BUDGET INFLUENCES
This section sets out the key budget influences arising from the internal and external environment within which the Council operates.
1.  External Influences
In preparing the 2013-2014 Budget, a number of external influences have been taken into consideration, because they are likely to impact significantly on the services delivered by Council in the budget period. These include:
· Release of Ministerial Guidelines for Differential Rating resulting in Late Licence differential being discontinued with revenue loss $0.34M recovered from Commercial differential.
· Introduction of Fire Services Property Levy (FSPL) requiring Council to bill, receipt and collect a FSPL on rateable and non rateable properties. Council’s obligations are estimated at $0.4M for Council owned property.
· Amendments to the Environment Protection Act 1970 to increase municipal and industrial waste landfill levies commenced from 1 July 2010. The provincial landfill levy rate is forecast to increase from $48.40/tonne and $53.20/tonne in 2013-2014.
· The Reserve Bank decision of 7 May 2013 to lower the cash rate by 25 basis points to 2.75%. This impacts on Council’s available borrowing interest rates and also deposit rates on sums invested.
· The Budget needs to take into account the forecast Local Government Cost Index (LGCI) 3.9% 2012, which is higher than Consumer Price Index (CPI) forecast at 2.5%. The CPI is reflective of household consumption, whereas the LG Cost Index reflects the costs Council incurs in delivering services and infrastructure to the community.
· Wages growth in Victoria is projected to be 3.5% in 2013-2014. Workcover premium reductions in 2012‑2013 will flow through as savings in 2013-2014.
· State Government funded Local Government Infrastructure program 2011-2015 total $2M, with $1M already received. A further $0.5M is to be received in 2013-2014.
· Victorian Grants Commission annual funding to be remitted over four quarterly payments, not repeating 2012 experience where an advance payment was made in 2011-2012 with reduced quarterly payments in 2012-2013.
· State Government funding available for community facilities in 2013-2014 includes $5.1M for Geelong Library & Heritage Centre and $0.9M for Stead Park Hockey Precinct.
· Announcement of the Geelong Advancement Fund and opportunity to fund Central Geelong Revitalisation project.
· Projects dependant on external funding to commence including Clean Energy $0.72M. Future projects include - Ocean Grove Infrastructure Plan - Pavilion and Elcho Drain (requiring Special Rate & Charge Scheme).
2.  Internal Influences
As well as external influences, there were a number of internal influences arising from the 2012-2013 year that significantly impacted on budget development. Some of these influences include:
· Financial sustainability objectives - Recurrent result (>1% of Turnover), Liquidity (Current Asset/Liabilities >1), Indebtedness (< 60% of rate revenue), Capital Renewal/Upgrade ratio to Depreciation.
· EBA wage increases set at 4.25% for 2013-2014 together with 0.25% increase in superannuation guarantee levy, resulting in additional ongoing employee costs per annum.
· Council adopted a funding strategy in response to the unfunded defined benefit superannuation call in 2012 of $22.3M. This funding strategy includes $10M borrowing in 2013-2014 and internal savings of $1.7M (in each of the 4 SRP years) in order to reinstate cash balances.
· New Waste Collection contract commencing 1 July 2013, together with a waste management strategy impacting on Garbage charge.
· Completion of Drysdale cell construction 4A, resulted in reassessment of timing for construction of Cell 6. Funding $4M (borrowings) brought forward into 2013-2014.
· Resolution of Corio Landfill Rehabilitation obligations to EPA acceptance and funding obligations.
· Assessment of Capital carryover projects from 2012-2013 estimated at $25M.
· Council has identified a number of Community priority projects during 2013 through engagement with the community as part of the budget process. 
Additionally, a number of Council decisions during 2012-2013 related to funding implications for the 2013-2014 Budget. Some of these include:
· Enterprise Geelong $270K additional recurrent funding.
· Lara Township expansion $1.8M.
· Public Art Place Strategy.
· Commitment to Leopold Community Hub stage 1.
· 2012-2013 Sport & Recreation Victoria Funding program submissions including Grinter Reserve BMX Track $0.09M, Queens Park Playground Upgrade $0.07M and Evans Reserve Soccer Facility Upgrade $0.10M.
· Sport & Recreation Victoria Community facility funding - $0.88M Stead Park Hockey (Second Synthetic Hockey pitch).
· Home and Community Care funding cuts in 2012-2013 by Department of Health, imposing pressure on Council to fund the shortfall.
· Projects commenced in 2012-2013 requiring additional funding in 2013-2014: Geelong Library & Heritage Centre $13.00M, Ocean Grove Integrated Children's Centre $1.00M, Grovedale Integrated Children's Centre $2.00M,  Leopold Community Hub $1.03M, Geelong Botanic Gardens Irrigation Upgrade $0.25M, Wandana Heights Tennis Club $0.12M, Thomson Reserve Masterplan $0.08M and Guild Cricket Clubrooms $0.03M. 
· Hosting of 2013 Australian Masters Games (sponsorship commitment 2013-2014 $0.15M).
3.  Budget Principles
In response to these influences, guidelines were prepared and distributed to all Council officers with budget responsibilities. The guidelines set out the key budget principles upon which the officers were to prepare their budgets. The principles included:
· The Long Term Financial Plan provides a guide to capture strategic priorities within the context of an affordability framework to comply with sustainability measures. The plan is principally focused on a capital works program to capture priorities of Council, development capital plans, core capital works, Infrastructure renewal increases, landfill rehabilitation and new program requests.
· The Budget is developed in constant dollars and in general no uplift factors are included, other than requests for additional funding via project proposals.		
· New initiatives or new employee proposals that are not cost neutral to be justified through a project proposal.
· Grants to be based on confirmed funding levels or where a reasonable expectation of receipt is possible.
· Salary & Wages have been developed on the basis of current budget EFT’s plus specific increments identified in the authorised budget proposal or when alternative funding (Government Grants or Fees & Charges) is being provided.		
· New Loan borrowings are linked to specific funding priorities within the capital works program.	
· Existing fees and charges to be increased in line with cost increases or market levels, changes in supply and demand for services and the user pays principle.		
· Non cash item depreciation will contribute to fund the net capital expenditure program.	
· Operating revenues and expenses arising from completed 2012-2013 capital projects to be identified via funding proposals.
4. Long term strategies
The budget includes consideration of a number of long term strategies to assist Council in preparing the Budget in a proper financial management context. These include a Strategic Resource Plan for the budget year 2013‑2014 through to 2016-2017, Rating Strategy and Other Long Term Strategies including borrowings, infrastructure and service delivery.
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