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 2016-2017 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:

· Consumer Price Index (CPI) increases on goods and services of 1.7% through the year to December quarter 2015 (ABS release 28 January 2016). CPI is forecast to be 2.5% for the 2016-2017 year (State Government Department of Treasury & Finance forecast).
· The Victorian State Government has announced that Local Government rates will be capped at 2.5% for 2016-2017. The cap applies to the average annual increase of rates and charges. Council has made an application to the Essential Services Commission for a higher rate cap of 3.5% in order to reduce debt levels. A decision was made on 3 May 2016 to withdraw this application based on review of revenue and expenditure assumptions in 2016-2017.
· Reduction of $0.159M in Victorian Grants Commission funding compared to the prior year. Council assumes that beyond 2016-2017 full indexation of Grants Commission funding will resume.
· A 3% increase in the State Government landfill levy. The levy is payable on the disposal of all waste into landfill and has increased from $9/tonne 2009-2010 to $62.00/tonne in 2016-2017. The annual cost is forecast at $5.7M in 2016-2017.
· Additional Federal Government Roads to Recovery funding providing short term increases to $4.98M for 2016-2017 (previously $3.02M in 2015-2016 and $1.5M base funding).

· The carbon price repeal legislation received Royal Assent on 17 July 2014, effective from 1 July 2014. Council has accumulated $0.88M as a carbon tax liability which is either to be allocated as a refund or for future carbon abatement projects. The City of Wyndham has refunded $0.42M to council collected carbon tax charges. No provision has been made for clearing these funds in the 2016-2017 Budget pending a Council report and decision.
· The Fire Services Property Levy will continue to be collected by Council on behalf of the State Government (Fire Services Property Levy Act 2012) Council will be reimbursed $0.12M for some expenses associated with this legislative imposition on Local Government.
· The Reserve Bank decision of 5 April  2016 to retain the cash rate at 2.0% providing ongoing low interest rate environment. This impacts on Council’s available borrowing interest rates and also deposit rates on sums invested.
· Wages growth in Victoria is projected to be 3.25% in 2016-2017.  Forecast  wage increases for 2016-2017 are in line with the Enterprise Agreement (third and final year).
· State Government funding available for community facilities in 2016-2017 is forecast at $8.45M and includes $3.0M for Central Geelong Advancement Fund, Armstrong Creek Community Complex $3.5M, Drysdale Clifton Springs Sports Precinct $0.7M, Highton Enhanced Children’s Centre $0.3M, Leopold Community Hub stage 2 $0.75M, and Armstrong Creek East Precinct community pavilion $0.2M.
· The  Kardinia Park Stadium Bill 2015 to establish the Kardinia Park Stadium Trust was enacted in November 2015. The Trust will administer the Kardinia Park Trust land and other land and facilities for the purposes of sports, recreation, entertainment and related social and other activities. Council’s responsibility for operating costs and revenues as Stadium Manager will cease, to be effective from 30 June 2016.
2.  Internal Influences

As well as external influences, there were a number of internal influences arising from the 2015-2016 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.
· Wage increases for year 3 of the Enterprise Agreement, resulting in additional ongoing employee cost per annum.

· Budgeted Property sales from 2015-2016 not achieved with $1.7M sales pending.
· Responding to growth in assets and maintenance obligations by asset category.
· New Green Waste processes (new composting site set up) and other operational changes.
· Resolution of Drysdale Landfill Cell Creation issues which resulted in diversion of waste to Wyndham.

· Assessment of Capital carryover projects from 2015-2016 estimated at $38M.
· Council has identified a number of projects to be considered through community engagement as part of the budget process. 

Additionally, a number of Council decisions during 2015-2016 related to funding implications for the 2016-2017 Budget. Some of these include:

· Elcho Special Rate and Charge Drainage scheme with Council contribution $2.4M (2016-2017 $1.4M & 2017-2018 $1.0M).
· GREP Land Development project requiring $2.2M infrastructure funding in 2015-2016 to enable land sales in O’Briens Road. 
· 2015-2016 Sport & Recreation Victoria Funding program submissions including Gateway Sanctuary playground $0.1M (2016-2017 project), and  2015-2016 ongoing projects North Geelong Football & Netball changerooms upgrade $0.1M, Geelong Soccer Club changerooms upgrade $0.1M.
· Projects commenced in 2015-2016 requiring additional funding in 2016-2017 including Drysdale/Clifton Springs Sports precinct $3.9M, Hendy Street Reserve Redevelopment $0.6M, Rosewall Neighbourhood House $1.15M, Highton Enhanced Children’s Centre $2.5M, Leopold Community Hub stage 2 $3.7M, Hendy Street Children’s Hub $2.3M and Leopold FC&N Clubroom Upgrade $0.5M.
3.  Community Engagement
Council engaged with the community via community submissions and these were considered as part of the 2016‑2017 Annual Budget Process.  Council received 52 community submissions which were reviewed by officers and 24 approved to be developed as a project concept. The Annual Budget includes nine of these requests for a total of Gross $0.51M or Net $0.47M:
	
	Net Expenditure $

	East Geelong Mens Shed – shared  resource facility (Grinter Reserve) Gross $76K
	61,000

	Spring Water dispensing landscape feature on historic mineral springs site Clifton Springs
	25,000

	St Helens emergency and recreational facilities upgrade – Gross $150K
	125,000

	Osborne House Kitchen renovation
	40,000

	East Geelong Golf Club – change room upgrades
	69,000

	Wathaurong Aboriginal co-operative feasibility and business case (Non Capital Project)
	70,000

	WG Little Reserve Masterplan (Non Capital Project)
	10,000

	St Josephs Football & Netball Club Wedge Project – Drew Reserve Masterplan (Non Capital)
	35,000

	Buckleys Way touring route - tourism  (Non Capital Project)
	30,000

	Total
	$465,000


4.  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 2015-2016 capital projects to be identified via funding proposals.

5. 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 2016‑2017 through to 2019-2020, Rating Strategy and Other Long Term Strategies including borrowings, infrastructure and service delivery.
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