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Item 2.   MEDIUM TERM BUDGET PLAN 2013/14 TO 2015/16 
 
1.  Purpose of the Report 
 
1.1  In March 2011 the National Park Authority set a balanced four-year Budget Plan to 

address the need to cut core costs by more than 30% in real terms by 2014/15. This 
report requests the Authority approve an updated Budget Plan for the next three 
years, which for the first time now includes 2015/16. The report also identifies the key 
risks to its delivery.  

2.  Recommendations 

2.1  The Authority is recommended to: 
a) Approve the changes to the 2013/14 and 2014/15 Budget Plans as detailed 

in paragraph 6.3 of this report; 
b) Approve the detailed budget plan for the three years 2013/14 to 2015/16 in 

paragraph 7.1 of this report; 
c) Approve the changes to earmarked reserves detailed in paragraph 7.7; 
d) Note the key risks to the Budget plan detailed in section 8;  
e) Approve the operational boundary and authorised limits as set out in 

Appendix 2 to Item 2. 

3. Implications 

Financial 
 

3.1 The Budget plan as shown in Table 7, paragraph 7.1 shows that in 2013/14, the first 
year of the plan, a Budget surplus of £81,800 is forecast, though this will reduce to a 
deficit of £170,900 if the anticipated carryover budgets of £252,700 from the current 
financial year (reviewed in Item 1) are approved by the Authority in June 2013.  Defra 
have confirmed in writing that, as expected, the National Park grant of £2,777,300 
has been approved by Ministers. 

 
Table 7 also shows that in the second year of the plan the Budget is unbalanced with 
a £73,100 deficit in 2014/15 but that the position improves with a £1,500 surplus 
forecast for 2015/16.  The surplus forecast for 2015/16 is dependent on additional 
income generating initiatives of £139,000 and the Defra grant increasing by £49,400 
in line with inflation after four years of cuts. 
 
Over the three year Budget period the plan is balanced producing an overall surplus 
of £10,200.    
 

3.2 The National Park grant for 2014/15 at £2,599,300 is in line with the final year of the 
four year plan previously notified by Defra. The grant for 2015/16 has been assumed 
to increase by £49,400 to £2,648,700 in line with forecast inflation. 
 

3.3 The biggest risks to the Budget are that Defra make further cuts in the National Park 
grant in the last two years of the plan, as discussed in paragraph 4.5, and the new 
income generating initiatives discussed in paragraph 5.14, totalling £281,000 across 
the three year planning  period, are not fully achieved.   

 
3.4 The Budget assumes the Authority, the YHA and the Heritage Lottery Fund approve 

the construction of the Sill Landscape Centre in the first quarter of the 2014/15 
financial year.  The Budget assumes the Centre opens in 2016/17.  The Budget has 
proposed three earmarked reserves totalling £900,000 to cover the Authority’s 
£250,000 contribution to Phase 2 of the Sill agreed with the HLF, a working capital 
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and cost provision of £600,000 and £50,000 to cover the additional cost of providing 
temporary visitor facilities during the build at Once Brewed.  As the Sill Business Plan 
develops it is going to be important the impact on the Authority’s Budget and 
reserves is clearly understood.   

 
3.5 Given the uncertainty over future Defra grant levels, new income initiatives and the 

Sill Project, it would be prudent for the Authority not to approve any further 
substantial expenditure in 2013/14 to reduce the risk of an unbalanced budget in 
future years.  

 
 Equality 
 
3.6 There are no further implications to Equality. The Equality Impact Assessment of the 

three year Budget plan will be used to monitor the effectiveness of the delivery of the 
programme of cuts. 

 
4. Background  
 
4.1  In February 2011 the Authority was informed that between April 2010 and April 

2014 it was to lose 33% (in real terms) of its core funding from Defra.  

4.2  Since February 2011 the Authority has responded to the challenge by 
implementing a cost reduction programme which has seen a significant reduction 
in staffing levels and core operating costs.  Overall the Authority has met its cost 
reduction targets but has failed to meet its trading and rental income generation 
targets.  

4.3  By December 2012, as a result of front end loading the cost reductions, the 
Authority had put itself in a position where it was planning to make a surplus of 
£78,800 in 2013/14 but still had to identify further actions to achieve a long term 
balanced budget.  The budget deficit of £156,700 planned for 2014/15 was 
evidence of that ongoing deficit position. The Budget (surplus) / deficit reported to 
the Authority in December 2012 is shown in table 1 below. 

Table 1 - Dec 2012 Authority Meeting Budget (Surplus) / Deficit 

Dec 2012 Authority Budget Plan 2013/14 2014/15 

Net Expenditure 2,698,500 2,756,000 

National Park Grant (2,777,300) (2,599,300) 

Overall (Surplus)/ Deficit (78,800) 156,700 

 

4.4  Since the December Authority meeting Defra has confirmed the grant for 2013/14 
is £2,777,300 as expected.   

4.5  At the same time as writing to confirm the grant for 2013/14 Defra informed the 
Authority that the Chancellor had announced a 2% reduction in their Budget for 
2014/15 and a further 6% reduction is likely in 2015/16.  An exercise to set the 
Defra Budget for 2015/16 is to be carried out, across government, in the first half 
of 2013.  Defra has advised the Authority that “Set against this direction of travel 
for public expenditure, it would be prudent to retain some flexibility in your 
spending plans to deal with contingencies that may arise internally or externally”. 
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4.6  When approving the Budget Plan for the next three years the Authority have to be 
aware that there is a risk that further cuts could be made to National Park Grant.  
Budget unallocated reserves of £1,277,700, at the end of 2012/13 give the 
Authority flexibility and time to react to further cuts in grant levels.   

4.7 It is hoped that the future Defra grant position will be clear before a decision to 
proceed with the Sill, which would reduce unallocated reserves by £900,000, is 
taken. 

5. Key Budget Assumptions 

 Staff Costs 

5.1 Staffing levels over the three years are unchanged apart from the addition of an extra 
temporary Planning Officer for two years (approved in December 2012) and a part 
time permanent Marketing Officer; both of which are being recruited at the present 
time.  Ongoing target cost savings of £7,500 are still budgeted in Corporate Services 
in 2013/14.   

5.2 The Visitor Centre Manager will be made redundant at the end of the current financial 
year in line with the cost reduction plan.   

5.3 For future years it is assumed that all project staff costs will be covered by project 
income, or the staff released when their contracts come to an end.  It is anticipated 
that Defra will provide transitional funding to Leader, this may allow some core 
Authority project staff to be retained when the current funding comes to an end in 
December 2013.  The Leadership Team are already in discussion with Leader on this 
issue.   

5.4 Salary inflation is assumed as follows 

 2013/14  1.0% (as per the Chancellor’s Autumn Statement 2011) 

 2014/15 1.0% (as per the Chancellors Autumn Statement 2011) 

 2015/16 1.9% (in line with forecast CPI inflation) 

5.5 Pension costs are planned to increase from the 1st April 2014 following the next 
 actuarial valuation.  At a recent meeting with the Actuary, it was advised that 
 pension costs would probably increase by 3% of pensionable payroll; this 
 assumption had already been built into the Budget Plan.   

5.6 Non project salary and related costs are projected to be stable over the Budget Plan 
period, with some small reductions forecast as protected salary, temporary increased 
working arrangements and the temporary Planning Officer’s contract comes to an 
end.  The impact of higher pension contributions will however offset these savings 
and total costs will increase as shown in table 2 below.  Total salary and related staff 
costs are forecast to increase as a % of National Park Grant over the next two years 
as the grant is reduced increasing the need to find alternative sources of income to 
support delivery of the Authority’s objectives. 
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Table 2 - Salary and Related Costs  

 2012/13 
Forecast 

 
2013/14 

 
2014/15 

 
2015/16 

Non Project Salary & Related Costs 1,902,000 1,899,700 1,879,400 1,886,200 

Forecast impact of pension increase   43,500 43,400 

Total Costs 1,902,000 1,899,700 1,922,900 1,929,600 

% of National Park Grant 64.4% 68.4% 74.0% 72.9% 

 

 Other Non Project Costs 

5.7 Cost inflation is based on the Bank of England November 2012 CPI forecast which is 
 lower than the 3.1% previously forecast for all future years.  

 2013/14  2.5% 

 2014/15 2.0%  

 2015/16 1.9% 

5.8  Other non project costs have been budgeted based on the lower of cost levels 
 forecast to be achieved in 2012/13, or the cost targets set as part of the cost 
reduction programme. As a result the Budget includes further costs savings 
particularly in  Corporate Services where HR, IT and Members costs have produced 
ongoing savings.  There has been some minor virement of costs within departments 
approved by the Leadership team. 

 Trading and Car Park Income 

5.9 Once Brewed visitor centre and car park income is  unchanged as previous Budget 
 plans were based on the closure of the Rothbury and Ingram facilities and the 
recently approved increase in car parking charges. 

5.10 The Budget assumes the new Sill Centre will open at the start of 2016/17.  The 
Budget is based on the assumption that Once Brewed will remain open during the 3 
 year Plan period.  

 It is however assumed that there will be a requirement for temporary visitor facilities 
in the Hadrians Wall area whilst the Sill is being built at the Once Brewed site and 
work has now commenced to look at the potential options. A proposal will be 
presented to the Authority for approval at a later date.  However for budget purposes 
an estimated earmarked reserve of £50,000 is proposed to cover the cost of a 
temporary visitor facility and the reduction in trading and car park income associated 
with the closure of Once Brewed.   

 Rental Income and Income Generation 

5.11 The major adverse change compared to previous Budget plans is the reduction in the 
level of rental income as shown in table 3 below. 
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 Table 3 - Rental Income Reduction  

 
Rental Income 

2012/13 
Forecast 2013/14  

 
2014/15 

 
2015/16 

2012/13 Forecast / Proposed Budget 16,900 26,100 26,300 26,500 

Previous Plan 35,600 60,200 80,400  

Reduction in Rental Income (18,700) (34,100) (54,100)  

  

5.12 The Budget is based on current actual rental income plus the additional rental income 
from letting an office at the Coquetdale Centre to Forest Enterprise from the 1st April 
2013.  The only forecast rental income, in the plan, assumes a further room will be let 
to John Monks at the Coquetdale Centre from the 1st April 2013, as recently agreed 
at the Authority’s Estate Task and Finish Group. 

5.13 The original rental income targets were based on successfully letting a whole floor at 
 Eastburn to the County Council, renting out additional space at the Coquetdale 
 Centre, renting the visitor centre at Ingram and achieving higher rent levels.  With the 
 County Council plans for Eastburn no longer an option and a lack of demand at other 
 sites it is proposed the Budget be revised to reflect the prudent position shown in 
table 3 above.  Work will continue to rent space and increase rental income as and 
when opportunities arise.  

5.14 In order to offset the loss of rental income and achieve a balanced budget over the 
three year period and in future years, the Leadership Team have met to consider 
income generation opportunities and have agreed a draft plan to target specific 
income sources.  Staff are being canvassed for their views and a final income 
generation plan will be tabled for Members approval in June 2013. Ahead of this, 
some work is already being undertaken on developing the income streams that have 
the best chance of being successfully implemented.   

 An overall income generation target, which exceeds the reduction in rental income, 
has been included in the Budget as shown in table 4 below.    

Table 4 – Income Generation Target  

 
 

2012/13 
Forecast 2013/14  

 
2014/15 

 
2015/16 

Reduction in Rental Income (table 3) (18,700) (34,100) (54,100)  

Income Generation Target - 47,000 95,000 139,000 

 

5.15 Achievement of these income targets will require a culture shift for the Authority in 
many areas of its work with a more commercial approach having to be taken.  
Building on its core strengths and values the Authority needs to leverage in additional 
third party income to enable it to be less dependent on government funding. 

 Projects  

5.16 All current approved projects are included in the Budget Plan, including the 
 Sustainable Development and Action Area Funds.  In line with previous plans a  
 £100,000 New Project Fund has been included in each of the three years, this would 
be used to fund projects presented to the Leadership Team for approval.   
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5.17 During the plan period SDF Funds (no longer ring fenced) at £125,000 a year and 
Action Area Funds at £75,000 a year are per previous Budget Plans.  

5.18 When taken together the New Project, SDF and the Action Area Funds give the 
Authority an annual discretionary funds budget of £300,000; this gives a significant 
ability to react to unexpected budget challenges. It is proposed that a review of the 
effective use of these discretionary funds is undertaken early in the plan period.  

5.19  Table 5 below summarises the overall Projects Budget.   

Table 5 - Projects Budget  

Project (Surplus) / Deficit 
 

2012/13 
 

2013/14 
 

2014/15 
 

2015/16 

Approved Net Project Costs 159,100 22,600 - - 

New Project Fund 41,000 100,000 100,000 100,000 

Sustainable Development Fund 200,300 125,000 125,000 125,000 

Action Area Funds 75,000 75,000 75,000 75,000 

National Trails Forecast Net Income (11,400) (5,000) (5,000) (5,000) 

Total Project Budget 464,000 317,600 295,000 295,000 

 

5.20 The project spend of £464,000 in 2012/13 is high compared with future years. 
However if costs are adjusted to take out the Sustainable Development Fund loan of 
 £63,600 for the Bleakhope Micro Hydro Project (carried forward from 2011/12) and 
 forecast project savings of £52,100 the revised level of project spend would be 
£348,300; this is more in line with the future year Budgets. 

5.21 The above Approved Project Budget includes provision for Phase 1 of the Sill with 
 £29,900 budgeted in 2012/13 and £10,100 in 2013/14 to cover costs not funded 
 under the HLF grant.  Further provision for Phase 1 (Design) and Phase 2 (Build) is 
 covered by earmarked reserves discussed in section 8 below.  

6. Summary of Budget (Surplus) / Deficit Changes 

6.1 The Budget Plans for 2012/13, 2013/14 and 2014/15 have all improved since the 
 Budget was updated to reflect the changes agreed at the December 2012 Authority 
 meeting as shown in table 6 below.   

6.2 The improvement in 2013/14 and 2014/15 is the result of cost reductions due to lower 
inflation, further non project cost savings and income generation targets which have 
more than offset lower rental income and higher audience engagement costs. 

6.3 Table 6 below summarises the proposed changes to the Budget since the 
 December 2012 Authority meeting. Note 2015/16 is a new Budget year, so there is 
 no previous plan against which to track changes. 

 

 

 

 



Item 2:  Medium Term Budget Plan 2013/14 to 2015/16  

 
Northumberland National Park Authority: 20th March 2013 fv Item 2: Page 7 of 15 

Table 6 - Budget (Surplus) / Deficit Changes  since the December 2012 Authority Meeting 

Budget (Surplus) / Deficit 
 

2012/13 
 

2013/14 
 

2014/15 

Dec 2012 Authority Meeting Budget 122,400 (78,800) 156,700 

Sill transfer from earmarked reserve 20,200 - - 

Temporary Planning Officer 5,100 32,600 28,600 

Visitor Signage  7,600 (7,600) - 

Dec 2012 Authority Budget after approved changes 155,300 (53,800) 185,300 

Pennine Way Project (11,400) - - 

Low Carbon Framework/Cheviot Futures 3 Bud. transfer  (12,800) 11,900 - 

Inflation Savings - (23,400) (57,100) 

Staff related costs - - - 

Non Project Cost Savings - (5,600) (18,300) 

Audience Engagement  - 4,000 4,100 

Lower Rental Income  - 34,100 54,100 

Income Generation Target  (47,000) (95,000) 

Interest Receivable - (2,000) - 

Proposed Budget 131,100 (81,800) 73,100 

 

7. Budget Summary and Earmarked Reserves 

7.1 A summary of the Budget (Surplus) / Deficit is shown in table 7 below, a breakdown 
of income and expenditure by activity is shown in Appendix 1. 

Table 7 - Budget (Surplus) / Deficit Summary  

Project (Surplus) / Deficit 
 

2012/13 
 

2013/14 
 

2014/15 
 

2015/16 

Staff & Salary Related Costs 1,902,000 1,899,700 1,922,900 1,929,600 

Non Project Costs  862,700 727,400 748,100 754,700 

Trading Net Income (26,500) (13,500) (13,800) (14,200) 

Car Park Net Income (45,200) (126,600) (126,500) (120,400) 

Rental Income (35,600) (26,100) (26,300) (26,500) 

Income Generation Targets - (47,000) (95,000) (139,000) 

Interest receivable (35,000) (36,000) (32,000) (32,000) 

Non Project (Surplus) / Deficit 2,622,400 2,377,900 2,377,400 2,352,200 

Projects  423,000 217,600 195,000 195,000 

Unapproved Project Fund 41,000 100,000 100,000 100,000 

Project (Surplus) / Deficit 464,000 317,600 295,000 295,000 
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Net Expenditure (Surplus) / Deficit  3,086,400 2,695,500 2,672,400 2,647,200 

National Park Grant (2,955,300) (2,777,300) (2,599,300) (2,648,700) 

Net Budget (Surplus) / Deficit 131,100 (81,800) 73,100 (1,500) 

Note – Car park income in 2013/13 is after £60,400 of investment to increase spaces at Housesteads 

7.2  The Budget deficit before National Park grant improves by £390,900 to £2,695,500 in 
2013/14 and then improves by a further £48,300 over the remaining two years of the 
plan, primarily as a result of the higher income generation targets.  

7.3  Without higher pension funding costs of £43,500 in 2014/15 and 2015/16 the deficit 
before National Park grant would have been even lower.  

7.4 The 6% reduction in National Park grant in 2013/14 of £178,000 is more than offset 
 by a reduction in both the non project and project deficits resulting in a Net Budget 
 surplus of £81,800. 

7.5 A further National Park grant reduction of 6.4% and the impact of the higher pension 
 fund costs results in a Net Budget deficit of £73,100 in 2014/15. 

7.6 In 2015/16 the assumption that the National Park grant will increase in line with 
inflation, additional income generation and costs increasing below inflation produces 
a small Net Budget surplus of £1,500.  

7.7 Table 8 below shows the Budget movement on unallocated reserves and the 
 impact of the earmarked reserves proposed by the Leadership Team. 

Table 8 - Budget Unallocated and Earmarked Reserves 

 
 

2012/13 
 

2013/14 
 

2014/15 
 

2015/16 

Opening Balance 1,852,900 1,721,800 1,803,600 1,730,500 

Budget (Surplus) / Deficit  131,100 (81,800) 73,100 (1,500) 

Closing Balance  1,721,800 1,803,600 1,730,500 1,732,000 

     

Earmarked Reserves:     

Visitor Centre Refurb (was £100k) 50,000 50,000 50,000 50,000 

IT Capital Replacement Reserve 75,000 75,000 75,000 75,000 

Planning Contingency (was £162k) 150,000 150,000 150,000 150,000 

Working Balances (was £150k) 100,000 100,000 100,000 100,000 

The Sill Phase 1 69,100 69,100 69,100 69,100 

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

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

Temp. Visitor Centre Hadrians Wall  50,000 50,000 50,000 

Unallocated Reserves 1,277,700 459,500 386,400 387,900 
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7.8  The closing balance at end of 2012/13 is £1,721,800, this increases to £1,732,000 at 
the end of 2015/16 as the result of a balanced Budget; a surplus of £10,200 is 
generated over the three year Budget Plan period.  

7.9 Net reserves reduce from £1,277,700 at the end of 2012/13 to £387,900 at the end of 
the plan period as a result of proposed earmarked reserves to cover Phase 2 of the 
Sill Project totalling £900,000 as detailed below.   

7.10 If the forecast Budget under spend of £93,300 is achieved in 2012/13 that would 
increase reserves throughout the plan period, Unallocated Reserves in 2015/16 
would increase from £387,900 to £481,200.  

7.11 A number of areas have been identified where there is a requirement to incur 
expenditure but the timing of that expenditure is uncertain or it is prudent to have a 
contingency to cover unplanned expenditure. To address these issues specific 
earmarked reserves are set up against un-allocated reserves as shown in table 8 
above; these require Authority approval. The justification for the proposed earmarked 
reserves is as follows 

 Visitor Centre Refurbishment £50,000 (was £100,000) 

With The Rothbury and Ingram visitor centres now closed it is proposed that 
the earmarked reserve should be reduced from £100,000 to £50,000 as no 
alternative plans have come forward requiring major investment.  It is 
thought the proposed earmarked reserve of £50,000, plus the £25,000 still 
included in the 2012/13 Budget, is sufficient to improve visitor amenities in 
the north of the Park (once consultation with the community is complete) and 
to upgrade any visitor facilities at Rothbury.   It is likely the £25,000 included 
in the 2012/13 Budget will not be spent, in which case it would be the 
intention at year end to increase the earmarked reserve to £75,000.  

 IT Capital Replacement Reserve £75,000 (no change) 

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

 Planning Contingency Reserve £150,000 (was £162,000) 

With the recent Judicial Review case now settled with the applicant at a cost 
of £10,500 plus our own legal fees it is proposed to reduce the Planning 
Contingency Reserve by £12,000 to a rounded £150,000  

 Working Balances £100,000 (was £150,000) 

With the staff and cost reduction programme now almost complete and 
separate earmarked reserves now proposed for the Sill the Leadership 
Team believe the risk of unexpected expenditure has reduced. It is proposed 
that the working balance reserve be reduced to £100,000.   

 The Sill Phase 1 £69,100 (no change) 

The £69,100 is the outstanding balance of the £140,000 earmarked reserve 
set up to cover Sill Phase 1 (design) costs not funded by the HLF bid or 
other stakeholders.   
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 Sill Phase 2 Investment £250,000 (new reserve) 

If a decision is taken in 2013/14 to proceed with an application to the HLF to 
fund the construction of the Sill, an earmarked reserve of £250,000 will be 
required as the Authority’s contribution to Phase 2 of the project.    

 Sill Phase 2 Working Balances £600,000 (new reserve) 

If a decision is taken in 2013/14 to proceed with an application to the HLF to 
fund the construction of the Sill then an earmarked reserve of £600,000 would 
be proposed to cover working capital and potential cost increases.  The HLF 
retains a 10% retention on all grant monies, until the completion of the project 
and although the Authority will look to place a retention on its Contractors it is 
proposed it would be prudent to have an earmarked reserve to cover both 
working capital and potential cost risks on a construction contract worth 
around £7 million pounds.   

At the end of the project the provision would be returned to unallocated 
reserves providing there had been no cost increases. 

 Temporary Visitor Centre Hadrians Wall £50,000 (new reserve) 

If a decision is taken in 2013/14 to proceed with an application to the HLF to 
fund the construction of the Sill then an earmarked reserve of £50,000 would 
be proposed to cover the additional costs of providing a temporary Visitor 
Centre in the Hadrians Wall Area.  The reserve would cover additional costs 
plus the loss of trading and car park income from operating out of a 
temporary location. 

8 Risks and Potential for Mitigation 

8.1 The Budget achieves a balanced position across the three years and in 2015/16 a 
small surplus £6,100 is made.  Despite the balanced Budget the level of unallocated 
reserves reduces to £397,100 in 2015/16 (if all the earmarked reserves are fully 
utilised).  The small surplus in 2015/16 and the lower level of unallocated reserves 
makes it is important that major risks and opportunities are understood and future 
plans adjusted in response to any changes.  

8.2 There are 5 major risks to the Budget Plan 

 Further Defra National Park Grant Cuts and no inflation increase in 
2015/16 

Risk – A further 2% cut in 2014/15 and a further 6% cut in 2015/16 

The cumulative impact by the end of 2015/16 would be £306,200 as shown 
in table 9 below. 

Mitigation – further cost reductions and, or increase income (not yet               
detailed). 
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Table 9 – Impact of Defra Grant Cuts  

 
 

 
2014/15 

 
2015/16 

 
Total 

2014/15 2% Cut 52,000 52,000 104,000 

2015/16 no inflation increase  49,400 49,400 

2015/16 6% cut   152,800 152,800 

Total Risk 52,000 254,200 306,200 

 

 The Sill Project 

Risk – increase in project costs not externally funded 5% = £500,000 

        – cannot raise £2.5m of finance to bridge project gap funding 

        – extra resource to manage the project and establish the Sill operation 

     Mitigation - £600,000 Phase 2 earmarked reserve 

- £69,100  Phase 1 earmarked reserve      

 Inflation 

Risk – cost inflation increases by 1% per annum above projections  

- salary inflation increases by 1% per annum above projections from 
2014/15 

 The cumulative impact by the end of 2015/16 would be £105,800 as shown in 
table 10 below. 

Table 10 – Impact of higher inflation  

 
 

 
2013/14 

 
2014/15 

 
2015/16 

 
Total 

Cost inflation 1% 8,000 16,300 25,000 49,300 

Salary inflation 1%   18,800 37,700 56,500 

Total Risk 8,000 35,100 62,700 105,800 

 

Mitigation – further cost reductions and, or increase income (not yet               
detailed). 

 Income Generation 

Risk – Income generation target of £281,000 over the 3 years is only 
partially     achieved. 

-  Additional expenditure required up front to support income generation 
activities 

Mitigation – Further cost reduction (not yet detailed) 

 Loss of Key Staff  
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Risk – Projects not delivered on time or to budget, loss of expertise 

- Additional cost of temporary staff, recruitment and training 

- Impact on staff morale, longer working hours, stress 

                         Mitigation – Good HR practice 

 - Training 

8.3 Potential for Mitigation 

 With an income generation target already in the Budget, low inflation and significant 
cost reduction over the past 3 years opportunities to reduce costs further are limited 
without a fundamental review of some, or all activities.  

 There are three areas where costs could be reduced without an impact on core 
activity.   

 The SDF and Action Area Funds total £200,000 per annum and some 
National Parks have stopped or reduced their activities in these areas now 
SDF is no longer a ring fenced grant allocation.   

 Cut back on New Projects unless they are fully (or almost entirely funded), by 
external parties thus saving on the £100,000 annual budget. 

 Put the Sill Project on hold, or cancel completely, this would release £900,000 
of earmarked reserves which would allow the Authority more flexibility and 
time to react to unforeseen Budget challenges.  

9. Capital Budget, Operational Boundary and Authorised Limit 
 
9.1 Within the outline proposals for allocation of the revenue resources are some projects 

which, when further developed, may require capital borrowing. For example a loan 
could be used to acquire the YHA site at Once Brewed which would then be paid 
back out of the annual rent charged to the YHA for the new hostel. 

9.2 In order to have the option of accessing borrowing from the Public Works Loan 
Board, the Authority has to formally agree the operational boundary and authorised 
limits which are defined items under the “Prudential Code.”  

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

9.4 It is however proposed that the Authorised Borrowing Limit (the maximum borrowing 
limit) is increased from £400,000 to £800,000 to allow flexibility for new initiatives not 
yet included in the plan but which may be required, such as investment in rural 
broadband. Once again any proposals to actually borrow funds would be put before 
the Authority for approval. 

9.5 The Authority are asked to approve the limits set out in Appendix 2 be agreed by the 
Authority for each of the years 2013/14, 2014/15 and 2015/16. The operational 
boundary and authorised limit will be reviewed by the Authority annually. Next year a 
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detailed financial plan for the Sill, covering capital expenditure, working capital, start 
up costs and ongoing revenue expenditure will be available to support the HLF bid for 
phase 2 funding and the limits can be reviewed at that time. 

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

10 Conclusion 

10.1 As a result of further cost reduction actions and targeted improvements in income 
generation the three year Budget Plan improves on the (surplus) / deficit position 
agreed at the Authority meeting in December 2012. The Budget produces a total 
surplus of £10,200 over the three years and in the last year of the plan (2015/16) 
achieves a balanced position with a surplus of £1,500.   

The level of unallocated reserves reduces to £387,900 in 2015/16 (if earmarked 
reserves, including £900,000 for the Sill, are all fully utilised).   

The small surplus and lower reserves makes it is important that the major risks 
identified in the report are closely monitored and plans adjusted in response to any 
changes.   

Given the risks of further Defra grant reductions, failure to achieve the new income 
generation targets and the Sill Project, it would be prudent for the Authority not to 
approve any further substantial un-budgeted expenditure in 2013/14 until there is 
greater certainty in these critical areas. 

 
 
Contact Officer: 
For further information contact Gordon Allan, Finance Manager (Maternity Cover) on 01434 
611504 or e-mail: gordon.allan@nnpa.org.uk   
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Appendix 1 to Item 2  
   

     Expenditure and Income by Activity 2012/13 2013/14 2014/15 2015/16 

 
        

     A Conservation Natural Environment 264,100  239,300  182,500  185,700  

B Conservation Cultural Heritage 90,400  61,800  46,100  52,000  

C Recreation Management and Transport 352,500  142,200  144,100  153,400  

D Promoting Understanding 785,600  616,700  374,300  370,700  

F Rangers Estates and Volunteers 327,500  335,000  339,900  346,500  

G Development Control 103,600  134,600  134,200  108,700  

H Forward Planning and Communities 819,200  593,000  441,500  435,700  

I Corporate Management 1,271,700  1,262,800  1,246,500  1,276,600  

 
        

     Total Expenditure 4,014,600  3,385,400  2,909,100  2,929,300  

     A Conservation Natural Environment (58,900) (69,700) (10,500) (10,500) 

B Conservation Cultural Heritage (13,800) (9,700) 0  0  

C Recreation Management and Transport (294,200) (163,600) (163,700) (163,800) 

D Promoting Understanding (272,900) (271,300) (33,900) (34,900) 

F Rangers Estates and Volunteers (5,800) (5,800) (6,000) (6,200) 

G Development Control (15,000) (15,000) (15,000) (15,000) 

H Forward Planning and Communities (241,100) (147,700) 0  0  

I Corporate Management (60,000) (52,600) (48,600) (48,600) 

 
        

     Total Income (961,700) (735,400) (277,700) (279,000) 

     A Conservation Natural Environment 205,200  169,600  172,000  175,200  

B Conservation Cultural Heritage 76,600  52,100  46,100  52,000  

C Recreation Management and Transport 58,300  (21,400) (19,600) (10,400) 

D Promoting Understanding 512,700  345,400  340,400  335,800  

F Rangers Estates and Volunteers 321,700  329,200  333,900  340,300  

G Development Control 88,600  119,600  119,200  93,700  

H Forward Planning and Communities 578,100  445,300  441,500  435,700  

I Corporate Management 1,211,700  1,210,200  1,197,900  1,228,000  

 
        

     Net Expenditure 3,052,900  2,650,000  2,631,400  2,650,300  

     Further Staff Savings (7,500) (7,500) (7,500) (7,500) 

Pension Increase 
  

43,500  43,400  

Income Generation   (47,000) (95,000) (139,000) 

New Projects 41,000  100,000  100,000  100,000  

 
        

     Gross Budget (Surplus) / Deficit  3,086,400  2,695,500  2,672,400  2,647,000  

     National Park Grant (2,955,300) (2,777,300) (2,599,300) (2,648,700) 

 
        

     Net Budget (Surplus) / Deficit 131,100  (81,800) 73,100  (1,500) 
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Appendix 2 to Item 2 – Operational Boundary and Authorised Limit 
 
Actual External Debt at the last balance sheet date of 31st March 2012 was: 
 
Borrowing    £0 

Other long term liabilities   £0 

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

Other long term liabilities              £0 

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

Other long term liabilities              £0 

Total Authorised Limit        £800,000 
 


