APPENDIX C

Assumptions built into Budget and Medium Term Financial Strategy
(MTFS)
Within the forecasts are a number of assumptions which are necessary to produce the

overall budget strategy. However, there is an element of risk associated with this process
although the aim is to mitigate these risks as detailed in section 13 of the main report.

The main assumptions are as follows:

1.97% Council Tax increase for 2019/20 and 1.98% p.a. thereafter;

1.38% increase in Council Tax base in 2019/20 and 1.00% thereafter;

2% pay award per annum for 2019/20 and thereafter;

Allowance for pay increments;

Continuing impact of increases to the National Living Wage from April 2018;

Forecast increase in Employer’'s Pension Contributions (as determined by the latest
triennial valuation of the Cambridgeshire Pension Fund in 2016). The current years’
contribution takes the form of a percentage of pay (17.4%) together with a lump sum
payment of £825,000. For 2019/20, the percentage of pay remains at 17.4% with the
lump sum payments increasing to £865,000. For 2020/21 onwards, following the next
triennial valuation, a further 0.4% increase in the percentage paid has been assumed;

Inclusion of the Apprenticeship Levy at an annual cost of around £34,000;

Inclusion of a vacancy factor in 2019/20, equivalent to a reduction in staff costs of
0.75% (£86,000 in 2019/20);

0% general inflation for the period of the MTFS;

Specific allowance for inflation for business rates, external contracts, energy and
water, drainage board levies;

Investment interest rates to stay at current rates until second quarter of 2019 when
market rates are forecast to begin rising slowly;

Continuing impact of 2018/19 in year income pressures;

Assumptions regarding forecast income levels from fees and charges have been
included. These are a combination of fee increases (where applicable) and review of
activity levels;

The New Homes Bonus for 2019/20 onwards has been included as detailed in
paragraph 4.4 of the report;



