
 

38 
 

 
YORKSHIRE DALES NATIONAL PARK AUTHORITY 

 
ITEM  8 

 
  
Committee: FINANCE & RESOURCES 
Date: 7 December 2021 
  
Report: FINANCIAL RESILIENCE ASSESSMENT 

 

 
Purpose of the report 
 
1. To present a Financial Resilience Assessment (FRA) of the Authority’s approach to 

financial viability, setting out how the latter is maintained and identifying pressures 
which, if unresolved, are likely to have an impact on that viability. 

 
RECOMMENDATION 
 
2.  That Members note the FRA ahead of the development of the 2022/23 Budget and 

Medium Term Financial Strategy, and its conclusions in relation to the Authority’s 
future financial position. 

 
Strategic Planning Framework 
 
3. The information and recommendation contained in this report are consistent with the 

Authority’s statutory purposes and approved strategic planning framework: 

Corporate Plan objective 35: Plan and manage the Authority’s work so as to 
make the most effective use of its resources. 

 
Background 
 
4. CIPFA’s Financial Management Code (‘the Code’) was published in January 2020, 

with a requirement for compliance by 2021/22.  An exercise mapping the Authority’s 
compliance with the Code was presented to this committee in December 2020 and 
which identified actions to further improve our financial governance arrangements, two 
of which - being inter-related - are the subject of this paper: 
 

 Consider how best to approach the matter of a FRA, identifying a solution that 
is appropriate and proportionate to our circumstances.  
 

 Prepare a financial policy note which gives a comprehensive picture of the 
Authority’s processes for managing balance sheet risk.  
 

5. The FRA is attached as an Appendix to this report, within which Annex 2 describes 
the management of balance sheet risk, that being one aspect of financial resilience. 

 
6. The FRA is a long and detailed document, designed to match the equally long and 

detailed guidelines for preparing it as set out in CIPFA’s Code. The detail is designed 
to give Members and the Senior Management Team enough information to 
understand and question our financial governance arrangements and – particularly – 
our assumptions about budget components and how they are likely to perform. But 
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Members don’t have to search through the FRA to identify what its key 
messages area: the latter are straightforward and are explained in the 
discussion, below. 
 

7. The completion of a FRA wouldn’t ordinarily add a great deal of value to our 
governance arrangements: for many years now, we’ve operated systems of control 
and financial management that meet appropriate levels of best practice, including 
medium and long term budget projections which allow us to understand our financial 
prospects, thereby ensuring the stability of the Authority in the years ahead. The 
components of a FRA are already covered by what we do, and the Authority’s finances 
are not, in any case, particularly complex, so undertaking a FRA is primarily an 
opportunity to map out what we already do against the Code’s requirements. 
 

8. However, our financial circumstances are, unfortunately, no longer ‘ordinary’, in the 
sense of being able to visualise a steady match between income and expenditure for 
several years into the future. The completion of a FRA at this time provides the 
opportunity to set the scene for Members for what is likely to be a challenging time 
ahead. 

 
Discussion 

 
9. The conclusions of the FRA are set out in the text box on its front page. To 

summarise, our governance approach to assuring the financial viability of the Authority 
is robust. The main issue identified – or rather, re-identified, given that it was 
highlighted in the March 2021 budget report – is a growing mismatch between our 
income and expenditure which, if unresolved, would lead to unstainable budget deficits 
from 2023/24 onwards. 

 
10. As explained in the FRA, these deficit projections are a result of several factors, chief 

amongst which is the continued fall in the value of our core grant from Defra. Added to 
this problem are increasing staff costs, partly as a result of pay-related inflation, 
(including pay awards and National Insurance Contributions) and partly reflecting the 
Authority’s expansion of certain of its programmes, as well as increases to rates of 
inflation in general.  

 
11. The FRA includes a section on ‘Areas for Improvement’ but, again, the core message 

here is simple: we will need to realign our budgets over the next few years, to bring 
them back into sustainability; that’s likely to involve considerable work, including a 
reassessment of whether certain of our current programme targets are achievable.  

 
12. This realignment may not be a simple exercise, even more so if Defra directs NPAs as 

to how the core grant should be spent. This possibility may arise if Defra seeks to 
match its funding more directly to the government’s 25 Year Environment Plan, or to 
the delivery of some of the recommendations from the Glover Review of Protected 
Landscapes. That being the case, any of our programmes and services which are 
reliant on core grant but which are not covered by spending instructions from Defra 
could be in a difficult position. Whilst this needs to be set against the fact that a more 
targeted funding system may yield improvements in the delivery of important 
objectives across the Protected Landscape family (e.g. climate mitigation, nature 
recovery and improved access), such a redirection would - purely from an operational 
perspective – add complexity and cost to whatever realignment exercise we need to 
undertake. 
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13. The actual level of projected deficits won’t be known until we have the results of the 

Government’s Comprehensive Spending Review and have prepared the budget for 
2022/23, due to be presented to this committee in February 2022. At the time of 
writing, indicative figures for future deficits are circa £300k in 2022/23, rising to circa 
£800k by 2023/24. The deficit projected for 2022/23 is unlikely to present a significant 
problem for the Authority due to expected positive budge variances in the current year 
(2021/22) and our income generation performance. 

 
14. Once we have a more complete and robust projection of these deficits, and have a 

clear idea of the scale of the financial problem, we’ll be in a positon to judge whether 
we are facing a requirement for a reorganisation of the Authority’s services, whether 
we can generate more income or whether we can make do by making less dramatic 
savings against existing programmes/budgets.  

 
15. The current intention is that a fundamental examination of the Authority’s 

programmes/budgets will take place during 2022, with any changes to be implemented 
as part of the then-rebalanced 2023/24 budget. A recommendation to that effect will 
form part of the February 2022 budget report. 
 

16.  A final note: the Code requires that we complete a FRA on an annual basis, making 
the next edition of this report due in December 2022. However, as that may coincide 
with the potentially-extensive work necessary to rebalance future budgets, re-writing a 
document of this length won’t be practicable. Instead, the Budget and associated 
MTFS generated next December should be taken as equivalent to a FRA, with SMT 
and Members ensuring that the budgeting and other assumptions behind that MTFS 
remain appropriate and robust; much of the detail of the FRA presented here sets out 
financial governance processes and controls which will continue to operate beyond 
2023. 

  

Conclusion 
 
17. The FRA demonstrates that: 
 

 our financial management and budgeting process are both robust and appropriate 
for an organisation of our size;  
 

 notwithstanding the above, the Authority is facing a potentially growing budget 
deficit problem, which will need to resolved.  At this stage the scale of the projected 
impact on the Authority’s financial viability (and therefore resilience) is such that we 
will need to take action to resolve the situation during 2022/23. The process for 
resolution will be developed once we have a clearer view of the scales of these 
deficits and when we know whether Defra will decide to direct more closely some 
or all of our spending of the core grant.  

 
 
Richard Burnett 
Director of Corporate Services  
 
18 November 2021 
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APPENDIX 

Financial Resilience Assessment 
 

 
What this Assessment does: 
 
- explains how the processes we operate support financial resilience; 
 
- sets out the assumptions we use in our financial modelling; 
 
- provides information on how reliable our budget projections have been. This is of 

key importance given their future use, both for preparing the 2022/23 budget and 
Medium Term Financial Strategy, and for predicting the scale of long-term deficits 
that we’ll need to address in 2022. 

 
The conclusions of the Assessment: 
 
- our financial management and governance processes are operating well, 

underpinning the financial resilience of the Authority; 
 
- notwithstanding the above, the Authority is facing a potentially growing budget 

deficit problem, which will need to resolved.  At this stage the scale of the projected 
impact on the Authority’s financial viability (and therefore resilience) is such that we 
will need to take action to resolve the situation during 2022/23. 

 

 
 
Introduction 
 
1. To ensure that our future plans are sustainable, we need to look beyond the 
limited time horizons of annual funding arrangements and consider the longer-term 
financing of our operations and activities. 
 
2. The Financial Management Code (the Code) introduces a requirement for 
authorities to conduct an annual Financial Resilience Assessment (FRA), to 
understand the scale of the financial risks they face and to support any 
recommendations to improve financial resilience further. The Code lists a number of 
Symptoms of Financial Stress (Annex 1), awareness of which helps to direct the 
FRA process to examine particular aspects of an organisation’s financial health. 
 
3. The FRA1 set out here brings together considerations of financial sensitivity, 
financial risk and reserve requirements into one document, information will in turn 
feed into the development of the Medium Term Financial Strategy (MTFS; 
effectively, our three-year budget).  It is structured as follows: 
 

                                                           
1 The FRA has been prepared by the Director of Corporate Services / Treasurer and the Head of Finance & Resources, and 

incorporates comments from the Senior Management Team, the Member Champion for Corporate Management and the 
Chair of the Finance & Resources Committee. 
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 Section A: Key areas of financial governance. The Code identifies five 
cornerstones of delivering financial sustainability: 

o Getting routine financial management right 
o Planning and managing capital resources well 
o Using performance information effectively 
o Having clear plans for delivering savings 
o Managing Reserves well 

 
Each of these is considered in turn, the narrative including the Code’s 
explanation of what is expected, as italicised text. 
 

 Section B:  Assessment of resilience which examines particular aspects of: 

o Revenue spending (and income),  

o Capital Expenditure and  

o Reserves 

This section looks at trends which provide evidence of financial stability and, 
in particular, at our success in accurately projecting levels of income and 
expenditure. These projections are likely to be particularly important, as we 
will be relying on their accuracy to determine the scale of any future 
adjustments to the organisation that may be needed. 
 
Capital Expenditure and Reserves are significant components of the 
Authority’s Balance Sheet; a summary of the associated Balance Sheet risk 
is attached at Annex 2. 
 

 Section C: Areas for Improvement. In the main our financial governance 
arrangements are concluded to be good, but a small number of areas worthy 
of attention are noted.  
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A. KEY AREAS OF FINANCIAL GOVERNANCE 

 

1. Getting Routine Financial Management Right  
‘The first step is to ensure that the authority’s basic financial management systems 
are working effectively and that the authority’s financial performance and position is 
reported regularly and effectively to the Chief Financial Officer and to the leadership 
team’. 
 
4. We undertake monthly financial reporting to the Senior Management Team and 
quarterly reporting to the Finance & Resources Committee. Managers have live 
access to their budget details, and we upgraded the Finance system in 2020 to 
enhance reporting and management capabilities. This allows us to identify significant 
income and expenditure variances as they arise and to take any necessary remedial 
action. 
 
5. Our system of financial control and management encompasses the annual 
financial cycle, from budgeting though to external audit of the annual accounts, all 
managed in compliance with the Authority’s Delegation Scheme, Financial 
Regulations and the Defra’s Grant Funding Agreement. The way in which our 
budget is structured means that income and expenditure targets are identified and 
allocated to the level of specific services and budget holders. 
 
6. Aspects of our financial systems are examined each year by Internal Audit, to 
ensure that we have robust arrangements for processing and recording income and 
expenditure in a timely manner. 
   

2. Planning and Managing Capital Resources Well 

 ‘The authority will have a range of capital resources (including land and buildings) at 
its disposal, which it uses to deliver services and to achieve its strategic objectives.  

The authority’s ability to maintain these assets so as to ensure and to enhance their 
role in the delivery of services is crucial to its financial resilience. If premises fall into 
disrepair such that they are no longer able to fulfil their primary purpose, then the 
authority’s ability to deliver the associated services is impaired and it has resources 
tied up in assets that it cannot use.  
Consequently, planning and managing the use of the authority’s capital resources – 
particularly its infrastructure assets – is vital. This includes understanding the role 
that these assets play in the delivery of services and ensuring that the authority’s 
asset base remains fit for purpose.’ 
 
7. We maintain separate capital asset management strategies for both property 
/premises and IT, our two main areas of capital investment. These are updated 
annually, with a full review every five years.  
 
8. These strategies set out the capital investment requirements, to maintain, 
refurbish and improve our properties so that they are fit for purpose for the services 
we operate from them (all properties are inspected annually), and to ensure that IT 
systems continue to support our work as it develops. Both capital strategies are 
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underpinned by dedicated earmarked reserves, ensuring that the financial 
resources needed for their delivery are available. 
 
9. Our approach to funding capital expenditure through reserves means that we 
aren’t reliant on borrowing. Nonetheless, we are compliant with the CIPFA’s 
requirements in the Prudential Code for Capital Finance, thereby creating the 
facility for the Authority to borrow to fund capital expenditure, should it so wish. 
 
10. We don’t currently provide the leadership team with regular reports on the status 
of the Authority’s asset base, because the latter is straightforward, mostly comprising 
buildings from which services are delivered. Where a particular issue is identified - 
examples from the past two years include roof issues at Yoredale and DCM, and 
retrofitting green energy systems -  these will be identified within the annual ‘start’ 
budget or within financial updates. The more significant developments planned each 
year in line with our two capital strategies are included within the annual (corporate) 
action plan as targets, progress against which is monitored accordingly.  
 

3. Using Performance Information Effectively 

‘In order to assess the authority’s ability to withstand financial pressures, it is 
important to understand how well it is performing currently and how any financial 
challenges are likely to impact on this performance’.  
 
11. The Authority has adopted a framework which uses performance indicators and 
targets to assess service performance. Progress is reported to members through a 
half-yearly update and an annual review. 
 
12. In terms of financial pressures, we monitor the compliance of each service area 
against the budget set for the year. Expenditure is almost invariably within or under 
budget, and on the rare occasion where net budget is insufficient, we have an 
internal process (the Opportunities Fund) which can be used to allocate more 
resources. Where budget is no longer needed, it is moved to general reserves.  
 
13. Variances to income fall into two classes: (i) external funding, where income 
typically matches expenditure. Where the latter is less than projected at the start of 
the year, income - typically paid as reimbursement for expenditure incurred - falls 
accordingly, but that has no net financial effect (or risk); (ii) earned income, where 
receipts from activities including planning and car parking do vary year on year, and 
shortfalls have the potential to be problematic. 
 
14. Our budget projections for earned income are based on performance over many 
years, but can still be thrown out by such things as poor summer weather (parking 
fees) or an up- or down-swing in the economic cycle (planning fees). Where the 
scale of such a change has the potential to be significant, as indicated by monthly 
income figures, we will consider taking remedial action; the most recent example of 
this was 2020/21, where we downgraded projected receipts because of the likely 
impact of the Covid-19 pandemic. Incidentally, 2021/21 was the only year in the last 
six where our actual income was lower than projected. 
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15. The Code identifies bench-marking as a potentially useful means of 
understanding comparative costs and activity levels. Whilst we do keep an eye on 
overall financial performance across the English National Park family, we don’t use 
benchmarking - other than in terms of comparing performance indicator data - in any 
comprehensive way. This approach reflects both the differences between individual 
NPAs (and difficulties of comparability), and the difficulty of identifying what real 
value such an exercise would bring, given how resource-hungry it would be. 
However, on occasion we will undertake specific benchmarking activity, the most 
recent example of which was the staff structure/ salary exercise of 2018. But we do 
participate in cross-NPA working groups of specialist officers, to share best 
practice approaches; these include HR, Finance, Legal, IT, and Communications, as 
well as officers delivering services other than ‘corporate’ functions. 
 
4. Having Clear Plans for Delivering Savings 

 ‘The authority needs a single, consolidated and regularly-updated mechanism that 
tracks its savings plans. This should include the savings that have been agreed, how 
they will be monitored and the extent to which they have been achieved. These 
savings should also be built into the authority’s annual budget and its medium-term 
financial plan’.  
 
16. This aspect particularly addresses the circumstance of a typical local authority 
responding to the twin pressures of diminished funding and greater service demand, 
often resulting in a structured savings plan deliverable over several years. Those 
circumstances don’t have an exact parallel with NPAs, because the nature and scale 
of the services we provide is - mostly - more discretionary. 

17. In effect, our budget is our savings plan, incorporating as it does planned cost 
reductions based on contracting and other activity, necessary to arrive at a balanced 
budget each year. Our procurement processes are designed to achieve best value, 
and managers routinely consider different ways of buying services to make sure they 
can deliver within budget. Our particular response to the issue of financial constraint 
has been to develop our Income Generation Strategy, which includes both ‘fees 
and charges’ income and external grant funding, with the objective of maintaining the 
long-term spending power of the Authority. Progress on delivering this strategy, 
including external funding wins and a pipeline of projects in development, is reported 
to Members every quarter; results for 2021/22 are set to outperform significantly the 
Strategy’s current target. 

 

5. Managing Reserves Well   

‘The aim of the authority’s financial reserves is to provide funding for investment in 

future activities and to act as a safety net in case of short-term financial challenges. 

Consequently, limited use of reserves to support the delivery of a clear and 

transparent savings programme is perfectly acceptable. 

Using reserves to fund otherwise-unsustainable services or to defer the need to 
make difficult decisions about service delivery, on the other hand, is to be avoided. 
Such an approach does nothing to enhance financial resilience. It also serves to 
make those difficult decisions even more difficult, when they inevitably have to be 
made in the future’ 
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18. The Authority’s Reserves Strategy forms part of its annual budget, agreed in 
March each year; reference should be made to the Budget paper from March, which 
contains details on the purpose and value of each reserve. The majority of Reserves 
are earmarked, with only a small balance of unallocated General Reserves; the 
current year’s budget assumes that the General Reserve balance would be used in 
2021/22, to cover costs associated with the move to blended working. 
 
19. Of our earmarked reserves, the majority are allocated to particular projects, and 
so are scheduled to be spent across the period of the Medium Term Financial 
Strategy:  

 Some of these allocations are discretionary, i.e. in our gift; for example, an 
allocation towards the cost of a possible future replacement Ranger base; this 
is also the case with our IT and Property Reserves, although releasing those 
resources for other spending would be counter-productive, given that 
equivalent resources would have to be found from other revenue budgets.  

 Some relate to restricted funds, i.e. where grants or other monies have been 
received for spending only on specified outcomes. 

 Some are temporary, held as matching reserves to cover a scenario where 
certain unsecured loans became irrecoverable; these loans are in the process 
of being repaid (mostly over the next two years), and default is unlikely, so the 
funds they represent will be reclassified to general reserves in due course. 

20. Our largest discretionary earmarked fund is the Contingency Reserve, our policy 
being to set this at 10% of gross turnover (current value £893k). This is available to 
cover exposure to a range of non-standard (and therefore unknown) risks, more 
significant than in the past because of our increased reliance on external funding and 
the complexities of some of the related projects (which increases the prospect of 
something going wrong).  
 
21. Our reserves have been managed to increase the financial resilience of the 
Authority: 

 The Contingency Reserve has provided a good degree of self-insurance, 
providing a fall-back position if something significant were to go wrong, rather 
than being reliant on programme cuts to make up any shortfall. 

 By using capital reserves to cover IT and Property investment, we’ve been 
able to remove those costs from the ‘Revenue’ budget, and maximise our 
spending on service (programme) delivery. 

 We’ve used Reserves to even out the spending on some externally-funded 
projects, by allocating reserved sums to years in which there is a predicted 
dip in income. 

 We’ve used Reserves to provide financial security against potential default on 
unsecured loans, without which a default could have a direct impact on the 
revenue budget for the relevant year. 

 We’re using Reserves as a holding place for ring-fenced grants, until such 
time as those grants can be used to their greatest effect. 
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 The total of our usable reserves is backed by cash or short term assets (which 
will become cash, e.g. debtors). This gives us a strong cash-flow position, 
protecting us from late payments by grant-awarding bodies (including Defra; 
for the first time in its history, the NPA was paid the first tranche of its core 
grant after the 2021/22 financial year had started) and allowing us to incur up-
front programme expenditure prior to its later reclaim as an external grant 
payment. Note also that our cash-flow resilience is enhanced by flexibility as 
to when we draw down our Defra grant during each financial year, permitting 
us to access larger quarterly payments earlier in the year if required. 

 
22. Up until 2020/21, we hadn’t used General reserves to help ‘balance’ the overall 
budget, in any significant way2 . A more significant degree of that is now likely to be 
necessary for 2022/23, but that approach isn’t sustainable other than in the short-
term. 
 
 
 
 
  

                                                           
2  The 2019/20 budget used £22k of General Reserves; we have, of course, been using significant sums from earmarked 

reserves to support and deliver programmes, in line with the purposes for which those reserves were created. For example, 
£415k of earmarked reserves are scheduled to be spent as part of the 2021/22 budget (2020/21: £348k). 
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B. RESILIENCE ASSESSMENT 

 
1.Revenue Resilience 

 

(i) Medium Term Financial Strategy: current position. 

23. Forecasting income and expenditure over the medium term is not an exact 
science: there are a number of variables that affect the overall financial position of 
the Authority. This FRA aims to demonstrate that we have built an appropriately 
robust budget model to allow for the financial pressures and variances that might 
emerge over the medium term. 

24. Our current very tentative projection of income and expenditure, and therefore 
of potential deficit positions, is as below. The components of this table, along with 
the assumptions we have used to make this projection, are described in the following 
sections; these assumptions will be used in preparing the actual MTFS for the three 
years from 2022/23 onwards, which includes the 2022/23 budget. Note that the 
actual figures (and therefore deficits) will vary from this projection, which is based on 
programme costs originally projected in December 2020; also that the income (and 
matching expenditure) from major new grants (FiPL; Woodlands creation) is not yet 
included in the figures, and will make a small but positive contribution by covering 
overhead costs associated with that work. 

 

 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 

 £’000 £’000 £’000 £’000 £’000 £’000 

 Last 
year 

3-year MTFS  Longer term 

Expenditure 8581 8409 8640 8973 7836 7956 

Defra Grant -5230 -5230 -5230 -5230 -5230 -5230 

Other 
Income 

-2914 -2449 -2865 -2742 -1960 -1808 

Use of 
Earmarked 
Reserves 

-348 -412 -242 -214 -111 -155 

Nov 2021 
Projected 
Deficit 

89 318 303 787 535 763 

March 2021 
Projected 
Deficit3 

 391 108 608   

                                                           
3 Deficit projections for the three years 2021-2024, as included in the 2021/22 budget paper, are shown for comparative 

purposes. Increases in deficits are the result of a number of factors (additional national insurance contributions from 2022; 
unbudgeted pay award in 2021; projection for an inflationary increase to the Defra grant in 2021 not realised; higher overall 
levels of inflation), offset – particularly in 2021/22 - by higher levels of ‘earned’ income, particularly from car parking and 
development management. The latter are accentuated in 2021/22, because the targets for those income sources for that year 
were set well below pre-pandemic levels, on a cautionary principle. From 2022, these budgets have already assumed a 
return to pre-pandemic levels of for such activity, so the 2021/22 ‘anomaly’ of higher-than-budgeted income largely 
disappears. 
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25. Historically, our financial performance has always left a net underspend at year-
end (ignoring carry-forward budgets). This partly reflects the approach of budget 
managers, who are encouraged to spend up to the amount they have been allocated 
(which usually creates a large number of small residual underspends across a very 
wide range of budgets), and partly one-off receipts which weren’t in the budget, for 
example, a legacy or donation, or an exceptionally good year for car parking ticket 
sales. The Authority has no history of net annual overspends.  
 

(ii) Projections and Budgeting assumptions 

 
(a) Expenditure  

26. This has three components, staff costs, programme budgets, and overheads. 
Because staff costs make up by far the largest part of the Authority’s budget, they 
are considered in particular detail.  
 
27. Staff costs are projected to a very detailed ‘individual officer’ level, according to 
each officer’s current positon on the pay-scale ‘ladder’ for their particular job, and 
their future progression up that ladder over the next five years; current policy is for 
pay to increase by one increment for every year served up to the top of each 
particular pay scale. Any newly created jobs are costed on the assumption that new 
starters will start at the bottom of their job’s pay-scale: this isn’t always the case, so 
can lead to a slight underestimation of costs (though that has little effect on total staff 
costs). 
 
28. We make an assumption within these projections for the annual Local 
Government Pay Award. This is a nationally-negotiated inflationary pay increase 
which applies across our sector. Apart from a temporary pay freeze across the whole 
of the public sector following the 2009/10 financial crisis, recent years have seen 
typical pay increases of between 1% and 2%. In autumn 2020, the government 
announced another public sector pay freeze for 2021/22, and we budgeted on that 
basis. However, it later transpired that this freeze related to the Civil Service only. 
Pay negotiations are now taking place between the unions and the Local 
Government Employers’ Association and the current offer is for a pay increase of 
1.75%; that would add approximately £70k to our annual budget (unplanned this 
year), going forward. However, at the time of writing, the unions had rejected this pay 
offer, and were preparing to ballot for strike action; 1.75% may prove to be too low a 
figure, and we will adjust the projections as things become clearer. 
 
29. Beyond 2021/22, our future projections on salary inflationary pay awards are for 
an annual increase of 2%, amounting to ~ £80k pa, cumulative over the period of our 
projections4. This is marginally more than the expected increase for 2021/22, but 
reflects what may be a minimum outcome, because of the falling value of pay and 
‘supply’ pressures. RPI and CPI inflation are starting to rise, and the Bank of 
England’s expected response is a rise in interest rates (making mortgages more 
expensive). Added to that is the National Insurance Contribution increase (see 

                                                           
4 If the 2021 Comprehensive Spending Review produces a three-year flat rate (i.e. no allowance for inflation) settlement for 

National Park Grant, we will need to explain to Defra the likely impact on staff pay and/or programme cuts. 
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below) announced in September - which will reduce the value of take-home pay and 
act as a further inflationary pressure on pay -  and the apparent (or potential) trend of 
undersupply of candidates to the jobs market, something which we may already be 
experiencing, particularly in relation to Land Management and Planning roles.  

30. An increase or decrease of 1% to the pay award, compared to the projection we 
are applying, will add or subtract £40k from our annual staff costs. 
 
31. In addition to salary, staff costs include the ‘employer on-costs’ of National 
Insurance Contributions and Pension Contributions. For National Insurance, we 
calculate accurate projections based on rates and ceilings. From 2022/23 onwards, 
the employers NIC rate will increase by 1.25%. This will add ~£35k/pa to our staff 
budget from next year; note that both employers and employees will pay an increase 
of 1.25%, so an overall 2.5%. 
 
32. The Employer Pension Contribution Rate for 2022/23 will be 13.5%. This 
figure is a historical low, and follows the very positive conclusion of the Pension 
Scheme’s last triennial valuation, which showed a surplus of assets over liabilities. 
That surplus was projected to be removed by a progressive lowering of employer 
contribution rates, with 2022/23’s value the lowest in a series. However, when these 
rates were announced by the Pension Fund Manager, we were advised that any 
continuation of low rates into the next three year period was wholly contingent on 
continued excellent investment performance, and we were advised to budget 
prudently, for a return to the ‘old’ employer rate of 20.9%5. This rate is included in 
our budget projections for the years 2023/24 onwards. Given what has happened to 
financial markets since the onset of the pandemic, this remains the sensible 
approach: whether it will be sufficient (i.e. contribution rates could increase further) 
won’t be known until the next triennial valuation - setting contribution rates from 2023 
onwards - has been completed. This is very much a ‘wait and see’ item: the effect a 
1% increase or decrease in the rate would add or subtract ~£30k from our budget 
projections; but we anticipate that, at this stage, our current approach is sufficiently 
prudent to deal with any upwards adjustment in contribution rates that the next 
Triennial Valuation may produce. 
 
33. We also apply an adjusting ‘vacancy factor’ to the overall staff costs budget. 
This represents savings made in the period between an officer resigning and their 
replacement being recruited. We seek to limit such gaps (for example, the length of 
notice periods is typically one month for non-managers, rising to 3 months for section 
heads and senior management team members), but where a new appointee has to 
work out their notice at their previous employer, or where the first pass at recruitment 
is unsuccessful, vacancy gaps may approach 3 months. The ‘vacancy factor’ also 
includes any savings made where a replacement appointee joins on a lower salary 
than the outgoing officer; this is a common occurrence, though less so than in the 
past, offset by any extra costs incurred as a result of sick pay and maternity pay. 
 
34. The vacancy factor rate applied in the current budget (2021/22) is 1.5%, 
equivalent to a £60k saving against the staffing budget. Because we don’t know 
where in the Authority’s staffing structure a vacancy saving might be made, we show 

                                                           
5 This includes an allowance for extra costs arising from the legal judgement in the McCloud case, a national issue concerned 

with the equality impact of a decision concerning changes to the local Government Pension Scheme which were introduced 
in 2014.  
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the vacancy factor as a savings line solely within the Corporate Services staffing 
budget; this has the side-effect of implying that Corporate services staff costs are 
over-spent if and when the vacancy factor isn’t achieved. The rate at which the 
vacancy factor is set is based on past experience. 
 
35. The overall reliability of the combined impact of all these factors on total staff 
costs can be seen from comparing budgeted verses actual results: the graph (below) 
considers the past 6 years (5 pre-Covid, one Covid). 

 

36. This demonstrates a good match overall, but setting side 2020/21 (almost no 
staff turnover, linked to the pandemic) there is a slight underlying tendency to 
overestimate costs in the budget, averaging circa £50k pa over the period. This can 
be rectified by increasing the vacancy factor to 2.5%, a slightly riskier approach than 
the 2021 model, but one which can be monitored as each year’s figures are 
reviewed. 
 
37. The significant increase in salaries costs over the period of the above graph 
matches an increase in the staff cohort, as a result both of the extension to the 
National Park in 2016, and to new project officers being taken on for the duration of 
externally-funded projects (the latter costs are matched against income for those 
projects). 
 
38. Looking more broadly at the level of staff costs, we had set ourselves an 
‘indicative’ target for staff costs set at 55% of gross expenditure, the intention 
being that the core grant would support staff costs, core overheads and some 
programme spend, with external funding (including earned and other grant income) 
paying the remainder of programme and project costs: in a nutshell, making sure that 
the people we employ have enough budget to actually achieve what they are 
employed to do.  
 
39. Originally, we had a more constrained target, based on 70% of the Defra core 
grant. This value preceded the shift catalysed by our Income Generation Strategy, 
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which has successfully yielded a much larger proportion of non-Defra funding, that 
funding then requiring additional staff to deliver (making the previous measure no 
longer fit for purpose). This shift - from staff costs as % of the Defra grant, to % of 
gross expenditure - was made in 2018/19, and the results can be seen on the 
following graph. 

 

 

40. Whilst it is undeniably the case that more expenditure requires more staff to 
deliver it (excepting where work is contracted out), the current target is arguably of 
less practical value than it might imply, partly because external grant income can 
vary very considerably, year on year, and because for some of the larger grants we 
are essentially intermediaries, passing that money on to third parties including 
contractors, rather than using it to directly fund our in-house project activities; a fair 
proportion of such income makes little contribution to our core costs, including core 
staff costs (though it does pay for any specific short-term staff contracts, for people 
taken on to help with the delivery of that particular programme). 
 
41. Whatever the indicative trajectory for staff costs should be (and given that such 
costs represent the lion’s share of the Authority’s expenditure), balancing the 
positions of having sufficient staff to be able to deliver all of our planned activity, and 
being able to afford those staff, is now likely to be a major challenge. This is the main 
cause of the growing deficit position within our financial projections across the next 5 
years, and will need addressing in 2022.  

 
42. Programme Budgets (excluding staff costs). These are set in line with 
projections provided by the manager responsible for each programme, and comprise 
expenditure funded by the Authority (out of its Defra core grant and/or earned 
income) as well as activity supported by other grants and/or fees and charges.  
 
43. Note that actual programme spend can vary significantly from budget, particularly 
where an external grant is involved; this happens when the actual timing of spending 
differs from that originally estimated in the budget; for one year projects, this can 
cause variances that disappear as the year progresses, but for larger multi-year 
projects, the variance may ‘shunt’ budget between years. These effects don’t 
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generally create any risk to the authority’s financial resilience, though there is a 
potential (but as yet unrealised) risk that – where spending is delayed on a multi-year 
project – not all the funding made available to us will be used. 
 
44. Many programme budgets are tied up with staffing costs, in the sense that staff 
are required to deliver them. In this sense, delivery budget/staff costs are 
interdependent, so it’s often not practicable to make a substantial change to the 
value of one without affecting the other. 
 
45. There are currently several external factors which may present a risk or 
opportunity to programme budgets. These include the long-awaited conclusion from 
Defra on which, if any, of the Glover Review recommendations it has chosen to 
adopt (see also ‘Defra Grant’, below), and the implementation of Unitary Status for 
North Yorkshire which, as well as having potential consequences for the Authority’s 
governance arrangements, could affect our work on Rights of Way, which we 
manage for the County Council under an agency agreement; this latter instance isn’t 
a threat to financial resilience, but it does add potential complexity to the process of 
reorganising our expenditure to match our income.  
 
46. Overheads. A wide group of ‘corporate’ expenses, including all overheads which 
are not allocated to specific programme budgets as well as key internal services like 
Committees (and Members), Legal, Finance, HR, IT, Office Premises, Reception, 
Insurance, non-Ranger Vehicle Fleet and so on. We could (but don’t) apportion 
these costs to the programme budgets they support: apart from the resource needed 
to do that (and to ‘split’ the cost of, for example, premises amongst all the 
programmes), programme managers are not in a position to manage these costs, 
which are better controlled centrally. 
 
47. Projections for overheads are based on past performance (for example, 
electricity and water use volumes), on contractual agreements (e.g. fleet lease costs, 
insurance, audit fees) or on notified values (e.g. business rates). Where we have 
influence over these costs, we will always work to try to reduce them, for example by 
managing down our energy consumption (a link to the Authority’s Carbon Reduction 
Plan) or by ensuring that we get best value from the contract procurement. 
 
48. We also apply a series of inflation rates when projecting future overhead costs. 
At the time of writing, the rates used in the MTFS model are as follows; these will be 
updated as part of the detailed budget modelling for 2022/23. 

 General Inflation: 2% across all years; this is in line with the Office for 
Budget Responsibility predictions ( https://obr.uk/forecasts-in-depth/the-
economy-forecast/inflation/#CPI ) which suggests CPI at around 2% until at 
least 2025. 

 Utilities inflation: as this includes power (and all utilities, including water, are 
affected fundamentally by the cost of power), this is a grey area at the 
moment, because of fuel price hikes. Based on Office for National Statistics 
data, the latest full month figures show an annualised inflation rate for 
electricity of 5.8% 
(https://www.ons.gov.uk/economy/inflationandpriceindices/timeseries/czcz ).  
If we assume that other utilities perform similarly, then an overall rate of 6% 

https://obr.uk/forecasts-in-depth/the-economy-forecast/inflation/#CPI
https://obr.uk/forecasts-in-depth/the-economy-forecast/inflation/#CPI
https://www.ons.gov.uk/economy/inflationandpriceindices/timeseries/czcz
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would seem appropriate. Some ‘less official’ but still reputable sources 
indicate this may be nearer to 10%, but the ONS figures are more objective. 
We will monitor energy prices carefully, before setting the budget.  

 Business Rates inflation. 5%, consistent with changes over recent years. 
 
49. The overall accuracy of our overhead projections, based on the above approach, 
is very good, as the following graph demonstrates. Taking the average variance over 
the past five years, our forecasting of overheads has an accuracy of 99%6. 

 

 

50. Opportunities Fund: this is a sum allocated as unspecified budget each year, to 
allow for additional match funding for any unplanned extra funding opportunities 
which might crop up, but it is also available to cover any shortfalls in expenditure 
budgets, particularly where spending on some unplanned item is required. The 
annual allocation to this Fund is £60k, although this is not always used in full (as was 
the case on 2020/21 and - currently - for 2021/22). 
 

(b) Defra Grant 

51. Our current assumption is that the Defra grant settlement will stay at a flat rate 
across the whole of the MTFS period (which in this case coincides with the 
government’s 3 Year Comprehensive Spending Review, or CSR). This assumption 
has been extended to 2026/27, simply to project longer term pattern of deficits, but 
as the period from 2025/26 will be subject to a new CSR (decided by a new 
government) those projections have far less certainty to them and the Defra grant in 
those years may be higher or lower. But it would be overly optimistic to hold out for a 
higher settlement, given the trajectory of the decrease in funding for NPAs since 
2010 (more of which later). 
 
52. Although we were already projecting long term budget deficits back in 2019, we 
chose to delay resolving that problem at that point, awaiting the outcome of the CSR 

                                                           
6 Figures are corporate /core overheads, taken from annual outturn reports, from which corporate income figures have been 

removed; they also included carry-forward expenditure commitments. The more significant variance in 2020/21 related to 
certain areas of lowered spending in areas of the budget affected by the Pandemic and related lockdowns (including energy 
use). 
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which should have set our Defra Core Grant for the 3 years from 2020/21 and so 
would have provided a clear basis for making any necessary financial adjustments. 
In the event, that CSR was delayed because of Brexit, and rescheduled for 2020. 
2020 saw a further delay because of the Covid-19 pandemic, and again we deferred 
resolution of the budget deficits, pending the eventual CSR, using unallocated 
reserves to temporarily shore up our financial position: our Defra grant in those two 
years (2020/21, 2021/22) was set as a one year grant, at the same level as that in 
2019/20.  
 
53. Defra officials are confident that they will be able to issue us with a three-year 
settlement for 2022/23 (or, at least, a settlement for 2022/23 and an indicative 
settlement for the next two years). However, even if we only get yet another one-
year settlement, we will still need to address the projected budget deficits in 2022, 
because we’re unlikely to have sufficient reserves to continue to prop up the 
Authority’s budget and to meet the eventual and potentially significant costs of a 
reorganisation. In other words, we can’t wait beyond 2022 for Defra to provide us 
with financial certainty over the core grant. 
 
54. Assuming that a flat-rate settlement will apply from 2022/23 onwards (for three 
years), the cumulative underlying reduction in our core grant, in real terms, will have 
been ~44% since 2010 (i.e. allowing for inflation, and ignoring the extra grant 
allocated because of the extra costs of the boundary extension in 2016).  

 

 

 

55. The above graph illustrates the gradual demise in Defra’s support for NPAs; 
figures are for total grant across all 10 English Parks. The purpose of this graph is to 
demonstrate that it would be foolhardy to place any reliance on Defra increasing our 
core grant, given this history.  Points to note are: 
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 ‘Total funding’ is just that, in cash terms. 

 ‘Total adjusted for CPI’ shows the above figure, discounted for inflation, i.e. its 
real terms value. An assumed CPI inflation figure has been applied from 
2022. 

 The above figures are distorted, firstly by the addition of the South Downs NP 
in 2010/11, and then by the Yorkshire Dales extension in 2016: whilst its true 
that Defra did provide more funding for NPAs because of these two events, 
that extra funding covered extra activity, so hasn’t contributed to underlying 
running costs but instead distorts what is otherwise a downwards trajectory, 
most evidently for those Parks unaffected by those changes. So the third line 
on the graph excludes those extra costs. 

 Steady state adjusted for CPI is the real-terms value of the underlying Defra 
grant, i.e. what it really means to NPAs. This final line on the graph gives the 
best idea of exactly what has (or will have) happened to NPA funding in 
England. 

56. Another of the – entirely valid – reasons for postponing redressing the budget 
deficit projections for as long as possible was because we were awaiting the 
outcome of the Glover Review of Protected Landscapes or, more specifically, 
Government proposals for dealing with that review’s recommendations. The 
overwhelming message of the Review was that significantly more funding was 
needed, both for NPAs and AONBs, to deliver the conservation, biodiversity and 
social inclusion aspirations of that review. 
 
57. The picture may actually be even more challenging than is suggested above. 
Defra is likely to want to pursue at least some of the Glover recommendations, and 
that may result in their directing some of the core grant they allocate to NPAs to be 
spent on our delivering particular Glover outcomes: this could require us to cut some 
of our services and augment others. That in itself might be quite superficial, but there 
is also a strong possibility that Defra may in any case seek to take a much more 
active part in directing our spending of the Core Grant. This may be good news for 
national objectives around climate change, nature recovery and access but the 
consequence is that decisions on spending will be made nationally and not by 
protected landscape authorities. 
 
58. Defra’s particular interest is in achieving the 25 Year Environment Plan, and they 
may seek to direct their grant to be spent directly on delivering components of that 
plan: in other words, that they move to paying the NPA to deliver outcomes Defra 
requires, rather than – as currently -  the core grant being paid to NPAs to deliver 
Management Plan objectives as defined by each NPA. If this does become Defra’s 
direction of travel, it will place additional constraints on our ability to continue to 
operate some of our current services and programmes, particularly those which are 
not of current interest to Government but which are reliant on a share of core funding 
to cover their operational costs. The outcome of such pressures may be a more 
fundamental reorganisation of the Authority’s work than would be required simply in 
response to current deficit projections. 
 
59. The scenarios described above won’t necessarily reduce our financial resilience, 
because their primary impact is on what we do, not on how much money we have to 
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do it. However, any major redirection of our activities could only be achieved by a 
reorganisation of our work, and that could be associated with significant one-off 
costs. 
 
60. If the Defra core grant is not maintained at the current cash level, but is instead 
cut, then each 1% cut will add £52k to our annual deficit projections; the converse 
applies to any increase in grant. 
 
61. By covering our core costs (including staff) costs, the Defra grant gives us the 
capacity to pursue and deliver external funding. The current full year projection for 
expenditure in 2021/22 is now circa £10m, of which the Defra grant accounts for 
around 50%. If the value the Defra grant falls, our capacity to access and spend 
external funding may fall in proportion: future falls in value of the grant are more 
likely to be more than mirrored by falls in external funding, so the impact on our total 
expenditure budget is geared, multiplying the impact of a cut (or inflationary 
standstill) to the core grant, potentially very substantially. 

 

(c)  Other Income 

62. This has two main components: grant income (excluding the core Defra grant) 
and earned income. 
 
63. Grant Income, used to supplement and fund programme and project spending, 
is included in the budget at values as advised by service managers. Actual figures 
for a year inevitably vary from the initial projections, because our budgets only 
include income (typically, grants) which have been confirmed at the time the annual 
budget is approved, and not any prospective grant applications in development. 
2021/22 is a particularly good example of this, with substantial additions to budgeted 
income as a result of the Farming in Protected Landscapes scheme and two 
substantial Woodlands-related grant schemes being confirmed after the budget was 
set. 
 
64. Actual amounts of grant income achieved can vary, sometimes significantly, from 
budget, but this is generally unproblematic: grants are almost all awarded on a 
reimbursement basis, so when the full budgeted value of a grant is not drawn down, 
that invariably reflects the fact that we have not incurred the matching expenditure: in 
short, we’ve spent less than predicted, and need less grant. The qualifiers to this 
being unproblematic is that we need to be careful that grants include allowances for 
any extra overheads - including staff costs - that we incur, and that we access 
sufficient grant monies to finance the activities of our staff (given that the amount of 
core funding available for programme costs has shrunk over time). 
 
65. However, maintaining high levels of grant income is key to achieving the targets 
set by our Income Generation Strategy and more importantly, key to achieving our 
objectives. We’re well on track to overachieve against these income targets, at least 
for the next three years, but should note that delivering the outcomes required by 
such income does increase the pressure on staffing resources. This is an issue that 
will need to be addressed in 2022.   
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66. Earned income. Our major sources of earned income are – in order of 
importance - Car parking ticket sales, planning fees, (net) retail sales, Dales 
Countryside Museum admissions and bank interest. This income is critical to the 
Authority, as – unlike grant income – we can use it to pay for core costs (including 
staff), as well as programme budgets. 
 
67. We base future income performance for each of these sources on past 
performance (particularly the previous year), and, whilst there are inevitably some 
variances between budget expectations and budgeted outcomes, the overall result is 
close to the total expected value, as the graph (below) illustrates, in turn 
demonstrating that our approach to projecting such income is robust. On average, 
earned income from these main sources has out-performed budget by 60k pa over 
the past 6 years, with particularly favourable years the result of particular (and 
unpredictable) events7. 

 

 

68. Other sources of earned income include returns from green energy installations 
(Renewable Heat incentive; Feed-in-Tariff) and S106 (legal) fees. The value of green 
energy income will increase from 2022/23 onwards, and we are in the process of 
estimating this increase, based on the new installations at our premises (PV panels, 
air-source heat-pumps etc.) completed this year. S106 income is growing, in parallel 
with planning fee income, and we will use the latest actual figures - from no earlier 
than November 2021 - as a base for projecting income for 2022/23. We also receive 
some income from leases, including two cafes; future income from those sources will 
be projected in line with the related legal agreements. 
 
69. The only source of income which relies on an ‘external’ assumption (rather than 
a view of past performance) is bank interest, for which we will project a series of 
small increases across the coming years. The Bank of England’s recent Monetary 
Policy Report (5 August 2021) forecast that its main interest rate would reach 0.5% 
in the third quarter of 2024 (from 0.1% at present), after hitting 0.2% in the third 
quarter of 2022 and 0.4% for the same period in 2023. Our Treasury Management 

                                                           
7 This includes higher-than-budgeted car parking income in the good summers of 2017/18 (£44k above budget) and 2018/19 

(+£78k), and one-off Minerals planning application fees in 2016/17 (£65k) and 2019/20 (£46k) 
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(investment) activities typically achieves a rate of return of 0.4-0.6% higher than the 
BoE rate, to which we will add to these predicted changes across the next five years.  
 
(d) Use of Earmarked Reserves.  
 
70. The sums in the table (in Section B.1 (i)) are composed of capital spending (from 
the Property and IT Reserves) as well as reserves for particular programmes and 
projects, including any ring-fenced grants received in advance of the related activity, 
legacies, and sums allocated to particularly large projects with a duration of more 
than one year. Use of these reserves in this (planned) way is an established part of 
our budgeting process, and doesn’t undermine resilience. Indeed, were ear-marked 
reserves to remain unused, it would raise the question as to their validity. 
 
(e) Projected Deficits.  

71. The values in the table (in Section B.1 (i)) are projections based on the 
assumptions and methods set out in the above narrative.  

72. These figures pre-date work on the actual 2022/23 budget (and subsequent 
budgets), which is very likely to see a number of significant adjustments to 
programme budgets, including income, which may well yield results somewhat 
different from the figures here.  

73. Nonetheless, at this stage in the budgeting cycle, we are expecting to project 
substantial deficits in the year ahead, and that expectation is supported by similar 
modelling last year, with the situation exacerbated by some of the changes to our 
assumptions since then (e.g. flat-rate Defra settlement; extra National Insurance 
cost, additional pay award etc.).  
 

2. Capital Resilience 

74. The Authority’s capital investment covers property (including premises), IT and – 

to a much smaller extent – Plant & Equipment. 

75. We operate a 5-year Property Strategy, which sets out how our premises and 
other sites will be maintained and developed. This Strategy is reviewed in full every 
five years (next review due this year), and ensures that property is maintained in a 
state that is fit for purpose. We have a similar IT Strategy, again reviewed on a 5-
year cycle. Both strategies are updated each year, to pick up on any developments 
and changes in budget requirements. The budget for delivering both of these 
strategies is covered by an ear-marked reserve, thereby avoiding the need to fund 
capital expenditure from the annual revenue budget. This expenditure requirement is 
calculated each year, and the relevant capital reserve is topped up from general 
reserves, to ensure that a rolling five-year budget is covered. 

76. There is some future risk that capital budgets can’t be maintained and topped up 
in the way described above, if general reserves are not available. However, to date - 
at least – there has invariably been release of resources to general (unallocated) 
reserves at the end of each year, so this risk appears small. Were that not to be the 
case (and there were not sufficient reserves to ‘top up’ the budget needed for 
spending across 5 years, so the earmarked reserve would then only contain 4 years 
of future budget coverage), that would give us ample warning that a change was 
needed to our approach. That could involve either a re-write of these capital 
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strategies (e.g. that maintenance plans were spread over a longer interval) or a draw 
on funds from the revenue budget. 

77. Expenditure on plant and equipment (primarily used by the Rangers) is also 
planned over a five-year cycle, but – being of a much smaller scale – is incorporated 
into and covered by the annual revenue budget. 

78. More details on the risks associated with our capital assets is given in Annex 2, 
Managing Balance Sheet Risk. Our approach to capital management is 
straightforward, reflecting the rather limited property holdings we have, compared 
with some other NPAs, but it useful to highlight some aspects which relate to 
financial resilience: 

 Where possible, we will endeavour to seek external funding to support 
capital expenditure. The most recent example of this was the grant used to 
finance last year’s retro-fitting of the Authority’s premises with sustainable 
heating and energy systems, and we are also pursuing grants for Changing 
Places upgrades to two public toilets, to plant replacements for work on the 
Pennine trails, as well as including IT requirements and costs within 
externally-funded project bids. 
 

 We don’t have any capital borrowings, and have been able to fund all capital 
spending from our own resources. Nonetheless, that option is available 
should it become a necessity, albeit that it would come with a long term net 
cost. 
 

 Owning relatively little property, we don’t have a programme of property 
disposal and so don’t project future capital receipts. We do plan to dispose of 
a few very marginal pieces of land, but this is not a priority and those 
disposals are unlikely to yield significant receipts. However, the next iteration 
of the Property Strategy will include an action to review – at some point during 
the life of the Strategy - our requirements for office accommodation, given that 
our need for this appears to have has fallen, initially because of the pandemic 
and now as a result of blended working. 
 

 Future developments of our capital strategies may identify further un-funded 
costs, potentially in relation to changing working practices and IT, and to a 
potential Ranger base in the south of the Park. As and when these 
developments become a likelihood or show potential, we will bring them 
forward for Members consideration, including consideration of the question of 
funding (and what the options are for that, including the pursuit of additional 
capital grants). 

79. We employ a dedicated Property Manager, who is in turn supported by a 
Maintenance Officer. We also have an IT team, currently comprising 4 Full Time 
Equivalent staff, whose responsibilities include GIS and systems development. 
These staff resources underpin our management of capital assets, including the 
costing and procurement of associated developments. 
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3. Reserves 

80. Reserves, along with robust revenue and capital management, underpin our 
financial resilience, providing the ability to flex our finances appropriately in response 
to planned and unplanned financial circumstances. Reserves are important as a 
working balance to cushion the impact of uneven cash flows; a contingency to 
manage financial risks and as a mechanism for building up funds to meet known cost 
pressures that can’t be accommodated in a single year. 
 
81. Our approach to Reserve management is covered elsewhere in this paper (both 
in Section A2 and in Annex 1). For each reserve we hold, we identify its purpose and 
the appropriate balance. This process is incorporated into our budget setting 
process, and is reapproved (as a Reserves Strategy) each year. 
 
82. In preparing this Financial Resilience Assessment, CIPFA’s Financial 
Resilience Index was considered, the most useful indicator of which –in our context 
– is the level of overall useable reserves and how that varies over the years. Looking 
at the history of our useable reserves position, this has been built up to a healthy 
level over the past decade (see graph).  

 

 
 

83. But it’s important to appreciate how these reserves are now constituted: they 
don’t represent a ‘general fund’ that can be used to support ongoing deficits, and any 
changes to the way they are organised would have consequences for other aspects 
of our budget and operations. Particular points to note include: 
 

 Unallocated General Reserves. These represent funds which are available 
for spending with no consequence on other financial plans. The balance of 
such reserves shrunk to virtually nothing over the years, as money has been 
allocated to earmarked reserves. 
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 Total reserves are beginning to fall, albeit slowly. This follows their planned 
use in support of the annual budget, rather than any intention to prop up an 
unsustainable budget position in the long-term. 

 

 Earmarked reserves now comprise the range of individual sums described 
elsewhere. Whilst some of these reserves can be reclassified for other use, at 
our discretion, that would have an impact according to which reserve was 
affected.  

For example, releasing the Reserves being used to fund our capital 
programmes (Property, IT) would require those same sums to be found from 
the annual Revenue budget, with consequent knock-on effects. There is a risk 
of assuming that we have plenty of reserves and so there’s nothing to worry 
about: we do have sufficient reserves under normal circumstances, but they 
won’t be enough to resolve the deficit situation we now face. 
 

 The largest individual earmarked reserve, by some way (£893k as at 31 
March), is the Contingency Reserve, set at 10% of gross turnover. This is 
available to deal with unplanned financial problems, and is currently set at a 
high level because of the perceived risk attached to our now heavy reliance 
on and involvement with externally-funded projects, especially in relation to 
our accountable body status. 

 

 Notwithstanding the above, we do have the discretion to adjust earmarked 
reserves if circumstances required. That may be one option should we be 
obliged to undertake a reorganisation of the Authority, to help to fund 
reorganisation costs. However, until the scale of any reorganisation 
requirement is clear, we won’t know whether, even with reclassification, we 
have sufficient resources to cover the associated financial obligation. This 
remains a significant unquantified risk. 

84. CIPFA also highlights the value of the ratio of useable reserves to revenue 
expenditure, on the inference that this ought to retain a similar proportionality over 
time (such reserves being available to address any problems) and that a falling ratio 
may suggest potential instability. The graph (below) shows this Reserves trend for 
the Authority, over the past decade. In terms of net expenditure, there has been 
substantial growth, starting from the time when our external funding growth 
accelerated. But looking at gross expenditure (i.e. before netting off against related 
income), the growth has been much more proportionate, and there is now more than 
a suggestion that Reserves have peaked and are starting to decline. This 
observation is in line with expectations, as we use earmarked reserves for the 
purposes they were created, rather than being an indicator of, or further insurance 
against, financial stress. 
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C. AREAS FOR IMPROVEMENT 

 

85. Overall, it is concluded that our financial management and governance 

processes are working well, and are proportionate for an organisation of our size. 

The central issue highlighted by this Assessment is that of growing budget deficits, 

and the following actions are proposed as a means of dealing with that problem. 

 

1. Earned income. Our approach is based on what – historically – we have 
achieved, and not necessarily on what could be achieved. We need a more 
dynamic approach, and will examine all of our sources of earned income, 
allocating appropriate ‘stretch’ targets with the aim of achieving a better 
overall result. 
 

2. Procurement and Contract Management. We’ll continue to reinforce best 
practice in these areas, to get the best possible value (and potential savings) 
from our buying activities. Procurement training for budget managers was 
completed last year, and the Procurement Strategy is being revised this year, 
so this is an area where we will keep the pressure up. 
 

3. We need to undertake an exercise in 2022, to bring the budget back in line 
and remove projected budget deficits; this exercise will be undertaken in 
close co-operation with Members.   
 

4. We will continue our cautious approach to managing Reserves, particularly 
given our current reliance on them to both balance the books (in 2022/23) and 
to help us deal with any reorganisation costs. 
 

5. We need to engage with our people on all of the above, including in looking 
at how we can deliver our services more effectively. Although many officers 
are familiar with the work undertaken to deal with the sequential cuts to our 
core grant between 2010 and 2015, officers joining the Authority after 2015 – 
now a significant proportion of our staff cohort - haven’t experienced the 
challenges of austerity, but rather the growth in our activity supported by the 
extension to the Park in 2016 and our subsequent successes in income 
generation. So there may be a cultural issue to address.  
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ANNEX 1 

Symptoms of Financial Stress 

Organisations can exhibit financial stress in a number of ways. Some of the more 
common symptoms are: 
 

 Running down reserves – Using financial reserves to finance a deficit or to 
avoid difficult decisions around spending cuts provides temporary relief, but is 
not sustainable in the long term. 
  

 Failure to address financial pressures – Refusing to make difficult 
decisions about how to reconcile funding and service pressures, or not 
recognising that such decisions need to be made, is equally not a solution to 
challenges but instead simply increases the financial gap and the extent of 
change that will be required in future years.  

 

 Shortened planning horizons – Long-term planning is more difficult in times 
of uncertainty, but it is still important, perhaps even more so than in more 
stable circumstances. A failure to plan is indicative of a lack of strategic 
thinking and an unwillingness to make difficult decisions. 

 

 Lack of investment in infrastructure resources – When resources are 
scarce, it is tempting to defer the maintenance and enhancement of assets 
(such as buildings) to future periods, which can result in the failure of key 
physical resources. 
 

 Gaps in savings plans – Knowing that savings are required is helpful, but 
knowing how these savings are going to be achieved is critical. Simply 
indicating that ‘unidentified savings’ will be made is not an acceptable strategy 
for financial resilience.  
 

 Unplanned overspends – No budget is going to be absolutely spot-on. 
However, overspending against the budget is simply rolling over one year’s 
problems into next year. It is a clear sign that an authority is failing to turn its 
financial policy decisions into action on the ground.  
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ANNEX 2 

Managing Balance Sheet Risk 

 

Introduction 

1. An organisation’s balance sheet is essentially a list of its assets and liabilities. 
‘Balance Sheet Risk’ refers to those elements on the balance sheet that, if not 
properly managed, could present a risk to financial sustainability and so force a 
departure from financial plans and the operational delivery they support. 

2. A report mapping the Authority’s compliance with CIPFA’s Financial Management 
Code (‘the Code’) was presented to this committee in December 2020. Section 6 of 
the Code requires that ‘authorities should monitor closely the material elements of 
their balance sheet that may give indications of a departure from financial plans’. 
Although we do manage our assets and liabilities, we don’t do that in a way that 
presents an overview of how balance sheet risk – where it exists – is addressed. 

3. Accordingly, an action was added to the list of governance activities planned for 
2021/22 (as set out in the Annual Governance statement), to ‘Prepare a financial 
policy note which gives a comprehensive picture of the Authority’s processes for 
managing balance sheet risk’. This annex provides that note. 

 
The structure of the Authority’s Balance Sheet 

4. Our most recent year-end balance sheet is included at Appendix 1, taken from 
the accounts to the year to 31 March 2021. In line with standard accounting practice, 
this is divided in two:  

 an upper section listing all of the Authority’s assets and liabilities, which, when 
added together, give a Net Asset positon (in this case, £7.7m), and  

 a lower section, which shows the same total value of Net Assets, but 
reclassified in terms of Reserves. 

5. Dealing firstly with the upper section, Appendix 2 provides an item-by-item 
narrative which sets out the risks and other issues associated with each component 
item, and how these are managed.  

6. The lower section of Appendix 1 (‘Reserves’) is divided into Usable and Unusable 
Reserves:  

 Usable: Earmarked Reserves (as set out in the Reserves Strategy, part of the 
annual budget agreed in March each year) plus as-yet unallocated General 
Fund reserve. Total value at 31 March was £3.84m8.  
  

 Unusable: these are accounting adjustments, designed to hold changes to the 
value of assets which haven’t been realised and which would otherwise lead 
to major in-year adjustments to the budget (especially relating to revaluations 
of property and the pension scheme). 

                                                           
8 In terms of the ‘upper’ section of the Balance Sheet, Usable Reserves are the sum of: current assets plus long-term 

investments, less current liabilities (the latter excluding the short term provision, which is an accounting adjustment) 
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7. Useable reserves are available to support the Authority’s work. The current 
reserves strategy includes an earmarked Contingency Reserve of £893k, based on 
10% of projected gross turnover. 

 
Discussion 

8. Appendix 2 demonstrates that the balance sheet risks we face are straightforward, 
as would be expected from an organisation of our size and nature: we don’t, for 
example, have the complex responsibilities for housing, education or social care that 
a more typical local authority might have. We are not reliant on concessions or other 
commercial income, and we have no long or short-term borrowings. The conclusion 
is that the risks we face are managed in a way that is proportionate and appropriate 
for the Authority. 

9. The Code lists 5 key questions which should be addressed when assessing 
whether balance sheet risk is being managed properly. Answering these questions 
(see table, below) doesn’t identify any significant area which would require additional 
monitoring or management arrangements.  

1.Has the authority identified the elements 
of its balance sheet that are most critical to 
its financial sustainability?  

Retention of sufficient working capital; 
maintenance of property so that it can continue to 
meet the Authority’s needs. 

2.Has the authority put in place suitable 
mechanisms to monitor the risk associated 
with these critical elements of its balance 
sheet? 

Yes, at a level appropriate to the Authority (e.g. 
monthly cash monitoring; managed delivery of 
property management strategy). 

3.Is the authority taking action to mitigate 
any risks identified?  

Controls and other financial processes are in 
place. 

4.Does the authority report unplanned use 
of its reserves to the leadership team in a 
timely manner?  

If this were to happen, yes; at present, spending 
(and commitment) of reserves forms part of the 
annual budget process. 

5.Is the monitoring of balance sheet risks 
integrated into the authority’s management 
accounts reporting processes?  

A risk that has crystallised would be reported in 
quarterly (to Members) and monthly management 
accounts (to the Senior Management Team). 

 

10. Were we to face a problem as a result of some unpredictable one-off event, the 
Contingency Reserve is available to deal with that scenario. It is possible that a 
failure in financial controls could also lead to a balance sheet problem, but we 
actively maintain, develop and check such systems to minimise that possibility.  

 

  



68 
 

APPENDIX 1 

The Authority’s Balance Sheet 

Balance Sheet 

As at 31 March 2021 

31 March 2020       31 March 2021 
£000      £000 

          
8,410.2   Property, Plant and Equipment  9,586.1 

6.5   Heritage Assets  6.5 
156.8  Long Term Investments  91.7 

8,573.5   Long Term Assets   9,684.3 
          

117.9   Inventories  90.7 

160.0   Short Term Investments  144.6 

614.2   Short term Debtors  504.6 
3,304.2   Cash and Cash Equivalents  3,483.4 

4,196.3   Current Assets   4,223.4 
          

(53.4)   Short Term Provisions  (69.3) 

(456.3)   Short Term Creditors  (472.4) 

(509.7)   Current Liabilities   (541.7) 
          

(4,847.0)   Pension Liability  (5,619.0) 

(4,847.0)   Long Term Liabilities   (5,619.0) 
          

7,413.2   NET ASSETS   7,747.0 

          
3,465.2   Earmarked Reserves  3,755.7 

432.7   General Fund Balance  88.1 

3,897.8   Usable Reserves   3,843.8 
          

2,889.5   Revaluation Reserve  4,442.1 
5,526.2   Capital Adjustment Account  5,149.4 

(4,847.0)   Pension Reserve  (5,619.0) 

(53.4)   Accumulated Absences Account  (69.3) 

3,515.3   Unusable Reserves   3,903.3 
          

7,413.2   TOTAL RESERVES   7,747.0 
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APPENDIX 2 

Managing Balance Sheet Risk 

Balance Sheet Item How any associated risks are managed 

ASSETS  

Property Plant & 
Equipment 

These assets are maintained in line with dedicated 5 year strategies, covering IT and Property (including premises), to ensure 
that their long-term value to the Authority isn’t diminished. These strategies are funded by allocations from earmarked 
reserves set aside to cover the full duration of each strategy; the property strategy is supported by a detailed asset 
management plan, which includes maintenance and refurbishment plans. The Authority owns all of its buildings outright (with 
the exception of four small leased premises, used to support field activity by the Rangers), and has no requirement for long-
term borrowing to fund its accommodation needs. 
 
New ‘plant and equipment’ assets are purchased in line with the (agreed) annual budget. Annual checks are undertaken 
against the assert register, to ensure items haven’t been lost and remain usable. We maintain appropriate insurance cover on 
all our assets, and this is reviewed and updated annually. 
 
Property inspections take place each year to prioritise any repair work. 
 
The value of this item varies considerably year on year. A small part of this change relates to purchases of new assets and 
depreciation, but the lion’s share is caused by revaluations, which we are obliged to undertake each year as part of the 
preparation of our statutory accounts. The results of these revaluations fluctuate considerably year on year, increasing or 
decreasing the value of property and premises: this is particularly apparent in the 2021 figures, with values increasing by over 
£1m.  
 
In a practical sense, this revaluation ‘increase’ isn’t of any immediate use to the Authority: the increase hasn’t been realised 
(that would only happen if the related property were sold). So the ‘gain’ is classified as an unrealised Revaluation Reserve, 
one of the unusable reserves on the balance sheet. 
 
The reverse can happen (property can be revalued downwards in some years), in which case the opposite movement would 
be required, and the value of the Revaluation Reserve decreases. 
 

Heritage Assets Where something is retained solely for heritage purposes, CIPFA requires us to list this as a specific class of assets. We only 
have one such item, a Viking gold ring purchased some years ago, and which forms part of the Dales Countryside Museum 
collection. It’s exhibited in a secure cabinet and is insured. 
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Long Term 
Investments 

These comprise our investments in Broadband for the Rural North (B4RN; loans and shares) and our loans to the Lune Rivers 
Trust (LRT), both of which provide cash-flow for those organisations to fund activity up-front. The rationale for these 
investments was covered in previous papers to this committee, and the investments have been built up over several years 
(especially those in B4RN). 
 
Financial assessments of both B4RN and LRT were undertaken before investment, but as these investments are unsecured, 
there is a risk that they might not be recovered. That risk is managed by retaining ear-marked reserves of equivalent value, so 
that in the unlikely circumstance that the investment was irrecoverable, the loss would be written off against that reserve, and 
wouldn’t have to be covered from the annual budget (otherwise having an adverse effect on programme budgets). Assuming 
that doesn’t happen, the earmarked reserves will be reclassified as General Reserve once the capital has been returned to 
the Authority; this is scheduled to happen over the next three years. 
 
There are no short term plans to ‘cash in’ the shares held with B4RN. The sum classified as ‘Long Term Investments’ relates 
to that portion of the loans/shares which are repayable after 12 months or longer; see also ‘Short Term Investments’, which 
covers the portion repayable within 12 months. 
 

Inventories The value of stock held at year-end includes retail goods. Stock levels are managed to ensure that they don’t build up 
excessively or that they aren’t run down to levels which would limit operations. Retail stock in particular is kept under active 
review, to make sure the items we hold continue to be saleable: where it is identified that this isn’t the case (e.g. through 
obsolescence, damage or other stock losses), such stock is written off in line with retail policy. 
 
We hold insurance against the loss of stock, based on the typical year-end combined value of all inventories. 
Incidentally, stock theft from retail is minimal: shop areas within the National Park Centres are close to where the staff are 
located, and we don’t have changing rooms (often a problem, in terms of clothing thefts). 
 

Short Term 
Investments 

The other part of our investments in B4RN and the LRT, i.e. the portion repayable to the Authority within 12 months. We 
monitor repayments, to make sure they are received in line with loan agreements. 
 

Short Term Debtors  Debts owed to us, payable within the next 12 months. 
 
The bulk of our income comes from various central government grants and these also make up the majority of our short-term 
‘under one-year old’ debtors. As at 31 March, this source constituted 70% of all debtors. We monitor the ‘age’ of our debtors, 
most of which are very short term (i.e. paid within 30 days): as at 31 March 2021, we only had £1.3k worth of debts that were 
older than 30 days. 
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Unlike more typical local authorities, we don’t manage services (e.g. housing, social care, rates collection etc.) which would 
be likely to generate problematic levels of debtors (rather, unpaid debts). On the rare occasion where a debt goes unpaid 
beyond the normal ’30 days’ term, it will be pursued as appropriate. We have a policy that must be followed where debts are 
written off as irrecoverable, but haven’t needed to use that in recent years. 
 

Cash and Cash 
Equivalents 

Comprises cash in our bank account, money held on deposit on our behalf with North Yorkshire County Council (NYCC) and 
a tiny amount of cash floats held on the premises (£2k out of the £3,483k balance as at 31March 2021). 
 
Standard financial controls operate around these holdings, including regular monthly bank reconciliations and the segregation 
of duties to ensure people cannot authorise payments inappropriately. Aspects of the payments/ income process are routinely 
examined by external and internal auditors, to check that we are complying with our Financial Regulations and policies: the 
size of our cash holdings makes this one of our most significant assets, so we need to ensure that proper attention is paid to 
its control. 
 
The arrangement with NYCC is covered by the Authority’s Treasury Management Strategy (agreed by the Authority at the 
start of each financial year), and is interest-bearing. There is a risk that some of the pooled investments used by NYCC might 
fail, and that contingency is set out in our TM Strategy. 
 
Cash flow is kept under broad review, but is not currently an issue for the Authority: we are holding sufficient cash (including 
an earmarked contingency reserve) to supply at least the next quarter’s operational working capital, and the draw-down of our 
Defra core grant is in any case in advance (of spending) of each quarter of the year. If we were to project a cash shortage 
(e.g. caused by the budget profile requiring more spending in the earlier part of a year) we do have the facility with Defra to 
draw down our core grant early (by requesting that the earlier of the four quarterly payments we receive is larger than the later 
ones: at present, they’re all of equal size). 
 
We operate credit card and procurement card arrangements, linked to our payments/banking processes. All cards require 
authorisation by managers who are other than the person wishing to incur the expenditure, to provide control over a 
potentially risky area; card statements are reconciled to invoices before each account is paid off. 
 

LIABILITIES  

Short Term 
Provisions 

This liability is a year-end accounting adjustment, being the value (calculated in terms of staff time cost) of any untaken 
holiday and flexi leave that will be carried forward into the next year: an adjustment for cost ‘not yet incurred’ that needs to be 
allowed for in the next financial year. In reality, such leave will always get taken at some point, so – in terms of managing the 
business – it’s a notional liability, unlikely to turn onto an identifiable cost. This cost would only be realised if the organisation 
ceased to exist and all staff were made redundant at the same time. 
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Nonetheless, we actively manage untaken leave, and have a strict policy which only allows officers to carry over a maximum 
of 5 days from one financial/leave year to another: any remaining leave in excess of 5 days as at 31 March each year is 
automatically lost. 
 

Short Term 
Creditors  

Amounts we owe to suppliers, due in the next 12 months; we have no long-term creditors. We monitor the payments process 
carefully and – as far as is practicable – aim to pay all bills within 30 days or less; in 2020/21, our compliance rate against this 
target was 99.8% (and has consistently been over 99% since 2012). 
We maintain sufficient cash to be able to pay our creditors on time (see also ‘Cash and Cash Equivalents’ section). 
 

Pension Liability This is a net figure, taking into account the Authority’s share of assets within the (North Yorkshire) Pension Fund and the cost 
of the pensions (= liabilities) which have to be funded by those assets. The complication – in terms of managing risk – is in the 
way this is measured. The year-end figure which is included in the accounts (i.e. the figure shown in Appendix 1) is based on 
the current value of investments and the current cost of all pension liabilities, as if they all came into payment as at 31 March 
2021. This invariably yields a very large negative figure, particularly in a year when the financial markets have performed 
poorly. 
 
However, the pension fund and its liabilities are managed somewhat differently, and this ‘snapshot’ end-of-year liability isn’t 
the problem it appears to be. Unless the authority were to be wound up, the pension liabilities won’t crystallise immediately, 
but rather in some future year (for many officers, that date is decades away). This means that the fund manager can allow for 
future investment growth, among other things, to work out a long term pension contribution rate for employers and employees 
that will ensure sufficient assets to match eventual liabilities. These calculations are revisited every three years, and new 
contribution rates are set, adjusting for whether the long term projection of net assets/liabilities is up or down. This is the well-
established process by which pension deficit risk within the Local Government Pension Scheme is managed. 
 
The most recent triennial valuation set contribution rates through to and including 2022/23, after which a new rate will be set. 
Because investment returns prior to that valuation had been very good, the yearly contribution rate was set at a significantly 
lower level than it had been previously; we have used this lower rate in our budget modelling to March 2023. However, the 
actuary warned that, if good investment returns did not continue, a return to the previously higher contribution rate could be 
necessary. So, beyond 2023, we’ve allowed for this increase in our Medium Term Financial Strategy; that approach remains 
appropriate, particularly given the impact of the Covid-9 pandemic on the performance of financial markets, which makes a 
higher rate of contributions much more likely. 
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