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TO: MAYOR AND MEMBERS OF COUNCIL i 7

FROM: BARBARA CRIBBETT, INTERIM CITY MANAGER ITEM -

JOHN HENRY, COMMISSIONER OF FINANCE AND CITY TREASURER

RE: FINANCE, ADMINISTRATION AND AUDIT COMMITTEE - February 9, 2015
DRAFT 2015 BUDGET AND 2016-2018 PLAN

Recommendation

The Interim City Manager, the Commissioner of Finance and City Treasurer and the Senior Management
Team recommend;

1. That the proposed 2015 budget reduction plan to achieve Council's 2015 tax rate increase
mandate be incorporated in the Draft Budget and Plan; and

2. That given timing of the upcoming muiti-year winter maintenance tender, Council provide
direction on the elimination of winter windrow snow clearing starting in the 2016-17 winter
season, resulting in a tax levy savings of $1.2M annually thereafter; and

3. That a task force be appointed to study options for the development of a budget reduction plan for
2016-18 to help achieve Council’s direction for tax rate increases of not more than 3% per
annum for the remaining term of council; and:

4. That Council appoint no more than 4 members to the taskforce; and

5. That the City Manager or delegate, report back to the Finance, Administration and Audit
Committee in March 2015 with a proposed struciure, terms of reference, topic sequencing and
reporting framework; and

6. That should Council approve recommendation #1, the City Clerk be directed to schedule a
Special Council evening meeting, advertised in advance and consistent with the City's public
notification by-law to consider approval of the proposed 2015 Budget and 2016-18 Plan and
related matters; and

7. That a consolidated item on the proposed 2015 Budget and 2016-18 Plan be submitted to a
Special Council meeting, incorporating any further adjustments and/or direction provided by the
Finance, Administration and Audit Committee.

Economic Impact

The Senior Management Team has developed a set of recommended options to reduce the incremental
levy requirement in line with Council's direction. These include efficiencies, new or increased fees,
deferring additional resource requests, and other corporate adjustments. Taken together, the
recommendations outlined in this item would, if incorporated, adjust the DRAFT 2015 Budget and 2016-
18 Plan as follows:
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Table 1: Summary

2015 2016 2017 2018
$M % $M % M % M %
Draft Incremental Tax Impact 1170 | 7.13 11340 758 960 4931110 535
Proposed Budget Reductions 680 -4.13 | 210 -1.00| -3.77 | -1.70| -5.72 | -2.51
Revised Incremental Tax Impact 4901 3001130 658 583! 323! 538 284

Purpose

The purpose of this communication is to provide the Finance, Administration, and Audit Committee with
an update on the work completed by the Senior Management Team to develop a set of financial
recommendations that meets Council's direction to return with a proposed tax rate increase of not more
than 3% per annum for four years. This communication will alse outline any implications, to the City, of
implementing these recommendations.

Background - Analysis

Starting Peint

The objective of the City's financial planning process is to develop a multi-year budget that balances the
need to maintain existing services, accommodate growth reguirements, and undertake corporate
initiatives against the City's capacity to fund them. As the City of Vaughan continues to grow and adapt to
the needs and expectations of its residents, a focus on long-term financial sustainability will be
increasingly important.

MMustration 1; Conceptual Budget Framework

Growth

Status Quo

(price only)
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The DRAFT 2015 Budget and 2016 — 18 plan, as presented on January 12, 2015, categorized budget
pressures using a conceptual framework that consisted of three components. The Status Quo
represented pressures related to providing existing levels of service to existing residents, primarily price
pressures from pre-determined labour cost increases and material or service contracts. Growth-related
pressures represented the net amount by which the operating costs associated with providing existing
levels of services to new residents exceed expected assessment growth. The final component of the
framework consisted of requests for additional resources to support strategic, transformational, or new
initiatives,

Table 2: Conceptual Budget Framework: Summary of Net Pressures

2015 2016 2017 2018

Drivers Of Budget Expenditure Changes: Budget Plan Pian Plan
M bl M $M
Existing Cost Base and Normal Course of Business {price only):
Economic salary adjustments & progressions 4.9 2.3 2.1 1.2
Negotiated contract price increases, utilities, other 0.5 1.7 2.3 1.3
New user fees and user fee price increases -0.1 0.5 0.4 -0.4
Nel corporate changes 0.4 4.7 2.3 4.8
Total Existing Cost Base and Normal Course of Business: 5.7 8.2 6.3 8.8
3.50% 4.63% 3.25% 3.29%

Growth-Related Incremental Costs:
Implementation of Previous Decisions:

Base budget annualization of previous year fire station 7-5 salary gapping 1.0 0.0 0.0 0.0
* ARRs tied to community infrastructure {iibraries, parks, fire trucks, community centre) 1.3 34 3.6 1.7
Debt sendce level related to Reads Program 0.5 0.4 -1.9 2.7
Community infrastructure resene contributions 1.7 1.5 3.6 2.6
Subtotal 4.5 5.4 5.3 7.0
Maintain/Growth:

Base budget increases in contract and utility wiumes 0.6 0.2 0.2 0.3
* ARRs to support City sendces 1.4 1.7 1.2 0.4
User fee and senice charge wlume -0.2 -0.5 -0.9 -0.2
Subtotal 1.8 1.4 0.6 0.4
Assessment growth: -3.2 3.4 -3.6 -3.7
Total Growth-Related Incremental Costs: 3.0 3.4 2.3 3.7
1.79% 1.82% 1.16% 1.76%

New Initiatives and Service Lave! Enhancements:
* Organizational transformation initiatives 2.1 0.9 0.8 0.6
* New senices or enhanced level of senices 0.1 0.4 0.2 0.0
Total New I[nitiatives and Service Level Enhancements: 2.2 1.0 1.0 0.8
1.35% 0.58% 0.51% 0.29%
Net Tax Levy 10.9 12.7 9.6 11.1
Tax Rate Impact 6.65% 7.13% 4.93% 5.35%
lce Storm Tree Replacement Lew - top up funding 0.49% 0.45% 0.00% 0.00%
Total Levy Impact 7.14% 7.58% 4.93% 5.35%

Table 3: Draft Plan Components

2015 2016 2017 2018
$M % M % $M % $M %
Base Budget Pressures 60! 368% 6.5 | 3.68% 3.8 1.95% B4 | 4.05%
_“Additional Resource Requests |~ 481 2.96% 8.1 ] 3.45% 5.8 2.88% 271 1.29%
109 ;| 6.65% 12.7 | 7.13% 9.6 | 4.93% 114! 535%
Ice Storm Tree Replacement 08| 0.49% 0.7 0.45%
Total Draft 2015 Financial Plan 117 7.14% 1341 7.58% 9.6 1 4.93% 111 | 535%

*Additional Resource Requests are the sum of the asterisked items from Table 2: Conceptual Budget Framework: Summary of Net
Pressures
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Major pressures in the DRAFT 2015 Budget and 2016-18 Plan

Cost increases in the Status Quo are mostly related to pre-determined and negotiated increases in
salaries and benefits, contracts and utilities. Excluding corporate items, these average in excess of $5M
per year between 2015 and 2018, and is consistent with Vaughan's calculated municipal price index.
Also included in the Status Quo are corporate adjustments. Beginning in 2018, corporate adjustments
include a contingency of approximately 1% of gross operating costs as a prudence measure against
additional unforeseen pressures. There was also an impact from decreased investment revenues in
2016, primarily as a result of fluctuating dividend forecasts from PowerStream.

Growth pressures include allowable volume changes in base budgets and additional resource requests
that are directly tied to supporting growth so that existing service levels can be maintained as the
population increases. Growth also includes increased contributions to Infrastructure Renewal Reserves
tied to new growth-related capital projects as well as increased debt service charges. Over the course of
2015-2018, the costs of growth are expected to exceed assessment growth revenue by an average of
almost $3 million per year.

New initiative pressures represent additional resource requests, primarily to support strategic initiatives or
the transformation of the organization. New initiatives also include additional resource requests to
provide residents with new or enhanced service levels.

Staff have developed a budget reduction plan to mitigate these pressures for 2015

On January 12, 2015, Council directed staff to bring forward a budget reduction plan to achieve a
proposed tax rate increases of no more than 3% per annum. Meeting this objective will require difficult
choices to address rising operational costs, improving businesses processes, infrastructure renewal and
replacement costs, and the costs associated with growth while minimizing the impact to the delivery of
programs and services.

Over the last several weeks the Senior Management Team has reexamined budget requests, commission
cost structures, and revenue generating opportunities to identify options to reduce budget pressures in
order fo achieve tax rate increases of not more than 3% for the next four years. Over 180 options were
suggested and presented to the Committee through commission based presentations on January 23,
2015. Many of the options identified would have impacted service levels and therefore require additional
study and scrutiny before they are recommended. The potential impact of other options, such as new
non-tax revenues or innovations in service delivery, cannot yet be estimated. Consequently, the Senior
Management Team has focused the recommendations in this budget reduction plan on achievable
reductions that can be implemented immediately and minimize the impact on service levels for 2015.

As this budget reduction plan focusses on 2015, further work will be required to achieve tax rate
increases of 3% per annum for the remaining term of Council. It would have been ideal to have a
comprehensive budget reduction plan to address all four years of Council. The cost pressures that exist
in the DRAFT 2015 Budget and 2018-18 Plan are complex and have built up over time. These include
the mix of programs and services that are provided to residents, slowing assessment growth coupled with
increasing costs to service growth, and a growing need to transform City administration to achieve long
term efficiencies in support of better service delivery. Therefore it is recommended that a Task Force be
appointed to study options to reduce budget pressures in 2016-18 subsequent to the approval of a 2015
Budget. As the budget process was delayed this year due to the municipal election, finalizing the 2015
Budget quickly is prudent at this time so that staff can move forward with key capital projects and other
procurement initiatives.



cClo-y

Table 4. 2015 Budget Reduction Plan

| Status | Net | New Total
i Quo | Growth
$M M. SM M - %
Incremental Levy Requirement January 12th, 2015 = 573 3.03 3.01 11.77 7.14
Less: ?
Department Efficiencies:
Remaval of Commissioner of Community Services 0.30
Building & Facilities Savings 0.50
Fleet Savings 0.15
Staff Vacancies 0.18
Additional Cost Recovery {Recreation, Building &
Facilities) 0.35
Investment Revenues — Vaughan Holdings Inc. 0.89
Reduced Infrastructure Renewai Contributions
Deferral of Parks/Fleet Growth Projects 0.28
Reduction of Incremental Reserve Contributions 0.50
Ice Storm Tree Levy — top up funding 0.80
Increased Gapping of the Civic Centre Library ARR 0.86
Deferral of ARRs 125 0.83
Reduction -2.19 -2.89 1 -1.83 -8.71
Incremental Levy Requirement February 12th, 2015 | 3.38 014 1.38 4.90 3.00

A review of departmental revenues and expenditures identified options to reduce the Status Quo

The position of Commissioner of Community Services is currently vacant. At present an interim structure
is in place whereby its departments been distributed among other commissions pending a Council
decision on the leadership and structure of the Community Services Commissions. The City Manager
has proposed that the position be eliminated and that staff proceed to finalizing a new organizational
structure for City administration.

Achievable department efficiencies were identified by evaluating recent departmental performance
relative to budget. These proposed reductions include $0.5M for the Department of Buildings & Facilities
and $0.15M for Fleet Services.

Additional non-tax revenue has been identified of $0.35 M. The Department of Recreation and Culture
has identified ways in which it should be able to more closely align its revenue with its cost recovery
target of 95% of program costs and which could result in an additional $0.3M of program revenue. The
DCepartment of Buildings & Facilities has also identified potential increased revenue of $0.05M that could
be achievable from a review of leases to ensure that they are recovering the full cost of maintenance.

Currently, the City has a policy to receive dividends from Vaughan Holdings inc¢. at a rate of 75% of the
investment income received from Vaughan Holdings Inc.’s investment in PowerStream. There is an
opportunity to further leverage this source of revenue by revising that policy to 85%. This will provide an
additional sustainable revenue source, while continuing to retain 15% of the revenues o provide future
flexibility.

Reductions to growth-related expenditures

A major pressure in growth-related expenditures is the incremental contribution to Infrastructure Renewal
Reserves, To assist in the budget reduction efforts, staff is recommending that these contributions be
reduced in two ways. First, several growth parks development and fleet acquisition capital projects, set
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out in Attachment 2 are recommended to be deferred, resulting in a corresponding deferral of the
associated reserve contributions of $0.28M. Second, in recognition of the desire to minimize the impact
of these budget reductions on service levels, the total incremental contribution, as calculated by the
policy, has been temporarily reduced by 50%, resulting in 2015 savings of $0.50M. This is a common
pitfall faced by municipalities when trying to reduce budget pressures. However, it should be noted that
this is not a sustainable budget reduction. This practice has been criticized in numerous studies, including
the recent report from the Auditor General at the City of Brampton. However, since the City is in the
process of implementing Asset Management to help guide the determination of required renewal funding,
a temporary reduction can be made until those results are known.

The most significant reduction in growth-related expenditures comes from the deferral of 12 growth-
related additionai resource requests. While this helps mitigate the tax rate impact in the short-term, it can
create a backlog of needs that will need to be addressed in order to ensure that setvices are maintained
and could lead, indirectly, to compromised setvice levels. Attachment 1 includes a listing of 2015 growth-
related ARRs that have been proposed for deferral. Attachment 3 contains comments from the Senior
Management Team on the potential impact of deferring additional resource requests.

Deferral of new initiatives

The DRAFT 2015 Budget and 2016-18 pfan included incremental funding for replacement of trees lost in
the December 2013 ice stoerm. The amount requested for lce Storm tree replacement was $1.5M
annually. About $0.7M of this funding is included in Capital from Taxation, with the remaining $0.8M
included as an incremental tax levy. This funding would have been in addition to regular funding for tree
replacement that exists and would have facilitated the acceleration of replacement. This budget reduction
plan proposes that the levy portion of this incremental funding not proceed. A separate report on Ice
Storm tree replacement is expected to come to Committee in March.

This budget reduction plan aiso recommends the deferral of 11 additional resource requests that would
have supported new, strategic, or transformational initiatives. These are set out in Attachment 1. The
DRAFT 2015 Budget and 2016-18 Plan included 45 ARRs that were identified as being in support of the
transformation of the organization, including requests related to advancing Council approved strategic
priority initiatives to implement Vaughan Vision 2020, requests related to implementing Operational
Review recommendations, and requests that, while not specifically tied to either one of the ahove, have
identified the achievermnent of operational efficiencies as a primarily rationale for the request. While the
deferral of these additional resource requests is necessary to help meet the budget reduction target, it
should be noted that this will delay achievement of the goals of public service renewal. Attachment 3
contains comments from the Senior Management Team on the potential impact of deferring additional
resource requests.

2016 and Beyond

Some of the options identified by Commissioners are for adjustments to certain service levels. As
identified through the 2011 Program Review, the City continues to provide a premium winter maintenance
service for the clearing of windrows at the end of residential driveways on local streets. The City of
Vaughan is the only municipality in the GTA to provide this premium level of service to some 75,000
residential driveways, at a tax-levy funded cost of approximately $1.2 M annually.

Staff and the City's winter maintenance contracters endeavar fo provide the City Council directed level of
service which requires that each municipal road plow is accompanied by a special windrow plow unit.
This premium setrvice is often the source of many complaints during and after a winter snow event, as the
windrow plowing activity is often significantly impaired by parked vehicles, volumes of snow, and snow
accumulations adjacent to driveways left over from earlier snow events. Furthermore, during significant
snow events road plowing is delayed significantly by the slower rates of production associated with the
accompanying windrow plowing activity.
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The City’s current road winter maintenance contracts extend to the end of the 2015-18 winter season.
Staff are now preparing to issue tenders for new multi-year winter maintenance contract(s) to start at the
advent of the 2016-17 winter season. Decisions with respect to Levels of Service have to be made by the
spring of 2015 to allow for a summer tender issue. A decision to redefine our winter maintenance levels
of service by eliminating the premium windrow service starting with the 2016-17 winter season could save
the City an estimated $120,000 in the 2018 budget vear, and a minimum of $1.2M each year thereafter.

In light of the potential tax levy savings, the growing difficulties in providing this premium service in an
evolving municipal street environment, and the need to firm up the winter maintenance contractual
specifications for the upcoming tender, staff now recommend that the windrow maintenance service be
discontinued starting in the fall of 2016.

A special task force to explore solutions for transforming the City’s cost structure

The budget reduction plan outlined is this communication focuses on achieving Council's direction for the
2015 budget year with immediate short-term savings. This was achieved, in part, by deferring additional
resource requests to future years, resulting in increased cost pressures in 2016-18. This is consistent
with the outcomes of previous budget processes and highlights the need for the City to continue to move
toward comprehensive multi-year budgeting.

Many of the options identified to reduce cost pressures in 2016-18 couid include adjustments to service
levels or the introduction of new fees. Savings available from some of the options identified cannot yet be
estimated. Council wants fo provide residents with cost certainty and better understand the implications of
cost pressures on service delivery. Further study and jurisdictional analysis are required to ensure that
options are consistent with best practice and will provide citizens with the best value for their tax dollars.

In order to take a longer term view to achieve permanent, sustainable savings over the remaining term of
Council, it is recommended that a taskforce be appointed to study the options that might be available to
transform the City's cost structure and report back to the Committee. The Task Force could include up to
four Councilors who would work through the spring and summer of 2015. Examples of topics that were
raised in the January 23, 2015 presentations and February 2, 2015 communications, for the task force to
study are:

Task Force
Options for Innovative Service Delivery
Expansion/integration of Access Vaughan and other Departments Report TBD
Economic Development Services delivery Report TBD
Options to Reduce or Eliminate Programs_or Services
Animal Shelter Review Report Q1-15
Reduce Crossing Guards Report Q2-15
Uplands Best Use Study Report Q2-15
Options to Increase Existing User Fees or Introduce New Fees
Fee Review for Recreation and Culture Report Q3-15
Fee Review for By-Law and Compliance Report TBD
Fee Review for Planning Report TBD

The Task Force could also [ook at alternate ways for the City to generate the revenue it needs to support
services. In addition to the many options for fees or non-tax revenue suggested by staff, the Task force
may wish to consider what additional revenue generating abilities other municipalities in Ontario have,
particularly the powers that are provided in the City of Toronto Act.
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It is recommended that staff report back to Council in March with a proposed structure, terms of
reference, topic sequencing and reporting framework.

Conclusion

The City is facing many cost pressures. The new conceptual framework implemented this year has
provided Council with insights into whether the pressures relate to providing existing levels of service to
existing or new residents, and have helped to highlight the additional resource requests that would help
support transformation of the City's administration and meet Council's objective of public service renewal.

Being respectful of taxpayers, Council directed staff to develop a multi-year plan to limit tax increases to
not more than 3% per year. This budget reduction plan achieves the target for 2015 through a
combination of achievable efficiencies, additional non-tax revenue, and the deferral of many additional
resource requests. Meeting the targeted fax rate increases for 2016-18 will require reprioritization of
deferred additional resource requests, and planned expenditures for those years, the identification of
additional savings through potential service adjustments or new revenues, and consideration of whether
the City should seek additional revenue tools from the Province.

Attachments
1. 2015-2018 Additional Resource Request Listings

2. Deferred Growth Projects with Infrastructure Renewal Contributions
3. Comments on Impacts of the Deferral of Additional Resource Requests
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Attachment 3: Comments on Impacts of the Deferral of Additional Resource Requests

City Manager

Client Service Specialist:

A Client Services Specialist (CSS) position is required & provides client support for permitting, program
registration, services in kind {SIK), point of sale & membership services to internal & external clients such
as Community Service Organizations (CSO), not for profit agencies, families in need and residents. The
introduction and subsequent administration of the mandatory Facility Users Group Insurance has added a
significant workload to the area. Bookings continue to increase each year but the complement has
remained unchanged. This pesition works with community stakeholders and is involved in the day-to-day
communications, assists with fairs & festivals planning, liaison for City, problem solving, ensures by-laws,
policies & standards are adhered to, i.e., Municipal Alcoho! Policy, Noise By-Law, Facility Users Group
Insurance, Fairs & Festivals Support Program, TSSA, ESA, efc...

Customer Service Administrative Clerk:

The front counter serves two departments (Recreation & Culture and Parks Development) and is currently
unmanned. Staff in the vicinity of the counter are on a telephone queue system where their time is spent
selling facility rentals and/or processing program registrations. Parks Development staff are not located
in proximity to the counter and are unable to provide dedicated coverage with existing staff resources.
The alternative is to service the desk, with various units covering the counter throughout the day. This
takes a staff perscn away from their regular duties, there is no firm ownership over the desk which lends
itself to an inconsistency in service delivery. There is a customer service impact to community groups,
residents and commercial crganizations who visit our counter for inquiries related to heritage, park
inquiries, meetings, registrations, permitting, key pick up, deposit returns, deliveries for various service
units, etc.

Emergency Planner:

The proposed emergency planner position will be responsible for public awareness and education, further
development of the PrepE initiative, implementing a school based emergency preparedness education
program, assist with the development, conduct and evaluation of emergency exercises, assist with
development and implementation of staff training, maintaining the high risk locations and vulnerable
populations data bases and assist with developing and maintaining emergency plans and procedures.
Competing priorities and limited resources are affecting the ability of the program te meet its directive and
maintain a mandatory emergency management program in accordance with the Act. Program service
delivery levels may decline without this additional resource. Public education programs will continue to
be on demand only when resources are available. The availability of training for staff in emergency
management procedures may decrease due to limited resources.

Deferral of the Vaughan Fire and Rescue Services ARRs would the strain the capacity of VFRS
management and trainers as the staff has grown to over 300.

Legal and Administrative Services

A number of the ARR requests from the Legal & Administrative Services Commission were already
deferred from budget years prior to 2015, As a result, it has been a challenge for the By-law &
Compliance Depariment to keep up with the growth that has already occurred in our City with new parks,
community cenfres and developments that have already happened. A further deferral of these ARR
requests info future years beyond 2015 will exacerbate the issue as new growth happens in our City and
will resuit in delays in citizen complaint response times and an inability to meet existing service standards.
Further, it will diminish the Department's ability to respond to dispatched c¢itizen complaint calls after
hours.

Some of the other ARR requests are required in order to address the very significant and compiex new
projects that we are embarking upon as our City transforms from a suburban city to an urban centre or
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that are required to address emerging legislative/regulatory requirements (for exampie, the VMC project,
parking strategy, land acquisition strategy, section 37 implementation, TRCA land strategy, secondary
suites, medical marjjuana operations). A deferral of these ARR requests may result in these projects not
getting the level of attention andfor timely support required in terms of legal, real estate and by-law
services, Also it may resulf in increased costs for the retention of external lawyers and other
professionals to meet the demands that will nevertheless require management and oversight by internal
resources.

Finally, there are a few corporate initiatives that will be postponed as a result of the deferral of the
remaining ARRs, namely, the Enterprise Risk Management Strategy that is a Corporate Strategy
Vaughan 2020 initiative and the Contract Management and Administration function that is a Public
Service Renewal initiative. Both of these initiatives are important in ensuring that the City manages its
risks appropriately

Planning

The impact of 2015 ARR deferrals include the failure to lever DTA upgrade, reduced ability to work with
the Regional Municipality of York, TRCA, agencies and development stakeholders on shared use of DTA.
There would be slower delivery of current Urban Design, Parks Development and Policy Planning
projects in favour of other existing priority projects and a limited capacity to take on new projects to
address stakeholder requests or adjust to surge conditions without implications for previous
commitments. City staff are being increasingly asked by Council and stakeholders to review and prepare
input into infrastructure projects propesed throughout Vaughan within prescribed timelines, The deferral
would put a strain on team resources to deliver efficiently, effectively and on time capital projects,

strategic initiatives and complex files.

Strategic and Corporate Services

The impact of 2015 ARR deferrals will be inhibit the Commission’s ability to develop and implement
effective Corporate processes and frameworks that facilitate the development of a high performing
organization. Existing resources will be strained to support the promotion and implementation of the
various reviews identified by the 2011 Public Service Renewal initiative. Without dedicated/focused
resources, recommendations developed in the course of these operational reviews may not be
implemented at all or only partiaily implemented, which would result in a delay in achieving the
organizational benefits identified. Without additional resources, it will also become increasing difficult to
maintain service levels within HR, AV support, IT, Strategic and Corporate Planning as well as
construction project management and capital project completion.



