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REPORT 3: THIRD QUARTER FINANCIAL PERFORMANCE AND BUDGET UPDATE  

1. Purpose of Report 

This report updates Members on the third quarter financial performance and the Medium 
Term Budget. 

2. Recommendations: 

The Authority is recommended to note the contents of the report.   

3. Implications 

a. Financial: There are no financial implications arising from this report. The report 
shows that the forecast claim from Defra to maintain the Authority’s budget position 
is currently less than was anticipated. 

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.  Third Quarter 2020/21: Financial Performance 

a. The third quarter surplus as shown in table 1 below was £394,200, this is compared 
to the planned deficit of £190,700; a positive overall variance of £584,900.  

 
Table 1: Third Quarter Financial Performance  
 

December 2020 Year to Date 
Actual 
£000’s 

Budget 
£000’s 

Variance 
£000’s 

Full Year 
Forecast 
Variance 
£000’s 

National Park Grant  2,374.7  2,374.7       -        - 
National Park Additional Grant - - - (142.5) 
Operating Salary and Related Costs (1,534.9) (1,542.3) 7.4 - 
Operating Expenditure   (507.6)    (692.5) 184.9 (21.5) 
Operating Income    318.3     185.3    133.0   94.9 
Operating Surplus    650.5     325.3     325.3    (69.1) 
     
Sill Business Plan Expenditure (430.5)    (480.5)    50.0    0.0 
Sill Business Plan Income  303.7     257.7   46.0   60.2 
Sill Business Plan Surplus (Deficit) (126.8)       (222.8) 96.0     60.2 
     
Project Expenditure (220.3)    (550.1)   329.8 (0.8) 
Project Income  58.4     320.4   (262.0)       - 
Net Project Surplus (Deficit) (161.9)     (229.7)    67.8 (0.8) 
     
Sill Project Expenditure  (25.3)    (170.8)  145.5       - 
Sill Project Income   57.7     107.4 (49.7)       - 
Net Sill Surplus   32.4       (63.4) 95.8       - 
Impact of delayed service review - - - 9.7 
Surplus (Deficit)   394.2 (190.7)      584.9 0.0 

Third Quarter to Date Operating Performance  

b. The revised budget, agreed by the Authority at its Annual Meeting in September, 
showed the net impact of the Coronavirus pandemic on the Authority’s financial 
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position to be a deficit of £288,500. As Defra are providing support to enable the 
Authority to maintain its budget position, this amount was included in the budget as 
an additional amount to be claimed from Defra. 

c. The forecast for the full year is a £142,500 budget surplus. The claim to Defra will 
be reduced by the full amount of the surplus and table 1 shows this as a forecast 
deficit against this income budget. The balance, £146,000, is in the process of 
being drawn down from Defra. It should be noted this figure remains an estimate for 
the year until all income and expenditure can be balanced at the end of Q4. 

d. Operating income at £318,300 is £133,000 ahead of target with a full year positive 
variance of £94,900 forecast. 

e. Rents receivable from the Enterprise Hubs are ahead of budget by £15,100. This is 
due to a contingency being budgeted for vacant Hubs arising due to the continuing 
effects of the Coronavirus pandemic. To date, this contingency has not been 
required and a budget surplus of £13,600 has been forecast. 

f. There is a surplus of £70,600 income from car park operations. This is due to 
performance across the car parks being better than the prudent assumptions taken 
when reducing the original budget for the impact of Covid. A full year budget 
surplus of £67,300 is forecast. This is based on achieving 50% of last year’s income 
for the remaining quarter of the year and is considered achievable, based on 
comparing the income taken in January 2021 to that taken in January 2020. 

g. Income received from staff services is £31,400 ahead of budget. The full year 

target for this source of income has been increased by £32,600 and a 
corresponding expenditure budget has been included for a temporary position in 
2021/22 to bring additional capacity for priority areas. The forecast is to meet this 
increased target, with the forecast income for the year including £17,000 for the 
secondment of a staff member and £9,200 for hosting a placement through the 
Hinterlands project. This has been a good use of our staff resource during the 
pandemic and the temporary post this will fund will add capacity to enable our 
permanent Officers to focus on delivering work Covid slowed or impacted.  

h. There is a surplus of £6,600 on filming income, as a result of the income received 
from the filming of Vera. This budget target was removed as part of the Covid 
revised budget. No further income is anticipated. The forecast year end budget 
surplus is £6,600. 

i. The operating budget for salary and staff related costs, is showing a budget surplus 
of £7,400. This is made up of a budget deficit of £13,300 on salaries, NI and 
pension, offset by budget surpluses on vehicle leasing, travel and subsistence costs 
of £11,300 and core furlough income of £9,400. The deficit on salaries is largely 
due to the in-year profiling of budgets. Overall, the forecast is to outturn on budget 
as forecast savings on vehicle and travel costs are substantially offset by a forecast 
deficit on the staff savings target, which arises as a result of the in-year delay of the 
implementation of the service reviews. The impact of the delay in implementation of 
the service reviews in years 2 and 3 of the budget plan are discussed in section 5 of 
this report. 

j. Operating expenditure is behind budget by £184,900. This partly arises due to the 
timing of expenditure, and a full year budget deficit of £21,500 is forecast. The 
forecast deficit relates to car parking costs with a budget deficit of £8,100 relating to 
commission paid on our Hadrian’s Wall car parks as income has exceeded targets 
and a deficit of £13,400 relating to surface repairs at Steel Rigg and Walltown 
where increased demand for car parking has had a detrimental effect on the 
condition of the car parks. 
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k. With the exception of car parking expenditure, overall, operating expenditure is 
forecast to outturn on budget. Whilst savings are anticipated in some areas, these 
have not been forecast at this stage due to the uncertainty resulting from the 
dynamic situation. The individual variances in excess of £10,000 or of note are 
detailed below together with details of areas where further savings might be 
realised; 

(i) A budget surplus of £6,500 on Local Plan review costs. At this time, no further 
costs are anticipated against this budget and potential savings of £9,200 could 
arise if funds are not required to be committed elsewhere. No variance has 
been forecast at this stage. 

(ii) A budget surplus of £12,000 on Marketing costs. This is due to the timing of 
expenditure and the budget is forecast to be spent in full. 

(iii) A budget surplus of £13,500 on volunteer travelling expenses as we have been 
able to agree the reallocation of contingency within The Sill NLHF project to 
cover the cost of volunteering. This budget is forecast to underspend by 
£10,000 for the full year.  
 

(iv) A budget surplus of £12,000 on IT costs and IT maintenance agreements. The 
budgets are substantially committed and a budget deficit of £10,000 is forecast, 
due to the move to Office 365. 

(v) A budget deficit against the sites Rates budget of £8,100. The rateable value of 
the car parks at Housesteads and Steel Rigg were re-assessed during the year, 
and this resulted in an in year reduction in charges of £9,000. This reduction is 
included in the budget but has not yet been reflected in the charges from 
Northumberland County Council.  

(vi) A budget surplus £12,000 on the Hadrian’s Wall bus marketing and 
development budget as the invoice has not yet been received. A reduced 
contribution has been negotiated with Northumberland County Council for this 
year resulting in a potential saving of £4,000. No variance has been forecast at 
this stage. 

 

Third Quarter to Date Sill Business Plan Performance  

l. Overall, The Sill Business Plan is showing a budget surplus of £96,000, with a 
forecast budget surplus of £60,200. The analysis of the third quarter surplus is: 

• Retail, £10,100 budget surplus. 

• Sill Operational (includes direct staff costs, and building related costs), 
£67,800 budget surplus. 
 

• Rental (includes the Hive business hub, YHA and Café Franchise net 
income) £4,100 budget surplus. 

• Activities and Promotion £12,200 budget deficit. 

• Car Parking £2,800 budget surplus. 

• Sill Café £23,400 budget surplus. 
 
 

m. Gross retail Sales are £21,400 ahead of the Covid revised budget at the end of the 
third quarter and the target gross profit margin of 45% was reached. Average spend 
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per head of £2.02 has been achieved against a target of £1.27. This is a very 
significant increase on the prior year (£1.28) and is expected it is a change of 
visitors and their spending habits during Covid. Assuming that the Sill is closed until 
the end of the Financial Year, this surplus is offset by the loss of sales included in 
the budget for quarter 4, and overall The Sill Retail is forecast to outturn on budget. 
 

n. The Sill Operational surplus is made up of a £63,400 surplus on expenditure, and a 
£4,400 surplus on income. Items of note included in the surplus are; 
 

(i) A budget surplus on cyclical maintenance of £11,400. This budget is 
forecast to spend in full and any unused funds will be transferred to a 
maintenance reserve as per the budget strategy. 
 

(ii) A budget surplus on Maintenance of the interpretative display of £11,000 
as no spend has been made against this budget. This is due to funds 
remaining in the NLHF Sill project which is being utilised in the first 
instance. The budget is forecast to spend in full due to the pre-agreed 
position that any unspent maintenance costs will be transferred into a 
maintenance reserve 

 

(iii) A budget surplus of £7,600 on Temporary Exhibition costs. No spend has 
been made against this budget due to the closure of The Sill for the 
majority of the year and the opportunity to retain the Lost Words 
Exhibition. No expenditure is forecast against this budget for the year, 
resulting in a forecast budget surplus of £10,000 for the year. 

 

(iv) A budget surplus of £11,000 on furlough income as the scheme was 
extended as restrictions were reintroduced. This surplus is forecast to be 
£22,300 at the year end, based on the assumption that furlough will be 
claimed until the end of February. 

 

(v) A budget deficit of £12,000 on shared building cost income. This is partly 
due to not having received any income from a Café franchisee during the 
year and is as such, offset by a surplus on Sill Café internal transfers of 
£5,500.The remaining deficit is largely due to reduced utility costs for 
which savings have been forecast against our expenditure budgets. The 
budget deficit for the year is £18,200, offset by a surplus on Sill Café 
internal transfers of £8,100.  

 

(vi) Overall, a budget surplus of £28,800 is forecast on Sill operational 
budgets. 
 

 

o. Activities & Promotion is showing a forecast budget deficit of £12,200 which relates 
mainly to income. This includes a deficit of £25,000 which arises due to timing, 
£25,000 from Garfield Weston has been drawn down from the Foundation in 
quarter 4. Offset by a budget surplus on furlough income of £9,500.  Overall a net 
budget surplus of £9,300 is forecast.  

 
p. The Sill Café sales are £28,000 ahead of budget and this, together with the 

achievement of a higher than budgeted profit margin has led to a budget surplus of 
£27,400 on gross profit excluding salaries. This is offset by a budget deficit on staff 



Report 3: Third Quarter Financial Performance and Budget Update 

 
Northumberland National Park Authority 
Meeting 17 March 2021  
  Report 1: Page 5 of 6 

costs of £7,300. No further income is assumed for the year but furlough income will 
be claimed for this period. Overall a budget surplus of £15,100 is forecast. 

 

Third Quarter to Date Project Performance  

q. Total net project income (excluding The Sill) is showing a net budget surplus of 
£67,800. 

• £65,700 relates to a surplus on the Hadrian’s Wall Trail project as works were 
delayed due to Covid. There is likely to be an underspend on the budget but due 
to the nature of the funding, there will be a nil net impact on the Authority. 

• £19,700 relates to a surplus on the Breamish Valley project development budget 
due to the next stage of the project being delayed. The project is forecast to 
outturn on budget as any funds unspent this year will be carried forward. 

• £33,400 relates to a surplus on the Cheviot Peat works project budget. This is 
due to the profiling of income and the project is forecast to spend in full. 

• A £13,000 budget deficit and a £65,800 budget deficit relate to the West of the 
Wall phase one project and the West of the Wall phase two projects respectively. 
This relates to the final claim of the RDPE funding for both phases which is now 
submitted. Both phases are forecast to outturn on budget. 

r. All outstanding projects are forecast to complete on budget with the exception of a 
forecast £800 deficit on the Small Grants fund. 

 

Third Quarter to Date Sill Project 

s. The Sill Project is showing a net budget surplus of £95,800 

t. The capital element of the project has a third quarter budget surplus of £83,000. 
The full budget of £111,400 was carried forward to enable the construction of the 
playground and the completion of the exhibition enhancements together with a fund 

to ensure that important works (including improvements to lighting) are funded. We 

are currently working with the preferred tenderer to carry out the playground works, 
following the initial tender winner going into administration. The £50,000 additional 
capital carried forward has not been required for Covid improvements as additional 
core budget was allocated for this. The budget is forecast to spend in full, and it is 
likely the majority will be requested as a carry over. 
 

u. The Sill Activities and Project Management budgets have a third quarter budget 
surplus of £62,900. The Sill Activities programme was significantly impacted by 
Covid. We have invested in a number of resources to support our programme when 
restrictions are lessened. We have gained approval from the NHLF to carry forward 
any underspent budgets on this project to support our future Activity plans when the 
climate is likely to be uncertain, therefore any underspend will form part of the 
2020/21 carry forward budget.    

 

v. There is a £50,000 deficit against The Sill Funding budget. This relates to 
anticipated funding for the playground, which is approved and expected to be 
received in this financial year. If it is not received in this financial year, the budget 
will carry forward. 
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5. Impact of the delayed service review 

a. The additional year 2 and 3 projected extra cost of delaying the review, as per the 
revised budget was £67,900.Now that the appointments have been largely 
complete this has been re-calculated as £58,200, a reduction of £9,700.  The 
£58,200 will carry forward at the year end. The in-year impact of delaying the 
service review has been offset by forecast savings on staff travel and vehicle 
leasing costs. 
 

6. Full Year Forecast Summary 

a. The full year budget forecast is a budget surplus of £142,500 and this reduces the 
anticipated claim from Defra to £146,000 to maintain our budget position. 
 

7. Medium Term Budget Update 

a. The budget deficit for the year remains as per the Budget Update to Authority in 
December at £457,100.  

The following budget movements and changes which have no net budget impact 
have taken place in the quarter,  

• An increase in the income budget for staff services of £32,600 and the 
inclusion of a budget for this amount to fund an additional post. 

• A reduction in the staff salary budget of £3,400 and a corresponding 
increase in the sites contract cleaning budget following the retirement of a 
cleaner. 

• The inclusion of £10,800 to Footpath Material income and a corresponding 
increase to Footpath Material costs in respect of bridge works carried out on 
behalf of Northumberland County Council. 

 
8. Conclusion 

a. The budget that was put in place to take into account the effect of Covid on our 
operations was based on assumptions made in a rapidly changing environment. It 
is pleasing to see that the impact on our income has not been as significant as 
anticipated. Forecasts and assumptions used are prudent to ensure the additional 
funding from Defra is sufficient to cover the potential shortfall.  Assumptions and 
forecast will be kept regularly under review. 

 

Contact Officer: For further information contact Tracey Craft, Finance Manager on 01434 
611523 or e-mail: tracey.craft@nnpa.org.uk  


