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REPORT 1: FINANCIAL OUTTURN AND BUDGET UPDATE 

1. Purpose of Report 

This report informs members of the 2019/20 financial outturn, updates members on the 
production of the Annual Accounts, requests formal approval for a series of budget carry 
forwards from the 2019/20 financial year, summarises the effect on the overall reserves 
position of the Authority, updates members on the impact of the coronavirus on the 
2020/21 budget and details the strategy for treasury management for approval for the 
year ahead.  

2. Recommendations: 

The Authority is recommended to: 

a. Note the 2019/20 outturn results and the contents of the report generally; 
b. Approve the carry forwards as detailed in Table 3, Table 4 and paragraph 7e; 

and  
c. Approve the treasury management strategy detailed in sections 11 and 12 of 

the report. 

3. Implications 

a. Financial: The overall 2019/20 financial outturn delivers a budget surplus of 
£46,500. There is a proposal to allocate this in full at paragraph 7e of the report, 
due to a previously identified risk in relation to pay inflation being realised. A late 
net income addition to the budget in quarter 4 of the 2019/20 financial year has 
resulted in an increase to general reserves over the 3 years of £13,300 with closing 
general reserves of £374,900 in 2022/23.   

b. Equalities: None 

c. Link to Business Plan: Financial performance and budget management are an 
integral part of resourcing all aspects of the Business Plan and of maintaining an 
organisation that is fit for the future (Aim 6 of the Business Plan). 

4. Update on 2019/20 Annual Statement of Accounts 

a. The Accounts and Audit (Coronavirus) (Amendment) Regulations 2020 allow for the 
Statement of Accounts for the 2019/20 financial year to be published by no later 
than the 30th November, instead of the usual deadline date of 31st July, thus 
enabling finance departments to concentrate on the impact of coronavirus on their 
organisations finances. 

b. The 2019/20 draft Statement of Accounts of the Authority are completed and have 
been subject to external audit, the results of which currently remain outstanding.  
These will be published on the Authority’s website by the 30th June along with the 
notice of public rights. The final accounts will be presented to the Full Authority 
meeting in September for approval, along with the audit results. 

5. 2019/20 Budget Outturn in Summary 

a. A detailed Budget Outturn report has been considered by the Finance and Audit 
Group. 

b. The 2019/20 full financial year surplus as shown in table 1 below was £45,800, this 
is compared to the planned deficit of £374,300; a positive overall variance of 
£420,100.  

c. The budget deficit figure for 2019/20 has been adjusted in quarter 4, details are 
included at paragraph 7a of the report.  
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Table 1: 2019/20 Financial Performance  
 

2019/20 Outturn Results 
Actual 
£000’s 

Budget 
£000’s 

Variance 
£000’s 

Carry 
Forward 
£000’s 

Impact on 
Reserves 

National Park Grant  2672.9 2672.9       -        - - 
Operating Salary & Related Costs (2,123.6) (2,213.7) 90.1 10.6 79.5 
Operating Expenditure  (846.0) (1,017.6) 171.6 84.2 87.4 
Outstanding Efficiency Target - 3.2 (3.2) - (3.2) 
Operating Income    375.9     379.6 (3.7) 4.0 (7.7) 
Operating Surplus/ (Deficit)    79.2 (175.6) 254.8 98.8 156.0 
      
Sill Business Plan Expenditure (384.5)    (463.0) 78.5 - 78.5 
Sill Business Plan Income  363.5     455.4   (91.9)   - (91.9) 
Sill Business Plan (Deficit) (21.0) (7.6)   (13.4) - (13.4) 
      
Project Expenditure (1,052.5) (1,223.5) 171.0 123.2 47.8 
Project Income  1,022.3 1,002.1 20.2  29.7 (9.5) 
Net Project Surplus / (Deficit) (30.2)  (221.4) 191.2 152.9 38.3 
      
Sill Project Expenditure  (922.4)    (742.0) (180.4) 229.3 (409.7) 
Sill Project Income   940.2     777.9 162.3    (107.4) 269.7 
Net Sill Surplus / (Deficit)   17.8  35.9 (18.1) 121.9       (140.0) 
      
PWLB Working Capital loan interest - (5.6) 5.6 - 5.6 
      
Surplus / (Deficit)   45.8    (374.3) 420.1 373.6 46.5 

 

d. Of the surplus budget variance of £420,100, a net £373,600 is proposed as budget 
carry forward. The breakdown of the carry forward amount is included at section 7 
of this report.  

e. After the carry forwards are allowed for an outturn budget surplus of £46,500 arises.   

f. The Finance and Audit Group have considered the main variances within each 
budget area and there is only one variance which needs to be brought to the 
attention of the Full Authority, which Members have not previously been informed 
of, in the quarterly financial updates throughout the year.  Salary and related costs 
generated a surplus of £79,500 compared to a forecast variance of £53,000. This 
arose because a hold was put on recruitment in January 2020 due to uncertainty 
around the confirmation of our 2020/21 National Park grant settlement  resulting in 
the majority of the increased surplus.  

g. The 5 year project funding from the National Lottery Heritage Fund for The Sill 
project was due to end in 2019/20.  All of the approved purposes of the grant have 
been met or exceeded, but there remains a balance of revenue funding. The NLHF 
have agreed the project end date can be extended to enable the Authority to make 
full use of this balance and have also been extremely accommodating and released 
the remainder of the grant aiding the Authority’s cashflow during the coronavirus 
pandemic.  

h. The revised activity income targets were met in full but the philanthropic fundraising 
capital target generated an outturn deficit of £188,200 after £50,000 of the target is 
carried forward, in relation to a successful funding bid in March which will be 
received during 2020/21. Members have been supportive of a strategy to manage 
this shortfall, by underwriting this deficit in year, £48,200 of the capital budget has 
been released to offset and the balance has been met by the surplus generated 
within operating costs. Drawing a line under this element of the fundraising strategy 
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will allow Officer time to be concentrated on the generation of ongoing revenue and 
philanthropic targets. 

i. The £120,000 commercial Income generation target was exceeded with an 
additional £22,600 (19%) generated against target. The £60,000 efficiency was 
95% achieved with a balance £3,500 outstanding. 

6. Trading  

a. The Authority generated £668,500 income from its trading operations. Net of direct 
staff and direct and recharged operating costs, an overall cash surplus of £227,900 
was achieved. When the value of supporting non charged staff time of £128,600 is 
allowed for the overall operating surplus reduces to £99,300 as summarised in table 
2. 

Table 2: Summary of Trading Operations 

  
Car 
Parks 

Eastburn 
Enterprise 
Hubs  

The Sill Walltown 
Total 
Trading 
Operations 

  £,000’s £,000’s £,000’s £,000’s £,000’s 

Income 181.0 54.5 426.1 6.9 668.5 

Costs (incl. recharged)  (57.8)  (22.6)  (349.5)  (10.7)  (440.6) 

Cash surplus / (deficit) 123.2 31.9 76.6  (3.8) 227.9 

Value of staff time  (8.5)  (10.7)  (104.3)  (5.1)  (128.6) 

Operating surplus/ 
(deficit) after inclusion 
of staff time 

114.7 21.2  (27.7)  (8.9) 99.3 

 

b. Detailed trading reports were discussed at the June 2020 Finance and Audit Group 
meeting for each of the trading areas detailed in the table enabling the appropriate 
level of scrutiny and challenge.  

c. Car Park income (excluding The Sill) at £181,000 saw a decrease of £12,400 
(6.4%) in comparison to the previous year. This is in keeping with feedback we 
have received from other attractions along the Hadrian’s Wall corridor. The 
performance was also impacted by the onset of coronavirus and the closure of car 
parks in March, as well as the fact two car parks have had capital works taking 
place during the year. 

d. Hexham Enterprise Hub income at £54,500 increased by £12,200 (29%) in 
comparison to the previous year due to 100% occupancy of the pods and the letting 
of an internal office previously utilised for flexible / hot desk space.  

e. The Sill results include 4 trading sub areas. The cash surplus or deficit of each 
being: 

 £16,400 surplus– retail (20% increase on prior year). 

 £26,500 deficit – activities. (in line with prior year) 

 £59,400 surplus on rental income. (12% increase on prior year) 

 £27,500 surplus generated from car park charges. (7% decrease on prior 
year) 
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7. Medium Term Budget Update 
 
a. The addition of the ELMs “Test and Trials” contract budget in quarter 4 resulted in 

£12,300 additional net income adjustment to the 2019/20 budget, reducing the net 
annual budget to deficit to £374,300, as opposed to £386,600 reported in the Third 
quarter Financial Update to members in March 2020. This will increase reserves by 
the same amount.  The contract results in £6,300 additional net income in 2020/21 
but the target for staff services will be reduced to reflect this and therefore there is 
no net change to the 2020/21 budget as a result of this.  

b. As reported in Table 1 of the report the Authority has net expenditure carry forward 
requests of £373,600 which are detailed in Tables 3 and 4 below. 

c. Details of the Operating Budget expenditure carry forwards of £98,800 are shown in 
Table 3 below. 

Table 3 – Operating Budget Carry Forwards 
 

 Carry forward 

requested  

Operating Staff and Related Costs (£10,600) 

Ring-fenced from fundraising or donations (£8,300) 

Business Development Directorate: £12,300  

IT (£10,700) 

Others - various under £10,000 each (£1,600) 

Park Management Directorate £67,600  

Local Plan Review  (£57,000) 

Others - various under £10,000 each (£10,600) 

Total  (£98,800) 

 

d. Details of the Net Project Budget carry forwards are shown below in Table 4 

Table 4 – Net Project Budget Carry Forwards  

The Sill Project (£121,900) 

Hadrian’s Wall National Trail (£87,600) 

Breamish Valley Project Development Grant (£37,600) 

Others Various Under £10,000 each (£27,700) 

Total  (£274,800) 

e. After allowing for carry forwards a sum of £46,500 remains from the 2019/20 budget 
outturn. Any variation to the planned outturn would ordinarily return to reserves for 
reallocation at a later date. However, a financial risk identified in the current 
Medium Term Budget Plan 2020/21 - 2022/23 has materialised, in relation to the 
LGA pay award. The pay award was budgeted at 2% based on the LGA offer at that 
time. The risk was noted due to the fact this had not been finalised. In April the LGA 
made a final offer of 2.75% for 2020/21. This has not yet been agreed, members of 
the union are being balloted in June, nonetheless, we have a budget gap of at least 
£46,600 over the term of the plan.  It is suggested the 2020/21 budget surplus is 
rolled forward and applied as follows: £16,000, financial year 2020/21; £14,200, 
financial year 2020/21 and; £16,300 (£100 less to balance with available roll 
forward), financial year 2022/23. 
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f. 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 set out in Table 3, Table 4 and paragraph 7e.   

 
8. Budget Summary and Reserves 

 

a. Table 5 below shows the summary of budget changes since those reported in 
March 2020 and the resulting revised annual surplus or deficit.  

Table 5 Summary of Budget Changes  

£000’s 2020/21 2021/22 2022/23 

March 2020 reported Budget Surplus (67.5) 1.5 32.6 

Impact of Budget Carry Forwards (Table 3 & 
Table 4) 

(373.6) - - 

Increase in Salary & Related Costs  (Para 7e) (16.0) (14.2) (16.3) 

July 2020 Budget Surplus / (Deficit) (457.1) (12.7) 16.3 

 

b. Table 6 shows the revised reserves position as a result of the budget adjustments 
summarised in Table 5.  

 
Table 6 Reserves Summary 

 

c. Closing reserves have increased by £13,300 as a result of the 2019/20 budget 
change detailed in paragraph 7a. The Total General Reserve for each year in the 
plan has increased in comparison to the Reserves Summary in the Medium Term 
Budget Plan due to the spread of the carry forward in relation to the staff pay 
award.  

 

9. Impact of Coronavirus 
 
a. The onset of Coronavirus lockdown measures in March 2020 will have a 

detrimental impact on the Authority’s self-generated income streams in 2020/21 and 
potentially beyond, as well as other financial pressures detailed in the following 
paragraphs. 
 

b. Defra have recognised this risk to NPA’s and have been working with us and asking 
for information on the impact on the 2020/21 budget for individual Parks. At an all 
Park level the lead National Park Officer has had a letter from Defra which has 

£000’s 2020/21 2021/22 2021/22

Opening Reserves 1,045.5 588.4 575.7

Budget Plan Surplus / (Deficit) (457.1) (12.7) 16.3

Closing Reserves 588.4 575.7 592.0

Earmarked Reserves:

IT Capital Replacement Reserve (65.0) (75.0) (85.0)

Planning Contingency (65.0) (75.0) (75.0)

Legacy Reserve (5.1) (5.1) (5.1)

Sill Earmarked Reserve (32.0) (42.0) (52.0)

Total Earmarked Reserves (167.1) (197.1) (217.1)

Total General Reserves 421.3 378.6 374.9
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been shared with members.  This confirms Defra will provide funding to NPA’s to 
ensure that financial impacts resulting from the Coronavirus pandemic do not 
directly result in the Authority being unable to maintain a balanced budget in the 
financial year 20/21.  Ministers have been clear, however,  that funding will only be 
considered if NPAs are doing absolutely everything they can to control costs in the 
immediate term 

 

c. The 2020/21 budget has self-generated income net of direct costs of £678,300 and 
the potential impact of coronavirus, based on the first stage of the lessening of 
restrictions was calculated at £485,500.   

 

d. A further impact arises from the member endorsed decision to delay the 
implementation of the Service Review, approved in March 2020, due to the onset of 
coronavirus. This is calculated at an additional impact over the current Medium 
Term Budget Plan of £67,900. 

 

e. The steps taken to mitigate the overall losses detailed of £553,400 are:   
 

 To make saving assumptions across non staff discretionary budgets and have 
identified where we can earmark in year savings. 

 To ask all staff not to commit expenditure unless it is essential to do so and if 
they are unsure to seek the approval of their managers. 

 Made use of the Coronavirus Job Retention Scheme (CJRS) (furlough) for 
posts that are reliant on funding from our self-generated income streams. A 
maximum of 26 members of staff were identified, mostly the staff furloughed 
are employed in relation to the running of sites which were closed as a result of 
the virus, other teams where the workload reduced significantly as a result of 
the virus have seen members of the team furloughed on a rotational basis.   

 

f. Taking all of this into account the calculated net impact is approximately £300,000. 
The detail behind this has been shared with the Finance and Audit Group.  

 

g. This is a fluid situation with a lot of unknown factors, the finance Team will regularly 
re-visit the assumptions based on emerging performance and changes to 
restrictions.  The next step is to firm up the earmarked savings and re-cast the 
budget for the year to ensure we can work with confidence, absorb emerging 
additional costs (i.e. additional cleaning) and demonstrate to Defra we are taking 
the necessary steps to reduce the shortfall as far as possible. An update will be 
brought to the September Authority meeting. 

 

h. Defra have supported us with the cashflow impact of the Coronavirus outbreak by 
enabling us to draw down a higher percentage of our grant in advance. 

10. The Prudential Code for Capital Finance  

a. The Authority has the following approved loans from the Public Works Loan Board 
(PWLB).  

 £1,208,100 from the Public Works Loan Board (PWLB) over a 30 year term at 
an interest rate of 2.45% towards the capital cost of The Sill: National 
Landscape Discovery Centre. Approved at the National Park Authority meeting 
on the 15th June 2016.  The short term cashflow loan approved as part of the 
same report has not and now will not be required.  

 £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%. 
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b. As a result of the loan finance some key indicators need to be reported. 

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

to net revenue stream (National Park Grant) and calculates at 2.54%  
 

d. 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 is a formality as any financing or re-financing needs the 
approval of the Authority as per the Financial Regulations.  

 
e. 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 2020/21 the MRP is budgeted at £40,000. 

11. 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). 

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. 

12. Investment Strategy 

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

 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.  

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

 Manage interest to achieve the maximum return possible against the £5,000 
Budget target. 

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

b. The Authority has instant access banking facilities with Barclays, HSBC and 
Santander and a current account with a deposit facility with a minimum 32 day 
notice return with Lloyds. Although we have a current account with Lloyds to 
facilitate the deposit facility we do not hold instant access funds because they could 
not provide an account where cash could be easily withdrawn when required.  

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). That said current interest rates are at an all-time 
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low with the Bank of England base rate at only 0.1% so this will not be a big factor 
in the current financial years day to day treasury management. 

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. 

 
13. Conclusion 

 
a. Our quarterly financial reports throughout 2019/20 informed members of the risk of 

non-achievement of the remaining Sill capital fundraising target, and that the 
strategy to mitigate this in year, was to hold back the allocation of certain budgets 
(The Sill capital balance, fundraising and the new projects fund) to ensure we were 
not in an outturn deficit budget position. Further to that additional savings were 
realised from the recruitment hold instigated in January, due to uncertainty around 
the confirmation of our 2020/21 National Park grant settlement. That coupled with a 
number of small variances across the entire budget meant that overall the 2019/20 
financial results deliver a surplus after carry forwards of £46,500.  
 

b. Overall the financial outcome from the 2019/20 is positive. We have been able to 
mitigate two key financial risks previously reported, subject to the approval of this 
report we have: 
 

 Closed the funding gap on The Sill by balancing the gap from in year finances 

 We have funds available to cover the increase in the LGA pay offer (noting this 
is not accepted yet so could potentially increase). 

 
c. We have exceeded the income generation target by 19% and substantially met our 

efficiency target (95%). This coupled with success in fundraising pledged in place 
for the 2020/21 financial year would have set us in very good stead for the current 
Medium Term Budget Plan. The outbreak of Coronavirus now puts financial 
pressure on this Authority again, however, it is pleasing we have ended 2019/20 in 
a good position rather than carrying ongoing financial risks.  
 

 

 
 

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


