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Report 1: Half Year Financial Project, Budget and Fundraising  

1. Purpose of Report 

The purpose of this report is to update Members on the half year financial performance 
and the Medium-Term Budget. The report also asks for member approval to re opt-in to 
the national scheme for local auditor appointments for the audits of 2023/24 through to 
2027/28 via Public Sector Audit Appointments Ltd (PSAA Ltd)  

2. Recommendations  

The Authority is recommended to: 

a. note the contents of the report, in particular the budgets movements as set out 
in section 5 of the report; and  

b. approve the request to opt into the PSAA Ltd national scheme for local audit 
appointments for a further 5-year term, 2023/24 through to 2027/28, as detailed 
in section 7 of the report. 

3. Implications 

a. Financial: There are no financial implications arising from this report. The annual 
budget deficit increases due to the release of £60,000 from the IT earmarked 
reserve which is reduced by the same amount to cover scheduled work. This 
does not impact the Authority’s useable reserves. 

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. Half Year 2021/22: Financial Performance 

a. The half year surplus as shown in table 1 was £736,900, this is compared to the 
planned surplus of £235,700; a positive overall variance of £501,200. 
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Table 1: Half Year Financial Performance  

September 2021/22 YTD Budget  Actual  Variance Full Year 
Forecast 
Variance 

National Park Grant £1,556,800 £1,556,800 − − 

Operating Salary & 
Related Costs 

(£1,033,400) (£987,000) £46,400 £11,900 

Operating Expenditure (£555,500) (£432,600) £122,900 £13,600 

Operating Income £342,800 £403,300 £60,500 £32,300 

Operating Surplus £310,700 £540,500 £229,800 £57,800 

Sill Business Plan 
Expenditure 

(£378,000) (£330,700) £47,300 (£11,200) 

Sill Business Plan Income £337,700 £384,200 £46,500 £54,500 

Net Sill Business Plan 
Surplus/ (Deficit) 

(£40,300) £53,500 £93,800 £43,300 

Project Expenditure (£669,700) (£377,300) £292,400 − 

Project Income £635,000 £520,200 (£114,800) − 

Net Project /(Deficit) (£34,700) £142,900 £177,600 − 

Net overall Surplus £235,700 £736,900 £501,200 £101,100 

Half Year to Date Operating Performance 

b. The operating salary and related costs budget is showing a positive variance of 
£46,400. This is largely made up of a budget surplus on salary, National Insurance 
and pension costs of £34,200. A full year budget surplus on operating salaries 
and related costs of £35,900 is forecast before virements. Virements have been 
agreed, which reduce this budget by £24,000 and the detail of these are included 
in section 7 of this report. After these virements are taken into account, the 
forecast is a budget surplus of £11,900.  

c. The staffing budget assumed no inflationary increase and none has been 
awarded to date. The Local Government employers association have offered an 
increase of 1.75% on pay bands over point 2, and 2.75% on pay point 1. The 
Unions have rejected this offer to date. No allowance has been included in the 
salaries forecast for a pay award but a contingency of £41,000 has been included 
within the annual budget, and based on the current offer a full forecast spend 
has been made against this. 

d. Operating income at £403,300 is £60,500 ahead of target with a full year positive 
variance of £32,300 forecast. 

e. There is a surplus of £36,500 income from car park operations and a full year 
budget surplus of £39,700 is forecast. This is based on the known surplus to the 
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end of October, and it is assumed that the remainder of the year will outturn on 
the profiled budget. 

f. There is a budget surplus of £25,000 on Activity Sponsorship and Grants income 
due to the timing of income received. A £2,000 full year surplus is forecast 
against this budget. 

g. Operating expenditure is behind budget by £122,900. This partly arises due to 
the timing of expenditure with a full year budget surplus of £13,600 forecast. The 
individual variances in excess of £10,000 or of note are detailed below: 

i. A forecast surplus on volunteer related budgets of £22,000 as these 
expenses have been included in The Sill Project budget and the Culture 
Recovery Fund project. 

ii. A budget surplus of £9,700 on External Audit fees. This is due to no 
invoices having been received for this financial year as the PSAA has been 
reviewing the Auditors claim for an increase to the base fee from 
2019/20. The PSAA have proposed an increase of £11,800 for 2019/20 
and, following discussions with them, we accept that this reflects the 
additional audit work required to deliver a compliant audit in line with 
continually stringent standards. The scale fee variation for 2020/21 has 
not yet been proposed. The forecast allows £12,700 for an increase in 
costs and it has been assumed at this stage that this will be sufficient to 
cover the increase to both the 2020/21 and the current years scale fee.   

iii. A budget surplus of £10,600 against the office repairs budget. This relates 
to the timing of expenditure and external decorations to Eastburn have 
since been carried out from this budget. Full spend is forecast for the 
year. 

Half Year to Date Sill Business Plan Performance 

h. Overall, The Sill Business Plan is showing a budget surplus of £93,800. The 
analysis of this overall surplus is: 

• Retail, £10,900 budget surplus  

• Sill Operational (includes direct staff costs, and building related costs), 
£70,400 budget surplus 

• Rental (includes the Hive business hub, YHA and Café Franchise net 
income) £7,400 budget deficit.  

• Car Parking £600 budget surplus 

• Sill Café £19,500 budget surplus 

i. Gross retail Sales are £26,000 ahead of budget at the half year and a gross profit 
margin of 44.4% is being reached against a target of 45%. Average spend per 
head of £1.98 has been achieved against a target of £1.31 Sales are forecast to 
outperform the budget by £34,600 by the year end, giving a forecast overall 
budget surplus of £14,400.  
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j. The Sill Operational surplus is made up of a £25,700 surplus on expenditure, and 
a £44,700 surplus on income. The surplus on expenditure largely arises due to 
the timing of expenditure and invoices received, and an expenditure budget 
deficit for the year of £7,900 is forecast. The forecast deficit includes a £9,400 
forecast deficit on repairs as some higher value works to the underfloor manifold 
and door boxes and lids have been carried out. £1,600 of this spend has been 
recharged to the YHA. 

k. The surplus on Operational income includes a budget surplus of £45,000 on Local 
Authority Grants. This relates to grants awarded due to Covid for which no 
budget was included. Overall, there is a forecast surplus on The Sill Operations of 
£29,500. A £7,900 deficit on expenditure, offset by a £37,400 surplus on income. 

l. Sill car parking income is forecast to outturn on budget. 

m. Café sales are £16,100 behind budget as the budget due to the Covid restrictions 
in April and May. This deficit is reduced by the year to date achievement of a 78% 
profit margin against a budget of 70%, leading to a modest budget deficit of £400 
on gross profit. There is a budget surplus of £18,700 on staff related costs, with a 
forecast surplus of £7,000 for the year. There is also a budget surplus of £4,500 
(with a forecast surplus of £6,600) on rates as covid relief was granted.  

n. Café sales for the year are forecast to be £18,200 below target and the gross 
profit is forecast to be a budget deficit of £12,700. The forecast gross profit 
margin for the year is 70% to allow for an increase in VAT rates and a potential 
write down of stock. Overall, a net budget deficit of £1,100 is forecast. 

Half Year to Date Project Performance  

o. Excluding The Sill net project income is showing a net budget surplus of 
£145,300. Where project expenditure is behind forecast we are predicting that 
this will largely spend on budget, with some carry over in line with re-profiled 
budgets at the end of the year. 

p. The Sill Project is showing a net budget surplus of £32,300, this relates to an 
underspend on costs. The NLHF allowed us to continue the project into the 
current financial year to support delivery at a time when ticket income could be 
adversely affected due to take up during the customer behaviour and ongoing 
restrictions. A meeting with the NLHF Officer will be requested in this financial 
quarter to agree how and when to draw the project to a close. 

Full Year Forecast Summary  

q. The full year budget forecast is a budget surplus of £101,100. 

5. Medium Term Budget Update 

a. The budget deficit for the year increases from £368,100 as per the Budget 
Update to Authority in September by £60,000 as detailed in Paragraph 5d of this 
report to £428,100.  
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b. The following budget movements and changes which have no net budget impact 
have taken place in the quarter,  

• A movement of £4,100 reducing the New Project Fund and increasing the 
temporary exhibitions budget to underwrite the production of the Lost 
Spells Exhibition; 

• An ongoing movement of £20,000 reducing the New Project Fund and 
creating a budget for Northumberland National Park Communities Fund; 

• A virement of £10,000 reducing the staff costs budget and increasing the 
training budget. A surplus of this amount was delivered against the 
training budget in the previous year and was not carried forward. The 
Directors have agreed a virement request to allocate additional resource 
from staff savings to meet priorities in the current year that would 
otherwise not be fulfillable; 

• A virement of £14,000 reducing the staff costs budget and increasing the 
IT budget to invest in quality kit to facilitate blended (virtual and on-site) 
meetings as well as the streaming of Authority meetings. This amount is 
required to fit out one classroom at The Sill and the Teasdale room; 

• A budget for the Generation Green project was added to the budget 
which required a contribution from the Authority of £900. This was 
allocated from the New Project fund. 

c. The following were also added to the budget with no net impact to the budget: 

• NHLF Culture Recovery Fund project; 

• Facilitation Fund project; 

• Greenlee Countryside Stewardship project; 

• Hadrian’s Wall Recovering Nature project; 

• Contribution to Footbridge installation; 

• Sykes Bees project. 

d. As set out in the Medium-Term Budget Plan, the capital replacement of IT server 
hardware was scheduled for this year. The tender has now been completed and 
£60,000 will be released to cover the cost of the server hardware refresh and the 
replacement of the UPS system at Eastburn.        

6. Half Year Treasury Update 

a. Funds continue to be held in Barclays, Lloyds, Santander and HSBC.  Bank interest 
received is below target and £1,000 is forecast to be received in the year against 
a budget of £2,500. 
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7.  External Auditor Appointment 2023/24 – 2027/28 

a. At the Authority meeting of the 16th December 2016, members approved the 
recommendation to opt-in to the Public Sector Appointments Ltd (PSAA Ltd) 
procurement exercise, to procure external audit services on behalf of all opted in 
bodies.  The 5-year term for that procurement exercise ends with the audit of the 
2022/23 financial year. 

b. To carry on using the services of PSAA Ltd to procure audit services for financial 
years 2023/24 to 2027/28, a formal decision to opt-in is required at a full 
Authority meeting. 

c. Part of the role of the PSAA is to determine a fair scale fee variation if a variation 
is requested by the external auditor due to additional work required to complete 
the audit process. In relation to the audit of financial year 2019/20 the external 
auditor submitted a variation request of approximately £43,300 and the PSAA 
determined a sum of £11,772 was appropriate.  

d. As a small authority subject to a high level of audit the Leadership Team and the 
Finance and Audit Group recommend the Authority should opt in for a further 5 
year period.  The alternative is to pursue other complex routes to procure the 
services however this is not deemed a favourable option due to the impact on 
already stretched staff resource and the lack of specialist expertise in the field 
internally.  

8. Conclusions 

a. This is a wide ranging report, covering a number of different areas of the 
Authority’s budget.  The Finance and Audit Group discussed the content of the 
report in detail at their November meeting. 

b. The budget is forecast to outturn a surplus of £101,100 after virements. This 
positive position puts the Authority in a strong financial position in the current 
year and enables it to respond to changes in what is still an uncertain 
environment. It is recommended the remaining surplus is not allocated at this 
early stage as there are a number of ongoing financial challenges should the 
assumed 3 year flat cash settlement come to fruition.  Covid remains a risk over 
the winter period which could affect our ability to trade. 

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