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Item 9: MEDIUM TERM BUDGET UPDATE AND TREASURY STRATEGY INCLUDING 
REVISIONS TO KEY FINANCIAL DOCUMENTS  

1. Purpose of Report 

a. This report requests formal approval for budget carry forward adjustments from 
2017/18, summarises the effect on the overall reserves position of the Authority and 
details the strategy for treasury management for approval for the year ahead. In 
addition the report seeks Member approval to update the Standing Orders Relating 
to Contracts, Financial Regulations and the Anti-Fraud and Corruption Strategy.  

2. Recommendations 

The Authority are recommended to: 

a. approve the carry forwards as detailed in paragraphs 4b and 4c; and  
b. approve the treasury management strategy detailed in sections 7 and 8 of the 

report. 
c. approve the updated Standing Orders Relating to Contracts (Appendix 1) 
d. approve the updated Financial Regulations (Appendix 2); and  
e. approve the updated Anti-Fraud and Corruption Strategy (Appendix 3).  

3. Implications 

Financial 

a. After proposed net budget carry forwards of £176,000 (net income) the 2017/18 
outturn has returned a modest but favourable £3,500 to unallocated reserves.  

Equalities 

b. None 

4. Medium Term Budget Update 

a. As reported in Item 2 the Authority has net income carry forward requests of 
£176,000 which are detailed in tables 1 and 2 below. 

b. Details of the Operating Budget expenditure carry forwards of £55,000 are shown in 
Table 1 below. 

Table 1 – Operating Budget Carry Forwards 
 

 Carry forward 

requested  

Business Development Directorate: £23,800  

IT (£7,500) 

Fundraising Costs (£7,500) 

Visitor Survey (£8,800) 

Park Management Directorate £31,200  

Local Plan Review  (£27,900) 

Others Under £10,000 (£3,300) 

Total  (£55,000) 
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c. Details of the Net Project Budget carry forwards are shown below in Table 2 

Table 2 – Net Project Budget Carry Forwards  

The Sill Project (£129,700) 

The Sill Project – short term cashflow loan £425,000 

Hadrian’s Wall National Trail (£43,700) 

New Project Fund (£12,700) 

Others Under £10,000 (£7,900) 

Total  £231,000 

d. In December 2016 the Authority delegated permission to the Chief Executive to 
draw down the pre approved short term loan of £441,900 when cashflow required. 
This was not needed in 2017/18, partly due to faster drawdown of HLF grant 
against in kind contributions than anticipated.  It is important the ability to loan for 
cashflow remains due to the cap at 90% spend on the total project budget, at which 
point the remaining 10% is held until a satisfactory audit at the end of the project. 
Therefore this is included in the carry forward request net of the interest cost.  

e. The details behind each of these proposed budget carry forwards were discussed 
by the Finance and Audit Group. The Authority is asked to approve the total 
changes of which reduce the 2018/19 budget deficit by £176,000. 

5. Budget Summary and Reserves 

a. Table 3 below shows the summary of budget changes since those reported in 
March 2018 and the resulting revised annual surplus or deficit.  

Table 3 Summary of Budget Changes  

£000’s 2017/18 2018/19 

March 2018 reported Budget Surplus/ (Deficit) (791.0) (189.8) 

Allocation of additional budget – (Item 7 March 2018 
NPA meeting) 

(40.00) - 

Allocation from New Projects Fund to Make Great 
Memories in England’s National Parks’ project (Timing 
only) 

5.0 (5.0) 

Allocation of philanthropic funds to Cheviots Project 
Delivery Grant (Timing only) 

34.5 (34.5) 

Allocation of Additional budget (Item 2 (p) March 2018 
NPA meeting) 

- (10.0) 

Updated Budget Surplus/ (Deficit)  (791.5) (239.3) 

Impact of Budget Carry Forwards (tables 1 & 2)  176.0 

June 2018 Budget Surplus / (Deficit)  (63.3) 

 
b. Table 4 shows reserves position including the actual opening reserves as per the 

outturn which takes into account the £3,500 of budget returned to unallocated 
reserves and the revised annual surplus or deficit detailed in Table 3.  
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Table 4 Reserves Summary 

 

6. The Prudential Code for Capital Finance  

a. At the National Park Authority meeting on the 15th June 2016, the Authority agreed 
to raise a loan of £1,208,100 from the Public Works Loan Board (PWLB) over a 30 
year term at an interest rate of 2.45%. A short term loan of £441,900 was also 
approved and at the National Park Authority meeting on the 14th December 2016 
the Authority approved a recommendation to delegate the decision regarding the 
timing of the loan draw down to the Chief Executive. As discussed earlier in the 
report this has not been required as yet.   
 

b. A separate long term loan of £100,000 for the extension of the Housesteads Car 
Park was approved on the 9th December 2015, repayable over 10 years at an 
interest rate of 1.73%.  

 
c. As a result of the loan finance some key indicators need to be reported. 

 
d. The affordability prudential indicator for borrowings is the ratio of financing costs 

to net revenue stream (National Park Grant) and calculates at 2.58% (excluding 
the short term cashflow loan).  

 
e. As part of the current Medium Term Budget Plan the Authority agreed the 

Operational Boundary of £2.0 million, which represents possible borrowing and 
the Authorised Limit of £2.5 million, the limit beyond which borrowing is prohibited, 
however please note this s a formality any financing or re-financing needs the 
approval of the Authority as per the Financial Regulations.  

 
f. The Minimum Revenue Provision (MRP) is the amount Local Authorities are 

required to set aside each year from their revenue account in order to ensure 
prudent provision is made annually for the repayment of outstanding loan principal. 
In 2018/19 the MRP is budgeted at £38,300. 

7. Treasury Strategy 

a. In June 2012 the Authority, in accordance with the Chartered Institute of Public 
Finance and Accountancy (CIPFA) Code of Practice for Treasury Management in 
Public Services (the Code), formally adopted a revised Treasury Management 
Policy Statement; and Treasury Management Practices (TMPs). 

£000’s 2018/19 2019/20 2020/21

Opening Reserves 676.3 613.0 790.9

Budget Plan Surplus / (Deficit) (63.3) 177.9 (18.8)

Closing Reserves 613.0 790.9 772.1

Earmarked Reserves:

IT Capital Replacement Reserve (45.0) (55.0) (65.0)

Planning Contingency (100.0) (100.0) (100.0)

Legacy Reserve (48.9) (48.9) (48.9)

Sill Earmarked Reserve (32.0) (32.0) (32.0)

Total Earmarked Reserves (225.9) (235.9) (245.9)

Total Unallocated Reserves 387.1 555.0 526.2
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b. There have been no changes to CIPFA’s Code of Practice for Treasury 
Management that require the Authority’s policies to be changed. 

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

 

8. Investment Strategy 

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

i. To balance the funds invested across at least three lenders and not to invest 
over £2.5m or 50% of the planned deposits in any one year in any one bank, 
unless there is a clear interest rate advantage to do so.  

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

iii. Manage interest to achieve the £5,000 Budget target. 

iv. Continue to review other high street banks to ensure the approved institutions 
remain competitive. 

b. The Authority now has instant access banking facilities with Barclays, HSBC and 
Santander and a deposit facility with a minimum 32 day notice return with Lloyds. 
Lloyds could not provide an account where cash could be easily withdrawn when 
required through an instant access option.  

c. If cashflow is deemed certain timed deposits will be considered to maximise interest 
returns and the rate achievable verses the risk of unforeseen events where the 
cash may be required. The relative interest gain achievable will be considered 
against those achievable with the on demand accounts and the minimising of  
withdrawals where cashflow allows (higher rates can be achieved if there are no 
withdrawals in a calendar month).  

d.  The credit ratings of the Authority approved Banks and Building Societies 
(Barclays, Santander, Lloyds and HSBC) continue to be monitored on a regular 
basis to ensure they remain A- or better.  

e. The Finance Manager will review the cash position and forecast on a regular basis 
and place the funds in accordance with the points above. 

 

9. Revisions to key financial documents 

a. The Standing Orders relating to Contracts and the Financial Regulations are 
required to be reviewed every two years to ensure they are update with internal and 
external changes affecting them.   

b. The review was due in December 2017 but was delayed 6 months so that the 
impact of the restructure could be included. 

c. There are no material changes to either document, the changes relate to changes 
in the title of the post responsible as a result of the restructure.  

d. The revised Standing Orders relating to Contracts are included at Appendix 1 and 
the Financial Regulations are included at Appendix 2 for Authority approval. 

e. As part of our ongoing review of policies and procedures it was timely to review the 
Anti-Fraud and Corruption Strategy to ensure it reflected the revised Financial 
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Regulations. Again the changes were minor, some cross references to historical 
government publications were removed and updates were made to the person or 
persons responsible.   The revised strategy is included at Appendix 3 for Authority 
approval. 

 

10. Conclusions 

a. The budget changes in the report are generally in relation to timing only. The overall 
change to the unallocated reserves since the Medium Term Budget Plan 2018/19 – 
2020/21 is a £6,500 reduction. This is the impact of the £10,000 one off expenditure 
budget approved in March 2018 after the budget was approved (as referenced in 
Table 3) reduced by £3,500 for the small return to reserves as a result of the 
2017/18 outturn results.  

 

Contact Officer: 

For further information contact Hazel Fitzsimmons, Head of Business Support on 01434 
611504 or e mail: hazel.fitzsimmons@nnpa.org.uk   


