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Item 3.   MEDIUM TERM BUDGET PLAN 2012/13 TO 2014/15 
 
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 and identifies the key risks to its delivery. 

2.  Recommendations 

2.1  The Authority is recommended to: 
a) Approve the changes to the three year budget plan as detailed in paragraph 

6.1 of this report; 
b) Approve the detailed budget plan for 2012/13 in paragraph 6.5 and 6.6 of 

this report; 
c) Approve the creation of earmarked reserves detailed in paragraph 6.7; 
d) Note the key risks to effective delivery of the four year budget plan;  
e) Approve the operational boundary and authorised limits as set out in 

Appendix 1 to Item 3. 

3. Implications 

Financial 
3.1 The budget plan as shown in Table 6, paragraph 6.10 shows that over the three year 

period income is greater than expenditure. However, this Table also shows in the 
third year of the plan the budget is unbalanced with a £175,400 ongoing deficit. If the 
high risk income generation targets are found to be unachievable that deficit will 
increase further. In this context the £788,100 of unallocated reserves provides a short 
term contingency to allow the Authority to explore other options to balance the budget 
over the coming years.  It would be prudent for the Authority to only allocate funds 
from the £788,100 during 2012/13 and beyond when the Authority is clearer about 
the financial position in later years and in particular the status of the major 
redevelopment project known as the Sill landscape centre. 

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

four 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 Northumberland National Park 

Authority faces the most difficult financial challenge in its history. Between April 2010 
and April 2014, the Authority is set to lose 33% (in real terms) of its core government 
funding from Defra. 

4.2  In the last year, the Authority: 

 Set a balanced budget over the next four years including front-loading the cuts to 
finance the additional costs of staff redundancy and resulting pension fund costs; 

 Implemented a new staff structure with 22 less staff posts and cut service areas; 

 Successfully responded to the Minister’s offer and submitted a separate bid to 
Her Majesty’s Treasury’s ‘Modernisation Fund’ via Defra for the direct costs of 
redundancy and some, but not all, of the related pension fund costs from the 
budget cuts; 
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 Concluded a voluntary redundancy exercise and completed a first round of 
compulsory redundancies with 16 staff made redundant including 3 staff from the 
loss of the apprenticeship training team late in 2010/11; 

 Appointed a new smaller management team; 

 Completed the first year of the action plan to make the cuts;  

 Sought competitive tenders for 9 externally sourced professional services and 
ceased the services of one service altogether; and 

 After receiving Defra’s response to a Letter of Claim to ask the Minister to 
reconsider the process by which Northumberland National Park Authority’s 
budget was determined, the Authority decided, on balance, not to seek a judicial 
review. 
 

5. Key Risks and the Cuts Plan 

A. Key Risks 

(i) Further Loss of Core Government Funding 

5.1  Defra have stated in their budget settlement letter dated 20th December 2010: 

‘Experience from previous spending reviews suggest that these year 2-4 allocations 
can, and in all likelihood, will need to change over the spending review period, and 
the current tight financial circumstances make that even more likely. So we would 
ask that you proceed with caution when committing against the allocations for years 
2-4, and treat them as merely indicative now. We will of course confirm them as soon 
as we can.’ 

5.2  Defra have not yet confirmed that further cuts in addition to the 33% reduction in real 
core funding will be needed. In their letter received 9th January 2012 Defra stated: 

‘Beyond 2012/13 
The last years of the SR (Spending Review) are looking far more challenging 
(including the £22m reductions due to the Autumn Statement for each of the 
remaining two years) and we need to engage with Ministers early in the New Year on 
how to address this. The planning team will be in contact to let you know the process. 
So, please be prepared for likely changes in future year budgets.’ 
 

5.3  In response on the 6th February 2012 the Chief Executive asked Defra: 

‘ To consider undertaking a review of the impact of current budget reductions on 

individual National Park Authorities, before proposing any further budget reductions 

for those Authorities.’  

5.4  Defra have responded to this request and have acknowledged the need to take into 
account income raising potential and reserves / balances.  

5.5  The recent Defra letter does not change the planning budget but it does introduce an 
additional level of risk to the Authority’s budget plan stating “initial indications are that 
we could be facing downward revisions of Departmental budget by up to 10%”. The 
Authority needs to acknowledge that this may change and the budget plan may need 
to be re-visited. 
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(ii) Inflationary Pressures 

5.6  The budget plan was based on the inflation estimates supplied via Defra from the 
Office for Budgetary Responsibility. Actual inflation in 2011/12 is higher than official 
estimates and new official forecast inflation figures are higher than those estimated 
for the four-year spending review. 

Table 1 

 

5.7  Revised inflation estimates are 4.4% higher over the four-year period – the 
equivalent to an additional ongoing budget cut of £113,000 in 2014/15. There is a 
very high probability that this risk will be realised as most of this estimated change is 
the difference between actual and estimated inflation in 2011/12. 

5.8  The Authority’s budget plan uses the original figures across all four years and thus 
embeds the £113,000 of additional cuts in real terms. 

5.9  The Government requested a two-year pay freeze in public sector pay rises. As a 
result the local government pay settlements were 0% in 2010/11 and 0% 2011/12. 
Further pressure is being put on public sector pay bargaining and the budget plan 
assumes below inflation pay rises of: 

1.0% in 2012/13; 

2.6% in 2013/14; and 

2.7% in 2014/15. 

5.10  In the recent past the cost of employing staff has risen, not due to above inflation 
rises in pay, but due to higher employer National Insurance and higher local 
government pension contributions. The budget plan assumes that National Insurance 
charges will not significantly alter. The Authority’s pension contributions are set every 
three years following independent expert evaluation which covers all but the last year 
(2014/15) of the budget plan. Actual figures will not be known until December 2014 
and therefore a working assumption of an increase of £43,000 or increase of 3% to 
an employer contribution rate of 17.2% is assumed in the budget plan. 

5.11  However, the Authority also has a fixed pension deficit which now needs to be 
financed from a reduced payroll. As the payroll headcount reduces this places an 
additional relative pension cost per member of staff. In overall terms the additional 
pension contributions costs are offsetting any financial savings from below inflation 
pay awards. 

 

Year

June 

2010 

Forecast 

December 

2011 

Forecast

Compound 

Inflation June 

2010 Estimates

Compound Inflation 

December 2011 

Estimates

2011/12 1.9% 4.2% 101.9 104.2

2012/13 2.3% 3.1% 104.2 107.4

2013/14 2.6% 3.1% 107.0 110.8

2014/15 2.7% 3.1% 109.8 114.2

Difference 4.4%
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5.12  The only actions the National Park Authority can do to mitigate the above macro-
economic risks is to ensure Defra officials are fully aware of their impact on the real 
value of the national park grant settlements.  This highlights further the need for 
Defra to undertake the review of the circumstances of individual authorities as 
requested in 5.3. 

 
B. Cuts Programme 

5.13  In February 2011 the Authority agreed the following overall programme of cuts: 

Table 2 

 

5.14  The figures in this original plan constantly change and these changes were reported 
quarterly to members of the Authority. Table 3 shows the progress to date against 
the original plan. This shows that the Cuts Plan is ahead of target in virtually all 
aspects except: 

  income generation (car parks, marketing, renting buildings); and 

  transfer of two of the three visitor centres.   

 

Yr 1 Yr 2 Yr 3 Yr 4

2011/12 2012/13 2013/14 2014/15

A Governance and Leadership -130,633 -263,307 -303,510 -312,093

B Corporate Services -39,496 -164,820 -182,480 -231,970

C Rural Development -75,000 -75,000 -82,800 -82,800

D Land Management -60,067 -130,800 -142,500 -130,900

E Property & Related Services -97,192 -148,175 -249,600 -252,725

F Visitor Development & Engagement -29,908 -46,100 -49,300 -55,250

Pension costs 35,100 43,900 45,500 43,700

One off costs 31,000 0 0 0

Totals -366,195 -784,302 -964,690 -1,022,038

Cuts Less Additional Costs  Summarised
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Table 3 

 
Annual Progress of Cuts Plan 
 

 
Status of Progress in 

2012/13 

 
A Governance and Leadership  

A.1 Follow through Defra Governance Review but assume 
no significant savings on member costs over 4 years.  

£12,000 ongoing savings 

A.2 Reduce member services support posts from 2 to 1.  1 post deleted 

A.3 Reduce Senior Management Team and Heads of 
Service from Year 1 by replacing the existing two 
Directors and six Heads of Service Posts with four 
Heads of Department. 

All 4 posts deleted 

A.4 Reduce PA and Admin Support (Operations) from 3 full-
time equivalent posts to 1 post from Year 1 

2 posts deleted 

A.5  Create a new Chief Executive's Personal Assistant post 
as a supervisory post for a single Personal 
Assistants/Member Services support team  

Completed 

   

B. Corporate Services  
B.1 Remove ICT Head of Service role and replace with a 

lesser managerial post in Year 2.   
Completed 

B.1a Remove one of the two ICT supporting posts  from Yr 2.  1 post deleted 31st March 2012 

B.2 Remove one of the 3 ICT Development posts in Year 1.  1 post deleted 31st March 2012 

B.3 Reduce ICT equipment and maintenance cost from Year 
1.  

Savings made 

B.4 Remove Head of Service post for Finance and Human 
Resources and Finance Officer and replace with single 
Finance Band 6 post from Year 2.  

Completed 

B.5 Reduce Finance Officers 2.2 fte to 2 fte - Year 1. Completed 

B.6 Reduce staff "on costs" such as training and public 
transport costs Year 1 including removal of essential car 
user allowances.  

Complete in December 2012 

B.7 Raise income from office leasing and efficiency savings 
from Year 1.  

No progress – carry forward and 
reduce expectations 

B.8 Review delivery of communications function Year 1 No progress – carry forward and 
maintain expectations 

   

C. Rural Development  
C.1 Retain Action Area budget in Operation Department and 

reduce to £75,000 Year 1.  
Complete 

C.2 Reduce grade of one Community Enterprise officer 
posts.  

Not progressing as role changed 
to accommodate needs of the 
new structure 

C.3 Reduce SDF grant programme to £125,000 as not ring 
fenced and outsource to rural development company.  

Financially complete. 

 
D. Land Management  
D.1 Remove 1.5 Farming and Rural Enterprise Assistants 

posts from Year 1.   
1.5 posts deleted 

D.2 Reduce grade and role of a Specialist Services 
(Conservation) post. 

Complete 

D.3 Reduce Forward Planning budgets from Year 1.  Complete 

D.4 Remove senior Development Control officer post from 
Year 1 and rearrange existing roles. 

1 post deleted 
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Annual Progress of Cuts Plan 
 

 
Status of Progress in 

2012/13 

 
E. Property and Related Visitor Services  
E.1 Remove 1 Senior Ranger post from Year 1.  1 post deleted 

E.2 Reduce Rights of Way materials budget - Year 1.  Completed 

E.3 Reduce recreation site maintenance costs from Year 1.  Not achieved due to lower car 
park income (£20,000).  Need to 
reduce expectations and review 
budgets 

E.4 Seek alternative means of delivering 2 visitor centres 
(Rothbury and Ingram).  

Significant effort applied, 
however no practical progress. 4 
staff placed on at risk notice 

E.5 Remove Visitor Centre Manager post from Year 3.   1 member of staff placed on at 
risk notice 

E.6 Remove 2 of the 8 Ranger posts from Year 1 2 posts deleted 

   

F. Visitor Development and Engagement  
F.1 Remove Sustainable Tourism post and budget from 

Year 1. 
0.5 post and budget deleted 

F.2 Retain Marketing officer post as full time for Year 1 
(pending income generation of £14,000)  

0.5 post deleted as no additional 
income raised 

F.3 Retain marketing budget for Year 1 (pending further 
income generation of £10,500).  

Included on assumption full time 
Officer, not pursued in light of 
above. 

F.4 Retain tourism and marketing investment in-house 
pending further development of a Northumberland-wide 
tourism partnership.  

Plans well developed for a new 
Northumberland-wide 
partnership.  Carry forward for 
implementation in 2012/13 

F.5 Reduce grade and role of 1 post  Completed 

 

5.15  There are a number of risks which require active management in the above 
programme of savings. In particular: 

(i) Governance and Leadership 

 Moving to new governance arrangements presents a challenge and 
potential risk which will have to be carefully managed. 

 Reliance on a much smaller management team and supporting staff.  

 National changes to governance arrangements resulting from Defra 
consultation planned for March 2012.  

(ii) Corporate Services 

 Significant reduction in support staff requires all staff and members to 
work in a more effective manner including better use of new technology 
and greater delegation from members and senior staff. 

 The move to lower cost and free ‘open-source’ software and hardware by 
the ICT team is a technical and corporate challenge as the current 
systems work well but are costly to replace. Furthermore there is a need 
to create a reserve for capital replacement of planned ICT hardware 
replacement such as servers. 
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(iii) Rural Development 

 Work with local LEADER Local Action groups to generate additional funds 
is a new concept in Northumberland and will test the ability of the 
Authority and its public sector partners in supporting an enabling role. This 
risk is being managed by the Head of Corporate Services who is actively 
assisting the development of the new company – working title ‘Rural 
North’. 

 As a result of the Governance Review members agreed to consider 
improved mechanisms to engage with local businesses and communities 
(possibly via forums). This will be progressed during 2012. 

(iv) Land Management 

 The cost savings in Development Control are based on a new and 
effective ICT system being up and running early in the New Year. This is 
happening at a time of management change and will create an added risk.  

 The recruitment of a new Head of Planning, Conservation and 
Communities less than one year into the new management and team 
structures. 

(v) Property and Related Services 

 The future management of national trails could represent a risk to the 
Authority’s delivery and budget plan in respect of access.  This year has 
seen a reduction in resources received by the Authority for maintenance 
of national trails (effectively a secondary cut) and agreement over the 
future maintenance of the trails is yet to be reached. 

 The Authority will need to continue to demonstrate it is making good 
progress in opening-up new as well as in-demand easy access routes for 
people with disabilities. 

 The aim to transfer two of the three visitor centres to private / voluntary 
sector partners remains a high risk. The Authority’s staff and property will 
need to assess alternatives and will need to reduce our expectations for 
income generation. 

 In addition, the Authority will need to review how it delivers visitor 
welcome and information with services which may put a call on additional 
resources. 

 Income for car parking will benefit from advice from new professional 
advisers, however, it will be necessary for the Authority to review its target 
and ensure these are realistic going forward. 

(vi) Visitor Development and Engagement  

 The marketing cuts were not addressed by raising private sector 
sponsorship. The transition to a more affordable partnership for managing 
tourism across Northumberland has been delayed and is being supported 
by the Chief Executive who is playing a leading role in the transition 
process. 
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6. The Revised Budget Plan 

6.1  All budgets have been updated for the next three years by Heads of Department 
based on past experience and expectations about further savings. The departmental 
results were reported to the February meeting of the Strategic Leadership Panel and 
in summary are: 

a. Corporate Services - £33,000 additional savings over the three years of which 
£11,000 ongoing annual savings; 

b. Planning, Conservation and Communities - £12,000 higher one-off costs / 
reduced income over the three years with £0 additional  ongoing costs; 

c. Operations - £63,000 higher costs of which £21,000 is ongoing annual 
increased costs / reduced income; and 

d. Partnerships and Programmes - £46,000 higher cost over the three years of 
which £23,000 is ongoing higher costs / reduced income. 

6.2  The Authority’s policy is to manage budgets and where necessary not to have end of 
year cuts-offs. Thus underspends and overspends can be managed over the four 
year budget plan.  

6.3  In 2011/12 the planned underspend has been rounded to an assumed value of 
£100,000. 

6.4  Furthermore the Authority’s success in gaining Treasury Modernisation funds for 
some of the costs of redundancy gained £180,000 of additional grant via Defra.  

6.5  Table 4 sets out the revised base budget 2012/13 with the figures for the latest 
2011/12 budget shown as comparison. 

Table 4  

 2011/12 2012/13 % decrease 

Conservation Natural Environment £212,100 £172,400 19% 

Conservation Cultural Heritage £61,100 £57,000 7% 

Recreation Management £161,600 £141,500 12% 

Promoting Understanding £687,300 £454,700 34% 

Rangers, Estates and Volunteers £375,400 £327,400 13% 

Development Management £137,900 £99,300 28% 

Forward Planning and Communities £751,300 £538,600 28% 

Corporate Management £1,512,700 £1,261,400 17% 

Total Expenditure £3,899,400 £3,052,300 22% 

Less Income £3,685,500 -£3,358,400 9% 

Net Total £213,900 -£306,100  

Net Business Plan Budget £311,300 £176,600  

Redundancy £23,700 £4,500  

Modernisation Fund -£180,000 £0  

Total Net Budget £368,900 -£125,000  
 
 
 
 

 
Note 2011/12 figures include carry forwards (net £320,900) approved from 2010/11.  
Any 2012/13 carry forwards will be included following the necessary approval by 
members in June 2012. 
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6.6  Business Plan new priority investment details are shown in the following table. These 
are the third and final year investments as part 3-Year Business Plan set by the 
Authority to deliver key elements of the National Park Management Plan. 
 
Table 5 

   
2012/13 Net 

Budget 
 
A Welcoming Park £43,000* 

Engage under-represented audiences & National Park Schools 
Programme (released and project under-way) 

£29,000 

Improve accessibility – key routes / Walltown - not released, carry forward 
of £12,000 will be requested from 2011/12. Delayed due to Leadership 
Team decision to request a management plan for the site prior to 
investment. 

£4,000 

‘College in the Park’ training initiatives – not released, carry forward of 
£10,000 will be requested from 2011/12.  Explore opportunities of external 
funding to run a one year training project similar to the Upland Farming 
Traineeship 

£10,000 

 
A Distinctive Place 

 
£53,500 

Baseline research, priority habitats and species – not released but no 
carry forward required. Programme to be developed in year. 

£10,000 

Initiatives to build networks of habitats / resilience to climate change – Not 
released but no carry forward required.  

£20,000 

Promote awareness of historic environment at risk and reduce number of 
historic buildings at risk (released and project under-way) 

£13,500 

Community archaeology not released, carry forward of £20,000 will be 
requested from 2011/12.  Joint bid with North Pennines Area of 
Outstanding Natural Beauty will be submitted to the Heritage Lottery Fund 
in March 2012. 

£10,000 

 
A Living Working Landscape for Now and the Future 

 
£19,100 

Assess and develop estate management plan (following Breamish Valley 
pilot) not released, but no carry forward required. Aim to develop a 
landscape management vision for the North Tyne, once assessment of 
the Breamish Valley pilot is undertaken.  

£10,000 

Maintenance of Greenlee/ Stonefolds boundaries under HLS scheme not 
released, carry forward of £5,000 will be requested from 2011/12. There 
have been some issues outside the Authority’s control but these are now 
thought to be close to resolution. 

£4,000 

Develop low carbon National Park initiative (released and project under-
way) 

£5,100 

 
A Valued Asset 

 
£11,000 

Research (with university students) on carbon sequestration and 
ecosystems services. (released and project under-way) 

£6,000 

Research, case studies and influencing to demonstrate the value of the 
National Park scheme not released, carry forward of £10,000 will be 
requested from 2011/12. 3 case studies have been identified for 
commencement in 2012/13. 

£5,000 

 
An Excellent Authority 

 
£50,000 

Reduce costs by investing in energy saving technology not released but 
no carry forward required. Programme to be developed in year. 

£50,000 

 
Total 

 
£176,600 

* in addition to the £43,000 for the investment under Welcoming Park, there is 

£50,000 which is transferring to earmarked reserves for The Sill from the 2012/13 
budget agreed in March 2011.  
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6.7  Use of Earmarked Reserves. A number of new areas have been identified where 

there is a requirement or plan to incur expenditure but the timing of that expenditure 
is uncertain or a contingency is required. To address this issue it is proposed to set 
up specific earmarked reserves. This requires Authority approval. 
 

a. The Sill. Budget of £50,000 pa was established in the 2010/11 - 2012/13 
Business Plan to assist the Authority in gaining funding to progress the Sill 
project. Success in gaining matched funds has meant only £10,000 of that has 
been required up until the end of 2011/12 to submit the bid to the Heritage Lottery 
Fund for the next phase of the project. Until the result of that bid is known (April 
2012) and the actual budget requirements are agreed, it is proposed to transfer 
the estimated remaining £140,000 to a specific earmarked reserve and reduce 
the budgets accordingly.  

 

b. Visitor Centre Refurbishment. There is currently an amount of £100,000 built 
up to provide funding to refurbish the Visitor Centres at a time yet to be 
determined. This has been built up by setting aside an annual budget and rolling 
forward any unspent amounts at the year end.  It is proposed to transfer the 
£100,000 to its own earmarked reserve. There remains an annual budget set 
aside for Visitor Centre Refurbishment in the 2012/13 – 2014/15 budget plan and 
any unused budget at the end of each financial year will transfer to the reserve, 
on Authority approval, to build up the fund. The success of the transfer of two of 
the Visitor Centres to a third party provider is currently assessed as being high 
risk. Therefore members are asked to retain this provision and review when the 
future of all three sites is determined.  

 

c. IT Capital Replacement Reserve. There will be an investment in the 
replacement of servers required after this three year budget plan. The timing at 
this stage is expected to be 2015/16 to 2016/17 and the cost estimated at 
£75,000. It is proposed to recognise this amount in an earmarked reserve at this 
stage. This will be funded by reducing the IT budgets up front by £15,000 a year, 
including the 2011/12 budget.  

 

d. Planning Contingency. This “earmarked balance” has been set at £162,000 
since the requirement for a contingency for potentially significant one-off costs 
relating to planning matters was first recognised in the Medium Term Budget plan 
2008/09 to 2010/11. This amount has previously been set aside before the 
allocation of the budget plan but not recognised as an earmarked reserve in the 
Statement of Accounts. Now that the Authority is recommended to approve the 
use of earmarked reserves this should be recognised in a consistent manner.  
 

6.8  All earmarked reserves will be reviewed on an annual basis when setting future 
budget plans to determine if they are still required or are set at the appropriate level. 
The amounts set aside will not be used for any other purpose than specified above 
without the Authority’s prior approval. Members will be duly informed of transfers in or 
out of these reserves as required.  
 

6.9  Table 6 below has assumed the creation of earmarked reserves and the funding of 
these by reducing budgets will be approved.  The annual budgets have been reduced 
accordingly.  
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6.10  These changes result in the following updated 3 year budget plan: 
 
Table 6 

 
 

6.11  The Three Year Financial Plan above shows a planned potential of one-off 
unallocated reserves of £788,100. However, despite significant cost savings and 
downwardly revised income generation figures, the Financial Plan is unbalanced and 
creates an ongoing deficit with expenditure greater than income by £175,400pa. 
 

6.12  Detail follows on the significant items where income generation targets have been 
revised downwards for members to note: 

 net car park income reduced by £19,300 in 2012/13, £21,500 in 2013/14 

and £21,100 in 2014/15. This reflects the downward trend in net income in 

2011/12; 

 net visitor centre ‘profit’ reduced by £7,800 in 2012/13 and £3,900 in 

2013/14 and 2014/15.  The impact reduces after 2012/13 due to the 

assumption in the budget plan that only one visitor centre will be operated 

directly by the Authority. The reduction also reflects the downward trend in 

income in 2011/12; and  

 income from office leasing (including 2 visitor centres) the budget 

assumptions for 2012/13 to 2014/15 as included in the previous four year 

budget plan were £40,000 in 2012/13 and 2013/14, rising to £85,000 in 

2014/15.  The assumptions included in this updated budget plan are 

£20,000 in 2012/13 to reflect the fact this area is behind schedule, 

unchanged in 2013/14, and reduced in 2014/15 to £60,000. Although this 

target is still high risk the Leadership Team were satisfied that the revised 

income assumptions were more realistic especially in the final year.  

Three Year Financial Plan

Year 1 Year 2 Year 3

2012/13 2013/14 2014/15

Forecast Opening Balances 1,358,700 1,483,700 1,590,500

Expenditure 3,056,800 2,944,700 2,959,400

Income from National Park Grant (2,955,300) (2,777,300) (2,599,300)

Income - Other (403,100) (374,200) (328,000)

Net Business Plan Bids 176,600 100,000 100,000

Pension increase - - 43,300

(Surplus)/ deficit (125,000) (106,800) 175,400

Closing balance 1,483,700 1,590,500 1,415,100

Less Earmarked reserves and working balances

The Sill (140,000)

Visitor Centre Refurbishment (100,000)

IT capital replacement reserve (75,000)

Planning contingency (162,000)

Working Balances (150,000)

Unallocated Reserves 788,100
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6.13  Despite the downward revisions in income generation outlined in 6.12 the Financial 
Plan still includes very challenging estimates with £120,000 for office and visitor 
centre leasing deemed to be at risk over the period and £60,000 ongoing. 
Furthermore the scale of the impact of the next Pension Fund revaluation is unknown 
and a mid-range (yet optimistic) outcome has been assumed. 
 

6.14  The Authority is planning a Policy Conference in October 2012. This event will be the 
start of the process of develop priorities for next three-year Business Plan. This 
would be a suitable point to reassess the inherent risks to the budget plan and look to 
prioritise investments from the nominal £100,000 per annum included above plan.  

 
7. Capital Budget 
 
7.1 Within the outline proposals for allocation of the revenue resources are some projects 

which, when further developed, may require capital borrowing for “invest to save” - 
reducing costs by investing in energy-saving technology, for example. 

7.2 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.”  

7.3 There are no plans for any capital borrowing but the Authority may need flexibility 
should the ‘national’ financial risks materialise. It is recommended that borrowing is 
set at a maximum of £400,000, twice last year’s limit, and that the limits set out in 
Appendix 1 to Item 3 be agreed by the Authority for each of the years  2012/13, 
2013/14 and 2014/15. The operational boundary and authorised limit will be reviewed 
by the Authority annually. 

7.4 It is to be emphasised that no capital financed expenditure 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. 

8. Conclusion 

8.1  The report identifies the key risks to an effective delivery of the four year budget plan. 
This requires achieving financial targets and performance targets; managing 
customer and partner expectations; being effective in addressing equality issues; and 
responding to any further changes in funding from Defra. These risks will be 
managed by: 

 Having an effective dialogue with Defra and planning for potential further budget 
reductions by up to 10%; 

 empowering the staff team to deliver the on-going changes;  

 embedding the equality issues into the overall Equality Impact Assessment; 

 utilising the Risk Management Plan to address key risks;  

 regularly reporting to the Authority on delivery and amending the plan in a timely 
manner; and 

 planning the best use of resources as part of a new Three-Year Business Plan. 
 
 
 
Contact Officer: 
For further information contact Stuart Evans, Director of Policy and Resources on 
01434 611527 or e-mail: stuart.evans@nnpa.org.uk   
 
Background papers 
None 
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Appendix 1 to Item 3 – Operational Boundary and Authorised Limit 
 
 
Actual External Debt at the last balance sheet date of 31st March 2011 was: 
 
Borrowing    £0 

Other long term liabilities   
(this represents pension fund liability and donated assets account)  

£2,924,000 

Total Actual External Debt        £2,294,000 
 
 
It is recommended that the Operational Boundary, which represents probable external debt 
during the course of the year (not a limit, as actual borrowing could vary around this 
boundary for short times during the year) be set as: 
 
Borrowing    £400,000 

Other long term liabilities  
(awaits March 2012 year end actuarial information)             

£2,924,000 

Total Operational Boundary        £3,324,000 
 
 
 
 
and the Authorised Limit (the limit beyond which borrowing is prohibited allowing a  margin 
of flexibility) set as: 
 
Borrowing    £400,000 

Other long term liabilities  
(awaits March 2012 year end actuarial information)             

£3,524,000 

Total Authorised Limit        £3,924,000 
 
 
The margin of flexibility built in to the authorised limit is approximately 20% on other long 
term liabilities allowing for some variation in the pension fund valuation. No flexibility has 
been built in to the amount that can be borrowed for investment.  

 


