100. The budget surplus is made up of: 

i. £455,300 under budget on the capital build mainly due to slower than 
anticipated progress by the main contractor. This element of the project has 
now been re-profiled in line with current estimates from contractors and the 
timings for their fees.  

ii. £49,000 net budget surplus on the Activity Plan, however, this area is yet to be 
re-profiled. The target to undertake this exercise is by end of quarter 3. At this 
stage commenting on the variances would not be helpful.  

iii. £30,900 budget deficit on Sill Funding. £50,000 has been received by the 
Foundation as at the end of September but has not yet been transferred to the 
Authority. 

Full Year Forecast Variance 

i. Table 1 sets out the overall net sum of forecast variances against each of the 
financial reporting areas discussed above, with a total variance forecast of £15,200. 
The quarter 3 financial update will provide an estimate closer to overall forecast 
outturn and this net variance will then be used as a planning assumption when the 
next Medium Term Budget Plan is prepared.  

5. Medium Term Budget Update 

a. The known Budget changes for the December Authority meeting are as follows 
(note this excludes income generation and unapproved project budget transfers 
which have no net impact on the deficit). 
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Table 2 Summary of Budget changes 

£000’s 2016/17 2017/18 2018/19 2019/20 

Sept Budget Surplus/ (Deficit) (1,229.3) 25.5 425.4 (498.1) 

Staff Restructuring (Approved by the 

Authority 14/9/16) 

- (8.4) (14.0) (15.4) 

Release earmarked budget for 

Eastburn Boiler (see para 5.c.) 

(30.5)    

Part Release Sill Earmarked Reserve 

as Approved at the NPA 14/9/16 

 (78.0)   

Re-profile Sill Capital and Activity 

staffing budgets 

(186.2) (191.6) 42.7 335.1 

Dec Budget Surplus / (Deficit) (1,446.0) (252.5) 454.1 (178.4) 

 
b. The staff restructuring costs for the Finance Team are known following Authority 

approval in September, however the financial impact of the Operations Team 
review cannot be finalised at present.  
 

c. The tender process has been undertaken to replace the unreliable boiler at 
Eastburn. In order to progress the project in an expedient manner the Chief 
Executive has approved under delegated powers a budget of £37,000 for the 
capital improvements partly funded by the release of £30,500 of the £50,000 
earmarked reserve set aside for the project. £19,500 of the remaining reserve is not 
required and has been released to unallocated reserves.  
 

d. The release of the £78,000 from the Sill Earmarked reserve means this reduces to 
£172,000. The drawdown of these remaining reserves is planned to be for the fit-
out and subsequent phases of developing the Sill. Requests to the Authority will be 
made via the Sill Project Board (see Item 4). Table 3 below shows the impact of the 
budget changes in Table 2 on unallocated reserves. 

 

Table 3 Unallocated Reserves 
 

 
 

£000's 2016/17 2017/18 2018/19 2019/20

Opening reserves 2,494.8 1,048.8 796.3 1,250.4

Budget surplus/ (deficit) (1,446.0) (252.5) 454.1 (178.4)

Closing Reserves 1,048.8 796.3 1,250.4 1,072.0

Earmarked Reserves

IT Capital Replacement Reserve (25.0) (35.0) (45.0) (55.0)

Planning Contingency (100.0) (100.0) (100.0) (100.0)

Legacy Reserve (48.9) (48.9) (48.9) (48.9)

Sill Earmarked Reserves (350.0) (172.0) (172.0) (172.0)

Total Earmarked Reserves (523.9) (355.9) (365.9) (375.9)

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

Total Unallocated Reserves 424.9 340.4 784.5 596.1
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e. When the whole project including activities has been re-profiled and the detail of the 
next 3 year plan is taking shape a detailed cashflow will be produced to assess the 
impact on the Authority’s cash position.  

6. Income Generation 

a. The outstanding income generation target is £45,500. This is adversely affected by 
the £20,000 forecast deficit in the car park income budget. This will make full 
achievement of the target difficult in the current year. It is accepted, that with other 
priorities this has not had the level of management input, it normally would have 
done.  

b. The strategy of releasing the New Project Fund in balance with the expected 
achievement of the Income Generation target will be continued to substantially 
counter balance any negative effect overall on the outturn position.  

c. Based on experience from previous years it is likely there will be more income 
raised from staff services in the remainder of the year. At this stage the income 
generation and new project fund have been forecast to be spent and achieved in 
full. 

d. The results of the Authority’s November 2016 Review Panel discussions on income 
generation will be used to inform the 2017/18 budget strategy. 

 

7. Unallocated New Projects Fund 

a. The budget balance on the new project fund is £51,600. £4,000 has been allocated 
as a contribution from all parks to fund a one year Brexit Policy Officer post since 
the last report. Of the £51,600 balance on the Fund £10,000 has been earmarked 
for a contribution to the footpath works on Simonside, negotiations are concluding 
with the Estate over permissions for the work to be undertaken in 2016/17.  

 

8. Half Year Treasury Update 

 

a. The bank interest is on track to achieve the £10,000 budget target, even after the 
recent reduction in the bank of England base rate. There is a small balance in the 
NatWest account to maintain the account should their rates improve. £500,000 was 
placed on a 31 day notice account with Lloyds but £400,000 of this has now been 
called back on the expectation of the higher Sir Robert McAlpine invoices for The 
Sill. The majority of funds are with Barclays and Santander. 
  

b. The undertaking to explore other banks to spread the risk and obtain the best 
interest rates has not happened as yet due to limited resource in the team. This will 
be given priority in quarter 3. 

 

c. Members are reminded a short term cashflow loan option of £441,900 was 
approved for The Sill project in September 2015 and included in the 2016/17 net 
budget deficit. The short term loan has not been drawn down as yet but as the 
Authority moves into the final quarter of the year and the first quarter of the 2017/18 
financial year it is likely this will be required. Members are asked to delegate the 
decision on when to drawdown the loan within the amount previously agreed to the 
Chief Executive in consultation with the Chief Financial Officer thus ensuring that 
sufficient cashflow is available at all times.  
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9. Annual Audit Letter 2015/16 

The Annual Audit Letter on the 2015/16 Audit has now been received (Appendix 1 to 
Item 6). This is a high level summary of the audit report to members which was 
presented to the Authority and endorsed by members in September 2016. This does not 
raise any additional issues and confirms that all the relevant timescales have been met 
with regard the closure of the 2015/16 accounts. 

10. Conclusion 

a. The overall budget is comfortably within the limits set by the Authority and provides 
sufficient flexibility to enable the exceptionally large one-off capital costs of the Sill 
to be financed. The spare resources in staff costs provide flexibility to enable the 
Authority to provide extra capacity and expertise at a time of extremely high 
workload demands. 

 

 

Contact Officer: 

For further information contact Hazel Fitzsimmons, Finance Manager on 01434 611504 or e-
mail: hazel.fitzsimmons@nnpa.org.uk  

 

 


