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Purpose of the Report 
 

1 The purpose of this report is to seek approval to enter into new management 
arrangements at Locomotion.  The report seeks approval to transfer 
operational responsibility for the site into a single management structure 
under The Science Museum Group’s (SMG) control; whilst retaining the 
strategic partnership between SMG and Durham County Council (DCC). 

 
Background 
 
2 Locomotion the National Railway Museum at Shildon opened in 2004 and has 

operated under a joint management arrangement between DCC, formerly 
Sedgefield Borough Council, and SMG for the thirteen years it has been 
operating. 
 

3 Both DCC and SMG are committed to the long-term development of the 
museum which has exceeded all of its initial expectations.  In order to ensure 
the museum can fulfil its future potential a review of operational management 
has been undertaken with a view to achieving its potential as a National 
Museum, attracting more visitors and enhancing customer experience by: 
 
(a) placing the entire operational management of Locomotion under one 

organisation; 
(b) creating a robust partnership arrangement with an effective 

governance arrangement; 
(c) agreeing a longer term funding agreement; 
(d) resolving the capital maintenance backlog; 
(e) improving the commercial activity of the museum; 
(f) streamlining systems and procedures; 
(g) improving access to SMG collection management databases. 

 
4 In November 2016 a review report was presented to the Locomotion 

Management Board.  The report provided an overview of the current 
management structures and governance processes that are in place as well 
as setting out the recommended next steps to achieve an improved offer for 
both the management and future expansion of the museum. 
 



5 Negotiations with the Council have been ongoing since that time in relation to 
the future management arrangement for Locomotion.  Those negotiations 
have now reached the stage of an ‘in principle’ agreement and it is now 
necessary to seek formal approval of these arrangements. 

 
Proposed Agreement 
 
6 The following section covers the in-principle agreement that has been 

reached between the Council and SMG and for which approval is now sought.  
Both parties require approval through their respective governance procedures 
prior to a final agreement being put in place.  There are four main areas of 
consideration: 
 
(a) Management of Staff 
(b) Management of Assets 
(c) Financial issues 
(d) Governance arrangements. 

 
7 Management of staff: The current operational management structure is split 

between Council employees and SMG employees which has resulted in a 
number of operational difficulties.  The proposal is to move all Council 
employees under the management of SMG.  In total 25 Council employees 
(13 permanent, 12 casual) will be affected by the transfer. 
 

8 Informal consultations have taken place with employees regarding a potential 
transfer.  Both parties agree that it is a key milestone within this project to 
move to a single staffing structure and it is intended that the formal process 
begins on 12 October 2017 with a target transfer date of the 1 December 
2017.  The process will be dealt with under the Council Change Management 
Toolkit. 
 

9 As part of the process, former Council employees will remain members of the 
Durham County Pension fund.  This will be achieved by allowing SMG to 
become an admitted body in line with previous Council practice in this type of 
circumstance, e.g. the admittance of County Durham Housing Group to the 
Durham County Pension Fund during the housing stock transfer process.  No 
new members of staff from SMG will be able to join the local government 
pension scheme. 
 

10 Management of Assets, Land and Structure: The estate at Locomotion is 
held under a mixed set of lease, ownership and management responsibilities.  
This creates confusion as to which organisation is responsible for the various 
elements of maintenance, etc.  The intention is to transfer all land and 
buildings/structures by way of a lease to SMG. 
 

11 SMG currently lease some of the land direct from Network Rail.  Whilst these 
leases were granted at the same time as those from the former Borough of 
Sedgefield, the Network Rail lease had a term of 125 years (112 years 
remaining) as opposed to the Council lease of 25 years (12 years remaining).  
It is proposed to renew and extend the lease for the Council owned assets 



and bring it in line with the Network Rail lease, i.e. extend the agreement by 
100 years.  Effectively SMG will hold two leases for the entire site, one from 
the Council and the other Network Rail, the leases will run concurrently.  The 
intention is that leases will be on a peppercorn basis reflecting the nature and 
spirit of the partnership, subject to the appropriate approval following 
consultation with the Assets Service and MOWG. 
 

12 The mixed responsibility for maintenance has been problematic and whilst the 
above will resolve this it is proposed by SMG to further address this through 
the appointment of an SMG Estate Manager.  This will place full maintenance 
responsibility (although part funded by the Council) for the whole site with 
SMG and the appointed Manager. 
 

13 The coal drops, a grade 1 listed structure forming part of the site, is currently 
the sole responsibility of the Council and is in a state of disrepair.  As part of 
the agreement the Council will undertake a programme of capitalised 
maintenance work to the structure prior to it being transferred to SMG. 
 

14 All items such as fixtures and fittings are to be reviewed, with those that are 
not required for the future delivery of the museum to be returned to the 
Council.  All remaining physical assets will be transferred to SMG by way of a 
‘Confirmatory transfer’; these items are not significant such as tables, chairs, 
etc.  Any collection items will need to be dealt with on a more individual basis 
and this will be overseen by the Council’s Museums and Collections Manager. 
 

15 The maintenance and presentation of these assets as a National Railway 
Museum are subsidised by both the Council and SMG and this is likely to be 
the case for the considerable future.  Whilst there is a need to follow due 
process with regards to the transfer of Council assets, it is anticipated that 
these assets will be transferred at a peppercorn. 

 
16 Financial Management: The current funding for the museum is set out in a 

deed of covenant, which in broad terms means that each partner provides a 
50% contribution to the operating budget (DCC contribution £259,161 in 
16/17).  There is also a modest reserve fund which is held by SMG but ring-
fenced to Locomotion. 
 

17 Finance has been reviewed under three key areas:  
 
(a) Revenue or grant funding 
(b) Capital, both capitalised maintenance and long term development bids 
(c) Reserves. 
 

18 Revenue: The nature of the current agreement means that there can be 
fluctuations in the Council contribution although reserves are generally used 
to try and retain consistent levels of expenditure. 
 

19 Whilst the review report identified an immediate need to resource estate 
management, reactive and compliance maintenance issues, the proposed 
new management changes should also result in improved commercial activity 



through the provision of a Commercial Manager and greater synergy with 
SMG commercial activity elsewhere in their portfolio.  The net position being a 
proposed increase of £50,000 to be split 50:50 between SMG and DCC. 
 

20 The funding agreement will also provide SMG with greater flexibility over 
operational expenditure and would be in essence a grant towards the 
operation of the museum.  The proposal is to enter into a 25 year funding 
agreement, which will be reviewed every 5 years, in order to ensure the 
museum has sufficient finance to operate and that DCC are achieving value 
from its continued investment. 
 

21 The 16/17 contribution from DCC to the running of the museum was 
£234,161.  The below table is the proposed grant payment schedule for the 
first 5 years.  It provides the initial uplift requested for maintenance, etc. and 
then reduces by 2% year on year, which is intended to reflect the improved 
commercial performance of the museum as well as ensuring SMG continue to 
offer long-term efficiencies. 
 

Year 17/18 18/19 19/20 20/21 21/22 

Council 
grant 

£259,161 £253,978 £248,898 £243,920 £239,041 

 
22 Since the museum opened there has been complete transparency between 

both partners regarding their financial resources; this will continue as part of 
the new funding agreement and governance arrangements. 
 

23 Capital: Both the Council and SMG are preparing information regarding a 
future capitalised maintenance programme.  Once completed this will provide 
both organisations with an accurate programme for capital works over the 
term of the first revenue funding period.  Whilst, at the time of writing, this 
information has not been finalised, the proposed agreement set-out below 
demonstrates the intended approach to capital spend. 
 

24 The proposed agreement will place a shared responsibility (50:50) for the 
backlog of capitalised maintenance works.  For the Council this will mean 
following the existing internal process for capitalised maintenance works 
approval.  Therefore, once a programme of capital maintenance work is 
developed it will be reported to the Council’s Structural Capitalised 
Maintenance Programme Board for approval of funding.  SMG will undertake 
their own independent process to secure their own funding arrangements.  
The exception to this is the aforementioned coal drops which the Council have 
agreed to repair prior to transfer; these will, however, form part of the above 
agreement post transfer. 
 

25 Capital improvement bids will also follow the established internal process for 
any Council elements of funding.  However, unlike capitalised maintenance, 
there will not be a commitment to fund 50:50.  The extent of Council funding 
will need to be agreed in relation to each independent project and 
consideration will need to be given to the wider benefits of any investment 
project in relation to the community and long term sustainability of the 



museum.  Bids for individual projects will therefore be submitted, along with a 
business case, for consideration to the main capital programme. 
 

26 Reserves: The current agreement has provision for any surplus generated to 
be placed into a Locomotion reserve fund.  This fund can be drawn down for 
investment in the museum or to support any below target outturns should they 
arise.  Locomotion is the only venue within the SMG portfolio to hold a 
separate reserve. 
 

27 It is proposed that the current reserve (£420,000) be invested in the museum, 
subject to both DCC and SMG agreement and consultation with Locomotion 
Board.  The new funding agreement will place greater risk with SMG as they 
will be responsible for any under or over performance within the funding 
period.  By pooling Locomotion reserve, if and when they occur, with those 
generated by other museums in the SMG portfolio, Locomotion could then 
benefit from access to a larger SMG reserve fund rather than rely on its own 
reserve and the Council. 
 

28 The governance arrangements and transparency within the financial 
management systems will allow the Council to review the financial 
performance of the museum and manage reserves via the funding agreement, 
i.e. the grant will be increased or reduced in accordance with performance 
and future capital investment from the Council will also take into consideration 
the reserves created by the museum. 
 

Management Board 
 

29 It is important that the Council retains a high involvement in the governance of 
the museum.  Whilst the current Management Board has served a purpose in 
the joint management of the museum to date, there is a need for the board to 
evolve along with the new arrangements.  The current board does not have a 
robust reporting line with either SMG or NRM and therefore has a more local 
emphasis. 
 

30 It is proposed that the board has a shift in emphasis towards providing greater 
strategic direction, community involvement and place-making with a new 
scrutiny role for operational management.  It would also be beneficial to 
strengthen the board’s position within SMG and NRM. 
 

31 The Council will retain three Board seats, from a maximum twelve, the same 
representation as SMG.  It is proposed that Council seats will be held by the 
Leader of the Council, Portfolio Holder for Culture & Sport and the Corporate 
Director of Regeneration and Local Services. 
 

32 In order to raise the profile of the museum nationally and within SMG, it is 
proposed that the chair and vice-chair of the board will no longer be 
independent, and that the role of chair will be taken up by an SMG Trustee 
who will also be a member of the NRM advisory board.  The role of vice-chair 
will be taken by one of the three DCC representatives. 
 



33 The remainder of seats will comprise external advisers drawn from the local 
community and historic railway sector – including, but not limited to: 
 

 Local community organisations 

 Local education sector 

 Local business community 

 The railway industry in the North East, including training organisations 

 Friends and volunteer representatives 

 Historic railway experts and academics. 
 

Other considerations 
 

34 Locomotion is an important asset within the Council’s cultural portfolio and, 
whilst the above changes will ensure ongoing involvement in the museum’s 
strategic management and governance, it is essential that the Council’s 
involvement in Locomotion continues to be fully recognised. 
 

35 SMG are currently reviewing the brand identity of the venues across its 
portfolio and are aware of the need to retain links to Council brands.  The 
Council remains firmly committed to its investment in Locomotion and it is 
anticipated that the Council’s involvement in the museum will become more 
apparent as the brand develops. 
 

36 The museum also benefits from its relationship with the Council through its 
links to education and the place marketing function of Visit County Durham.  
Both benefits will need to be retained in order for the museum to flourish as 
both a local and national asset. 
 

Recommendations and Reasons 
 

37 The Council remains committed to the future development of Locomotion as a 
key venue in its cultural offer and recognises its role in the local community, 
county and region as well as its national significance as a railway museum. 
 

38 Whilst the museum currently attracts circa. 200,000 visitors per annum, it is 
hoped by approving these proposed changes that this can grow significantly 
over the next phase of the museum’s development. 
 

39 The report seeks approval of the proposed changes in the management 
relationship between the two key partners at Locomotion whilst retaining 
levels of investment that can be sustained for a period which enables the 
museum to grow its offer. 
 

40 It is recommended that: 
 
(a) The Corporate Director of ReaL and the Corporate Director of 

Resources be granted delegated authority  to progress the transfer in 
consultation with the Portfolio Holder for Tourism, Culture, Leisure and 
Rural Issues and the Portfolio Holder for Strategic Housing and Assets 



and to authorise entry into the suite of agreements necessary to 
conclude the transfer. 
 

(b) SMG be offered a lease of the site for a period of 112 years at a 
peppercorn rent which is to be formally progressed through the 
Council’s Disposal at an Undervalue  process. 
 
 
 

Background Papers 
Future of Locomotion Report  
CMT report 19 December 2016 
 

Contact:    Nigel Dodds   tel: 03000 264 599 



 

Appendix 1:  Implications  

 
Finance -  
Whilst the report sets out some financial proposals as a guide for negotiations with 
the Science Museum Group there will need to be scope for negotiation which will 
require any budgets to be within the current ReaL budget envelope.  The 
management of capital finance will follow the principle set out within the report. 
 

The business case for agreeing the pension arrangement is predicated on the need 
to ensure that SMG do not take on excessive additional pension costs and that 
future risk can be managed with regards to the scheme being closed to non-
transferring employees.  SMG will be required to pick up any additional pension cost 
in relation to ‘excessive’ pay awards and/or early retirement exercises. 
 
Staffing -  
13 Permanent and 12 casual staff are affected and will be subject to TUPE transfer. 
Consultation with staff will follow the change management toolkit. 
 
Risk -  
By entering into the new arrangement risk for DCC should be reduced. 
 
Equality and diversity -  
Following an initial assessment, the main area in terms of potential equality impact is 
in relation to staff.  A full assessment will be undertaken as part of the TUPE 
process. 
 
Accommodation -  
None. 
 
Crime and disorder -  
None. 
 
Human rights -  
None. 
 

Consultation -  
Consultation has taken place with the relevant portfolio holder and the locomotion 
project board.  Further consultation will be required with staff affected using the 
change management toolkit. 
 

Procurement -  
The main contracts for catering and retail are already under SMG control, it will be 
necessary to novate any DCC contracts at the time of transfer. 
 

Disability Issues -  
None. 
 



Legal Implications -  
The proposals will require the council to enter into a new set of agreements with the 
Science Museum. Draft Heads of terms are currently under negotiation.  The 
Agreements will include new Capital and Revenue Funding agreements, an Asset 
Transfer Deed to cover items apart from land and buildings, a new Lease, an 
Admission Agreement into the Council’s Pension Fund for transferring staff and new 
governance Arrangements for the Museum. 
 


