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COMMUNICATION
ean. Mae Qfis”
DATE: February 26, 2015 ’
TO: MAYOR AND MEMBERS OF COUNCIL ITEM - gi

FROM: JOHN HENRY, COMMISSIONER OF FINANCE AND CITY TREASURER
LAURA MIRABELLA-SIDDALL, DIRECTOR OF FINANCIAL PLANNING & ANALYTICS

RE: FINANCE, ADMINISTRATION AND AUDIT COMMITTEE — March 2, 2015
DRAFT 2015 BUDGET AND 2016-18 PLAN, Item 1, as referred.

Recommendation

The Commissioner of Finance & City Treasurer and Director of Financial Planning & Analytics
recommend,;

1. That the update on the DRAFT 2015 Budget and 2016-18 Plan be received; and

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

Economic Impact

A DRAFT 2015 Budget and 2016-18 Plan was originally presented fo the Finance, Administration and
Audit Committee on January 12, 2015. That report has been deferred to the subsequent meetings of the
Finance, Administration and Audit Committee, including the meeting of March 2, 2015.

The Committee directed staff to work toward a set target not to exceed 3% per annum for the period of 4
years. Staff have since brought forward numerous Communications and presentations to the Committee
for the purposes of providing additional context, responding to Committee direction, or to recommend
changes to the DRAFT Budget and 2016-18 Plan based on new information. A complete list of budget-
related communications and reporis has been provided as Attachment 4. These adjustments have been
incorporated into the DRAFT 2015 Budget and 2016-18 Plan, resulting in the following revised economic
impact:

Table 1: Revised Economic Impact DRAFT 2015 Budget and 2016-18 Plan

$M 2015 2016 | 2017 | 2018
Budget Forecast

Gross Operating 2591 2729 281.3 290.4
Non-Tax Revenue 87.7 84.8 84.8 85,07
Net Operating 171.4 188.1 196.5 205.4
Less: Assessment Growth 3.2 3.4 3.8 4.0
Net Levy Requirement 168.2 184.8 192.7 201.4
Incremental Levy Requirement 4.7 16.5 7.9 8.7
Incremental Tax Rate 2.86% 9.64% 4.14% 4.25%
Tax Bill increase for the Average Home $37 $127 360 $64
Total Capital Program $92.7 $106.8 $104.5 $64.1

Note: some numbers may not add due to rounding.
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Purpose

The purpose of this communication is to provide the Finance, Administration, and Audit Committee with
an update to reflect the incorporation of budget-related recommendations of the Committee since the
DRAFT 2015 Budget and 2016-18 Plan was first presented, and to provide Council with further
information about the capital program.

Background

A DRAFT 2015 Budget and 2016-18 Plan was originally presented to the Finance, Administration and
Audit Committee on January 12, 2015. That report has been deferred to the subsequent meetings of the
Finance, Administration and Audit Committee, including the meeting of March 2, 2015,

On January 12, 2015, the Committee directed staff to work toward a set target not to exceed 3% per
annum for the pericd of 4 years. Staff have since brought forward numerous Communications and
presentations to the Committee for the purposes of providing additional context, responding fo Committee
direction, and to account for new information. These have been incorporated into the DRAFT 2015
Budget and 2016-18 Plan, including adjustments that, if approved, would achieve a tax rate increase of
less than 3% for 2015 and one of the lowest tax rate increases among comparator municipalities.

in addition to the evening Finance, Administration and Audit Committee Meeting on March 2, 2015, two
other evening meetings and two day time meetings have been held. The March 2, 2015 evening meeting
and one more daytime meeting scheduled for March 9, 2015 provide additional opportunity for public
input and Committee deliberation. It should be noted that the Commitiee meeting scheduled for March 9,
2015 is not fully dedicated to budget topics, but has been scheduled to accommodate additional
discussion if required.

A Speclal Council meeting will also be held to provide the public with a final opportunity to comment on
the PROPOSED 2015 Budget and 2016-18 Plan. That meeting is anticipated in late March or April and
will be advertised in advance consistent with the City's public nofification by-law once a date has been
set. A consolidated report will be submitted to the Special Council meeting incorporating any further
adjustments or direction resulting from continuing budget deliberations.

Following approval of the budget, the City will communicate budget highlights by employing a variety of
tactics, including a media release, website content, social media messages, a hlog, an eNewsletter post,
and an internal message to staff.

Also fellowing approval of the budget, it is anticipated that the Budget Task Force will begin meetings to
review options to achieve permanent, sustainable budget reductions and achieve Committee’s set
target not to exceed 3% in each year of the remaining term of Council. The Task Force is expected to
report its findings by the end of September 2015 so that they may be incorporated into the 2016 Budget
process.

2015 Operating Budget Summary

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 requirements, 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,

For 2015, the budget adjustments that have been incorporated result in a draft budget and incremental tax
rate increase that is within the Committee’s target of 3%. Reducing the initiat draft budget to achieve the
set target was challenging and required careful consideration of the balance between maintaining service
levels, new initiatives "and "keeping tax rates low". The funding recommendation is a blend of these ideals,
but weighted towards service delivery. A few key items included in the 2015 Budget are:

» Fire Station 7-5 full year implementation supporting community safety

e Opening of the new Civic Centre Resource Library supporting information access
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* Resources to support community parks, community health and wellness
» Funding to support community infrastructure repair and renewal projects
¢ City Initiatives supporting efficiency and effectiveness goals.

The incremental levy reguirement is made up of the following 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: Components of 2015 Incremental Levy Requirement

2015 2016 2017 2018
M % $M % $M % M %
Base Budget Pressures 59| 362% | 11.1 6.47% | 5.8 3.07% 10.3 5.01%
Less: Assessment Growth -3.2| -1.96% | -3.4, -1.98% | -3.8| -1.98% -4.0 | -1.96%
Net Base Budget Pressures 27| 1.66% 7.7 449% | 20 1.09% 6.3 3.06%
Additional Resource Requests 20| 1.20% 8.8 5.15% | 5.9 3.05% 24 1.20%
Total Draft 2015 Financial Plan 47| 2.86% | 165 9.64% | 7.9 4.14% 8.7 4.25%

Note: some mumbers may not add due 1o rounding.

lllustration 1: Conceptual Framework

Ad_dltr_onal resource requests for new ‘initiatives -
$1.2M or. 0 73%

s Impact of growth and previous decisions
(%3 SNE) .

Growth *Less - growt ntax reve ue
¢ $0:4I\.J'I or0. 22% tax ‘impact
e Non dlscrehonary, mcludlng
Status QU O contangency and corporate
‘adjustments
{price only)

$3 1M or 1 92% tax lmpact

A revised financial summary has been provided as Attachment 1. In addition, an updated listing of
additional resource requests has been included as Attachment 2 to this communication.
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Municipal Tax Rate Increase Comparison

A comparison of tax rate increases across the Greater Toronto Area demonstrates that Vaughan
continues to have one of the lowest tax rate increases, among comparator municipalities, for 2015, This
has been a sustained trend over the last several years as iflustrated in the table below. Taxes on the
average home are estimated to be $1,373 and are the primary source of funding for the many and diverse

programs and services provided to residents.
residents’ tax dollars.

Table 3: Municipal Tax Rate Comparison

This is evidence of Vaughan providing value for its

Municipality | 2015 | Municipality 2014 2013 2012 2011 SV
1040 |7

Brampton (P) 7.86% | Caledon (P) 4.98% | 5.70% | 5.24% %

Milton (P) 5.50% | Mississauga (A) 6.10% | 7.00% | 7.40% | 5.80%

Aurora (P) 4.96% | King (A) 2.59% | 3.42% | 8.90% | 5.66%

Caledon (P) 4.72% | Oakville (P) 2.11% | 3.01% | 6.55% | 5.93%

Richmond Hill {P) 4.20% | Newmarket (P)* 2.72% | 3.74% | 3.95% | 5.89%
Mississauga {A) 4.00% | Brampton (P) 2.90% | 4.90% | 4.90% | 4.10%

Barrie (P) 3.80% | Milton (P) 3.63% | 3.00% | 3.60% | 4.86%

Burlington (A) 3.65% | Barrie (P) 2.03% | 3.30% | 3.60% | 6.50%
Newmarket (P}* 3.50% | Aurora (P} 3.75% | 3.42% | 4.77% | 1,94%

Markham (P) 2.98% | Burlington {A) 3.50% | 4.46% | 3.29% | 0.90%

King (A) 2.97% | Richmond Hill (P} | 2.04% | 2.50% | 2.45% | 2.95%

Vaughan {P) 2.86%> | Vaughan (P) 2.50% | 2.69% | 2.95% | 1.95%

Oakville (P) 2.35% | Markham {P) 2.49% | 1.50% | 1.50% | 0.00%

Average 4.10% | Average 3.18% | 3.74% 4.55% @ 4.38%

Capital Budget

Between 2015-18, Vaughan's capital plan includes over $368 million in new projects.
Chart 1: 2015-18 Capital Plan by Project Type
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The capital budget and plan is based on more than 500 projects covering a number of departments.
Attachment 3 includes an updated list of capital projects. Projects are listed by department and include a
summary of all funding sources. Details of each capital project were provided to Committee on January
12" 2015 in Appendix B of Item 2. Below are descriptions for key projects in the 2015 capital plan and a
brlef discussion on associated operating impacts.

Key Projects in the Capital Plan

Parks ($41.0M)

In addition to the Carrville District Park discussed below, there are four other major park projects currently
in the capital plan.

» North Maple Regional Park {Phase 1 development) includes the construction of two artificial
sportsfields, a driveway, parking, and related site improvements planned for 2015 ($5.4M)

= Block 40 District Park Design and construction, in the Major Mackenzie Drive, Lawford Road and
Chatfield Drive area, is planned for 2016 ($3.6M)

« Block 18 District Park, in the Rutherford Road and Peter Rupert area planned for 2017 ($6.8M)
» Block 58 District Park, in the Highway 27 and Martin Grove area, planned for 2017 ($5.2M)
in addition to District Parks the plan includes $22.0M for 36 other parks development projects.
Between 2016-18 about $1.1M in additional resource requests have been recognized to support new park
operating cosis.
Kleinberg Church ($1.0M
The City purchased the Kleinburg United Church in 2010. This project will include the necessary
renovations to allow the facility to be used by local community groups.
City Tree Planting Program ($1.4M)

Annual funding for the City’s two tree planting programs increased by $0.4M in 2015. One program
replaces about 1,400 trees per year that have died or been damaged. A second program is specifically to
replace trees infected by the Emerald Ash Borer (EAB). About 500 EAB trees are replaced each year.
Due to the 2013 ice storm, a backlog of over 21,000 trees currently exists. In 2015 one-time funding of
$0.8M has been added to supplement the tree planting program to help address the backlog.

Vellore Village South Library {$4M)

Design and Construction of the Vellore Village Community Library in Block 39 in the planned Community
Centre is scheduled fo begin in 2015. Project completion is expected in 2016.

Operating costs associated with this facility have been included in the 2016-18 Plan with an additional
resource reguest submission received from Libraries for $0.6M.

Block 11 Carrville Community Centre, District Park, and Library {$43.8M)

The Carrville Community Centre is planned to begin construction in 2016. The Community Centre was
identified in the 2013 Development Charge background study and in Vaughan's Active Together Master
Plan. The Centre is expected to have two arenas, a gymnasium, associated amenities, and an adjacent
district park. In additional a community library is also planned. Project completion is expected in 2017.

Operating costs associated with this facility have been included in the 2016-18 Plan with additional
resource request submissions received from Libraries ($0.6M), Building & Facilities ($1.3M), and
Recreation ($0.8M).
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Repositioning of Fire Station 74 — Kleinburg {$6.0M)

This project is for the relocation of Fire Station 74. The new station will be a fully staffed 9,300 square
foot, two bay fire station with ancillary offices and crew quarters. Design and construction is expected in
2016 with project completion planned for 2017.

Staffing costs associated with the firefighters for this station are estimated at $2.1M per year when fully
implemented. One cohort of firefighters will be hired in 2016 with a second in 2017. The costs of each
cohort will be phased in over two years.

Fire — Training Tower {$1.2M)

This project will allow Vaughan Fire and Rescue Services to provide training in the latest techniques of
firefighting and control of emergency situations. The facility may also be rented out to other fire
departments or internal and external stakeholders for their training needs.

New Watermains ($17.9M)

There are five projects for the installation of new watermains in growth areas of the City. These projects
are undertaken by develapers and paid for by the City as development occurs.

Black Creek Renewal and VMC Stormwater Management Pond {$32.3M)

Capital works continue within the Vaughan Metropolitan Centre for the renewal of Black Creek between
Highway 7 and Highway 407, including culvert improvements at Doughton Road and Interchange Way.
Other works include required improvements to the City’s existing storm water management pond at the
northeast corner of Jane Street and Highway 7. In total, the expected project costs total over $54M. The
required works are complex and are expected to continue through to 2019. A financial strategy and
design refinement is expected in 2015,

Curb_and Sidewalk Repair and Replacement {$7.4)

The annual curb and sidewalk repair and replacement program involves the removal and replacement of
damaged sections of curbs and sidewalks Citywide. A reguirement under the province's Minimum
Maintenance Standards is for the City to complete a sidewalk inventory assessment each year. The
information captured from this inventory supports future work plans for the program.

Road Rehabilitation ($37.9M)

The annual program for road rehabilitation includes the resurfacing and rehabilitation of road surfaces.
This program also incorporates associated curbs and sidewalks that may be affected by these works.
When appropriate, watermain replacement in the planned area is coordinated to help mitigate capital
costs and disruption to citizens. The roads rehabilitation program is primarily debt financed.

LED Streetlight Conversion ($6.0M

The project is to undertake further replacement of residential High Pressure Sodium (HPS) street lights
with LED lighting. This project is expected to extend beyond 2018,



Table 4: Total Capital by Commission
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The table below provides the total cost of capital projects in the plan by Commission. More information
about the particular projects can be found in Attachment 4.

Commission ($M) 2015 2016 2017 2018 i’ftg?
Public Works 56.8 429 58.6 42.6 200.9
Strategic & Corporate

Initiatives 10.6 38.8 25.5 5.7 80.6
Planning 13.6 9.7 12.4 10.6 46.3
City Manager 51 8.9 3.5 1.7 19.2
Libraries 5.8 6.3 3.8 3.1 19.0
Legal & Administrative

Services 0.4 0.3 0.3 0.3 1.2
Finance 0.4 - 0.4 0.1 0.9
Grand Total 92.7 106.8 104.5 64.1 368.1

Note: some numbers may no! add due to rounding.

The capital program is funded from various sources. Below is a graph that illustrates the funding

components of the capital program.

Chart 2: Funding of the Capital Program
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Capital Budget - Operating Implications

Many capital programs have associated operating implications. These costs are embedded in the City's
growth-related expenditures in the base or as additional resource requests. Operational requirements
include staff and associated operating costs of new infrastructure. These will typically be lower in the first
year due to the construction timing involved. Initial investments in service delivery capital infrastructure
are fixed and primarily funded through development charges. However the related on-going operational
and service costs place cumulative, lasting pressures on the operating budget. Debenture financing is
primarily leveraged for the City's roads program. Infrastructure contributions are required to begin funding
the ultimate replacement of infrastructure funded through the development community.
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Table 5: Operating Impacts Associated with Capital

ltems 2015 2016 2017 2018
WM Tax | M Tax | ¥ &M Tax | §/ M Tax | ¥

Rate | HH Rate | HH Rate | HH Rate | HH
Operational
Requirements*® 06| 037% 5 49| 2.84% 37 40! 206% 301 2.1 1.03% 15
Debenture Financing®™ | 0.5 0.30% 41 04 025% 31 19| -1.00% | -14, 27 1.31% 20
Infrastructure
Contributions ** 091 0.54% 71 081 047% 8 1.9 1.01% 15| 1.1 0.53% 8
Total 20, 1.20% E 15| 6.1 3.56% 47 401 207% | 30 58| 286% 1 43

* Figures represent the estimated operating implications associated with the capital program. These operating implications are incorporated in
the operating budget. /HH indicates the equivalent increase per household.

** Includes incremental increases for Infrastructure reserve contributions, debt servicing costs, and Capital from Taxation. Infrastructire
reserve coniributions \were reduced as part of the budget reduction plan.
Note: some numbers may not add due to rounding.

Conclusion

As a result of the budget timeline, estimates and assumptions are required. As more current information
becomes available and additional review is undertaken, adjustments are required. Since the initial budget
draft many adjustments have occurred and applied to the DRAFT 2015 Budget and 2016-18 Plan. Below
is a summary of the revised draft budget and associated tax rate increase for the average home.

Table 6: Draft Levy Increase and Associated Increase on the Average Tax Bill

Revised DRAFT Budget 2015 2016 2017 2018
Revised Tax Rate Increase 2.86% 9.64% 4.14% 4.25%
Increase on Average Tax Bill 337 $127 $60 564

Note: some numbers may not add due 1o rounding,

lHustrated below is the estimated 2015 total property tax bill for the average home in Vaughan, valued at
$587,000. It is important to note, that although York Region’s property tax rate increase is 2.97% its
contribution to the overall property tax bill increase represents 49% or $68. This is largely because half of
the Property Tax bill is allocated to the Region of York. Overall, the average total property tax bill in
Vaughan will increase by $105 or 2.20%. Vaughan's local portion amounts to a $37 increase and only
0.77% of the total property tax bill.

Table 7: 2015 Estimated Property Tax Bill

Est. Tax Est. Avg.
2014 réte increase | Est. 2015 | Portion of Est.
Property Tax Bill Property increase per Properly | Avg. Property
Tax household | Tax Tax Bill
% $
City of Vaughan 1,279 2.86% 37 1,316 27%
Precinct Development Levy 57 0.00% - 57 1%
Region of York 2,296 2.97% 68 2,364 49%
Provincial (Education) 1,119 0.00% - 1,119 23%
New Total Tax Bill 4,750 2,20% 105 4,855 100%
Note: some munbers may nof add due to rounding.
Attachments
1. 2015-18 DRAFT Financial Summary
2. Recommended Additional Resource Request List
3, 2015-18 DRAFT Capital Project Listing
4 List of Budget-related Communications
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Respectfuily submitted,
~

o Lo Didlele 0

n Henry, CPA, CMA Laura Mirabella-Siddall, CPA, CA
ommissioner of Finance/City Tkasurer Director of Financial Planning & Analytics

Copy to:



Attachment 1 - 2015-18 DRAFT Financial Summary
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Attachment 2 - Recommended Additional Resource Request List
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C1-45

Attachment 4 - List of Budget-related Communications

Meeting Date # Title Subject
Jan 12 2015 c2 Presentation Material
Jan 23 2015 C2-11 Presentation Material - Commission Based Presentations
Feb 2 2015 C1 Memorandum from the Commissioner of Finance/City Draft 2015 Budget and 2016-18 Plan
Treasurer and the Director of Financial Planning & Analytics,
dated January 30, 2015
c2 Memorandum from the Director of Development Engineering |Capital Project DT-7120-13 (Black Creek
& Infrastructure Panning, the Director of Development Renewal) & ST-7121-13 (VMC NE Storm Water
Finance & Investments and the Director of Financial Planning |Management Pond)
& Analytics, dated January 30, 2015
C3 Memorandum from the Commissioner of Strategic & Civic Centre Demoiition, Parking and Stormwater
Corporate Services and the Commissioner of Finance & City |Drainage
Treasurer, dated January 30, 2015
C4 Presentation Material
ltem#3 |Building Permit Process and Fees By-Law Update to fees
ltem#4  |Council Office Expenditure 2015 Budget and 2016-18 Plan Information purposes
Hem #5  Mwy 27 and Milani Boulevard Soccer Facility Update & Hydro {New capital project for 2015 Budget
One Networks inc. PowerPlay Grani Ward 2
Feb 9 2015
c1 Memorandum from the Comimissioner of Finance & City Summary of Budget Adjustments
Treasurer and the Director of Financial Planning & Analytics,
dated February 5, 2015
cz Memorandum from the Commissioner of Planning and the ARR for Plans Examiner/Inspector Mechanical
Director of Building Standards, dated January 30, 2015 and Plumbing be added to Draft 2015 Budget and
2016-18 Plan
Cc3 Memorandum from the Commissioner of Public Works, dated [Capital Project Street "A* - Highway 427 Crossing
January 28, 2015 {Block 59) be added to Draft 2015 Budget and
2016-18 Plan
C4 Memorandum from the Commissioner of Public Works, dated |Capital Project, Overhaul of Vaughan Landfill
January 21, 2015 Methane Station be added to Draft 2015 Budget
and 2016-18 Plan
Cb Memorandum from the City Clerk dated January 29, 2015 Exemption to Consolidated Reserve Policy to
allow funding of unexpected insurance premium
increase from the insurance reserve
C6 Memorandum from the Commissioner of Planning, dated Additional artificial turf soccer field be added to the
February 5, 2015 scope of North Maple Regional Park Phase 1 in
the Draft 2015 Budget and 2016-18 Plan.
Additional $150 add to project reflecied donation
fram Vaughan Soccer Association.
oy Memorandum from the Commissioner of Strategic & Capital Project, Update to Vaughan Vision
Carporate Services, dated February 5, 2015 Strategic Plan be added to Draft 2015 Budget and
2016-18 Plan
C8 Memorandum from the Commissioner of Planning, dated Revised Capital Project detall sheet , correcting
February 4, 2015 the name of the park to Vaughan Crest Park,
replace the original in the Drait 2015 Budget and
2016-18 Plan
Cco Memorandum from the Commissioner of Strategic and Impact of increase in Group Benefi Insurance
Corporate Services, dated February 6, 2015 Premiums be added fo Draft 2015 Budget and
2016-18 Plan
c10 Memorandum from the Interim City Manager and the Draft 2015 Budget and 2016-18 Plan Update
Commissicner of Finance & City Treasurer, dated February 5,
2015
ltem #3  |Procure fo Pay (P2P) Impiementation Strategy New capital project for 2015 Budget
ltem &5 Civic Centre Tennis Court Restoration Ward 1 New capital project for 2015 Budget




