
Appendix E

Sensitivity Analysis
We have calculated sensitivity analysis of our key variables in order to quantify the 
potential financial impact on the budget.  These sensitivities are shown below.

Return on cash investments sensitivity
One of the most significant factors outside of the Council’s control is interest rates, 
investment income will be closely monitored and our return on investments will not be 
at the expense of security and liquidity.

Avg rate of 
return Average cash balance
% £8m £10m £11.5m £13m £15m

Annual investment income (£’s)
0.00% 0 0 0 0 0
0.06% 4,800 6,000 6,900 7,800 9,000 
0.56% 44,800 56,000 64,400 72,800 84,000 
1.06% 84,800 106,000 121,830 137,800 159,000 
1.56% 124,800 156,000 179,400 202,800 234,000 
2.06% 164,800 206,000 236,900 267,800 309,000 

Not increasing Council Tax sensitivity
The table below details the approximate additional income/loss of income which 
would be generated by increasing/decreasing Council Tax in 2012-13 by differing 
levels. (NB this excludes the benefit of the additional Council Tax Freeze Grant 
received in 2012/13 only)

Council Tax 
Increase/decrease

Council Tax 
Level

Additional income 
Year 1

Cumulative Income 
over 5 years

-0.25% £156.60 -£12,215 -£61,380
1% £157.03 £44,030 £221,256
2.5% £160.92 £110,502 £555,282

Contract Inflation Sensitivity
Inflation trends have increased significantly in the last 12 months and major contracts 
are linked to differing inflation rates.  The Council only has two main external 
contracts for its leisure services and for its commercial vehicles (mainly refuse and 
recycling vehicles). The estimates have built in the agreed budget for these 
contracts. The vehicle contract is due for renewal in 2014/15 and work is currently in 
progress on a cross county basis to review the future procurement options for these 
vehicles.  The table below shows the financial impact of percentage 
increases/decreases above the rates budgeted for in 2012-13.

% inflation increase/decrease compared to 
budgeted figure

Contract Area +/- 0.5% +/- 1.0% +/- 1.5% +/- 2.0%
Refuse vehicles £3,733 £7,467 £11,200 £14,934
Leisure Connections £776 £1,552 £2,328 £3,104
TOTAL £4,509 £9,019 £13,528 £18,038

Any increase would have a compounding financial effect on future years contract 
costs.



Additional Capital Expenditure Sensitivity
Additional capital expenditure above that budgeted for creates an additional revenue 
cost as a result of lost interest on the funds which would previously have been 
invested.  The table below shows the effect of additional capital spend on the 
General Fund revenue budget.

Capital Spend 
Amount

Additional Cost to Revenue Budget
2012-13 2013-14 2014-15

£250,000 £2,500 £2,500 £5,625
£500,000 £5,000 £5,000 £11,250
£1,000,000 £10,000 £10,000 £22,500

If borrowing was required to fund a capital programme this would also have an 
impact on the revenue budget.  
Borrowing of £1m over 10 years would have the following revenue cost per year:

Year 1 Cumulative 10 year
Interest (based on PWLB rate of 3.67%) £36,700 £367,000
Provision for repayment of principal £100,000 £1,000,000
Total Revenue Cost £136,700 £1,367,000

Business Rates Retention sensitivity
At the present time we are awaiting the final outcome following consultation and once 
confirmed this will need to be factored into the budget for future years.  Sensitivity will 
be added in once outcomes have been confirmed.

Council Tax Benefit Demand sensitivity
At the present time we are awaiting the final outcome following consultation and once 
confirmed this will need to be factored into the budget for future years.  Sensitivity will 
be added in once outcomes have been confirmed.

Gas & Electric Sensitivity
Quite large increases have been built into the 2012/13 estimates for electricity (12%) 
& gas (22%) to reflect both predicted increases in prices and to adjust base budgets 
in line with actual spend.  However if prices were to increase by a further, say, 10% 
this would represent a further £22,840 pressure for electricity and a £4,723 for gas.


