
BUDGET COMMITTEE FEBRUARY 19.2004

~=T 2004 BUDGET

Recommendation

The City Manager, the Commissioner of Finance & Corporate Services, the Director of Budgeting
& Financial Planning and the Director of Reserves & Investments in consultation with the Senior

Management Team recommend:

That three, (3), evening, Public Consultation Sessions,(7 pm to 9 pm), be approved, one in each
of Maple at the Civic Centre, Woodbridge at the AI Palladini Community Centre, and Thornhill at
the Garnett Williams Community Centre, to provide the public the opportunity for input into the
2004 Budget process; and

That Council approve the format of the Public Consultation Sessions included in this report; and

That the three, (3), evening, Public Consultation Sessions,(7 pm to 9 pm), including public
notification, web site information, media releases and handouts for the public, etc., be
coordinated by the Corporate Communications department; and

That in order to focus the public input, the following three, (3), questions be asked to the public:
and;

1)
2)
3)

What makes Vaughan a great City to live, work and play?
In your opinion, what are the budgetary priorities for the City in 2004?
What guidelines should Council follow in their 2004 Budget deliberations and in
the future?

That the Clerks department record the comments from the public at the Public Consultation
Sessions; and

That the Budget Committee give direction regarding future Budget Committee meetings.

~~

To obtain approval for three, (3), Public Budget Consultation Sessions and the questions that will
be asked of the public.

~around -Analysis and QDtions

Many local municipalities and Region's within the GT A are experiencing similar 2004 Budget
issues with 2004 tax rate impacts higher than those experienced in recent years. These issues
include aging infrastructure requirements, normal growth cost impacts, community safety,
maintaining service levels and a slowdown in the economy. In a high growth municipality, like the
City of Vaughan, the impact of the budget issues increase significantly relative to other
municipalities. with higher volume impacts, an increased pace of adding new facilities to maintain
existing service levels, and a greater need to fund replacement and repair costs of aging
infrastructure.

The significant increases in the costs noted above are non-controllable in nature and prE~sent
major funding challenges for the City of Vaughan. All of these costs are permanent in nature and
require permanent funding sources. The magnitude of the issues make it clear that assessment
growth is insufficient to the cover the increased costs. Assessment growth in the 2004 Operating
Budget is 4.56% and generates only $3.1 m in additional revenue. Assessment growth in any year
is not nearly enough to cover the year over year operating cost increases.



Taxation represents approximately 55% of the operating budget furlcling; the remainder of the
operating budget is funded from user fees, investment income, and other revenues. Initiatives are
under way to review user fees and service charges. Shortfalls in these revenue streams must be
balanced off by increased taxation.

The Municipal Act mandates that municipalities must produce a balanced budget with revenues
equaling expenses. To assist Council in their 2004 Budget deliberations, it is recommended that
three, (3), public consultation sessions be coordinated with one in each of Maple, Woodbridge
and Thornhill. These sessions will provide the public with an understanding of the issues facing
the municipality and the opportunity to participate in the budget process;.

Budaet Process to Date

There has been significant effort by staff in the budget process to datl~. Many months of review,
analysis and scrutiny by staff have brought the budget process to its current status. Staff has put
forward an exhaustive effort including identifying non-controllable coisll increases, reviewing and
analyzing departmental submissions in depth, estimated potential funding sources and a budget
initiative exercise to identify all potential options that will assist to reduce the 2004 Budget
increase.

As Council is aware, last years budget process introduced the cclrlcept of envelope funding
wherein departments are assigned funding envelopes by Senior Management. These funding
envelopes consisted of narrowly defined and identifiable non-controllat)le cost increases. One of
the major advantages of the envelope funding process is to ensure thlat the budget is not a "wish
list", rather the budget presented is the minimum funding requiremerlts and includes only non-
controllable cost increases as identified by City departments. NE~'N complement and other
controllable requests are not included in the funding envelopes and are submitted separately for

approval.

Departments have submitted budgets based on their opinion of Yihat funding is required to
maintain existing services levels. All departments, through their respective Commissioners have
confirmed that the requested funding is what is necessary to continue to operate at their
respective department's current level of service. Senior Management continues to review the
departmental submissions and will recommend a responsible budget.

Current Budaet Status

In the 2004 Budget, the City is faced with the culmination of cost impa(~ts resulting from decisions
made over the last few years and economic factors. Many of these impacts were brought to the
Budget Committee's attention on September 18, 2003, (item attach,ed) including the pace of
adding new facilities, significant price and volume impacts greater than previous experience,
OMERS pension plan full return, and insufficient assessment growth.

Based on each department's budget submissions required to maintain existing service levels
followed by months of analysis and review, the current budget financial status and resulting
budget shortfall are provided for the Budget Committee's reference.

Non-controllable Issues 23.6m

New Complement and other
Controllable requests

Sub- Total

No One-time subsidies



35.6mInitial Budget Requirements

Less:

4.56% Assessment Growth

2004 One Time Subsidy

Utilization

SMT Adjustments -2.1m

Increased Hydro Investment Income -1.0m

Reduce new Complement and
Other controllable requests
(specifics to be determined) ~

Budget Shortfall

This $20m budget shortfall equates to approximately $198 in increased municipal taxation for the
average home in Vaughan assessed at $320,000. In addition, there ~'ill be approximately a $13
property tax shift to the residential taxpayer due to current value reassessment. Residential
assessment increased significantly more than commercial and indu:5trial, thereby attracting a
greater portion of the tax burden compared to 2003.

Next SteDs in the Budaet Process

The next steps in the budget process are as follows:

SMT thorough evaluation of new complement and other controllabll~ requests and report back
to the Budget Committee

. SMT final recommendation of departmental budget initiatives and report back to the Budget
Committee

Public Consultation Sessions

Budget Committee Discussions

Final Budget approval by Council.

Public Consultation Sessions Format

It is recommended that the format for the Public Consultation Sessions be as follows;

A handout to the public as they arrive informing them of the format and some key information
relating to the 2004 Budget.

A presentation by staff on the issues the municipality is facing relating to the 2004 Budget
and the questions to be asked of the public.

An open participatory forum where the public provide input and comments relating to the
2004 Budget and that these comments are recorded by the City Cl13rk's office.



The focus of the public consultation sessions is to hear from the public. A report of the commE~nts
from the public will be provided to Council when available.

~.nshiD to Vauahan Vision 2007

The budget process links the Vaughan Vision 2007 through the setting of priorities and allocation
of resources.

Concll!.§lQ!l

By approving the three, (3), public consultation sessions, Council will be expanding its past
practice of consulting the public in the way in which public funds are spent in the municipality.

Attach~

Attachment 1 -2004 Operating Budget Council Extract -Sept. 22, 2003

ReDOr1 DreDsred by:

John Hrajnik. CMA, ext. 8401
Director of Budgeting and Financial Planning

Respec:tfully submitted,

Michael DeAngelis, City Manager

Clayton Do Harris, CA

Commissioner of Finance & Corporate Services

John Hrajnik, CMA
Director of Budgeting & Financial Planning

Ferrucio Castellarin, CGA
Director of Reserves & Investments



Attachment 1

(;ITY OF VAUGHAN

'ER 22, 2003EXTRACT FROM CQUNCIL MEETING MINUTES OF SEPTEMB'

Item 1, Report No.4, of the Budge~ Committee, which was adopted without aml~ndment by the Council of
the City of Vaughan on September 122, 2003.

1 2004 OPERA TING BUDGET

The Budget Committee recomm1 ndS approval of the recommendation cc,ntained in the following
report of the City Manager an the Commissioner of Finance and Corporate Services, dated
September 18, 2003:

~~R~jjQn

The City Manager and th~ Commissioner of Fi~ance & Corporat~ Services i~ con.sultation ~ith
the Senior Management Team and the Director of Budgeting and Financial Planning,
recommends:

That the following report tn the 2004 Operating Budget be received for information purposes,

and;

That following the Mayor's ISummit the 2004 Operating Budget process include the following

That staff under1a~e a core services review;

That the process gf aligning services with resources be undertaken;

That the Operati~g Budget process include recommendations to avoid reliance on

reserve/surplus ..o~e-time. funding;

That a report be ~rovided to a future Budget Committee with options for consideration in

the 2004 Operatin~ Budget process; and

That. the e~ernal l strategic planning consultants be engaged to undertake the core

services review.

Purpose

To inform the Budget Corf,mittee on the current status of the 2004 Operating Budget and obtain
approval for the next step~ in the budget process.

BackQround -Analysis ~nd Options

2004 OperatinQ BudQet erocess .Current Status

Last year's Operating B~ dget process introduced the concept of envelope funding wherein
departments are assigne funding envelopes by Senior Management to address non-controllable
increases prior to the pre aration of departmental budgets.

The consistent growth ~ xperienced by the municipality places significant pressure on the
operating budget. The n n-controllable issues in the 2004 Operating Budget presents major
funding challenges and ill require revisiting the assigned funding erlvelopes and base budgets
before a balanced budget can be achieved.

SiQnificant 2004 Non-Cgntrollable Impacts And Why Assessment Growth Isn't Enouah



(;ITT OF V AUCjHAN

EXTRACT FROM COUNCIL MEETING MINUTES OF SEPTEMBER 22, 2003

Although the City is experiencing high growth, the cost impacts of servicing that growth exceed
the new assessment growth revenue. Over the last few years, the Municipality has experienced
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assessment growth increases averaging approximately 5%; that samt= 5% increase in the 2004
Operating Budget would generate approximately $3.5m in new revenue This is insufficient to
cover the known non-controllable issues in the 2004 Operating Budget.

The impact of the non-controllable increases is significantly higher in the 2004 Operating Budget
when compared to previous years. It is important to identify why the non-controllable impacts are
significantly higher in 2004 when compared to previous years and why assessment growth is
insufficient to cover these types of cost increases.

Growth Impacts

There are significant growth related cost impacts that are incurred 'Nith no additional revenue
sources provided to offset their operating costs. Therefore they are an increased burden on the
tax rate. A major example of this is that over the last few years, two rJew fire stations and a new
resource library were approved. The operating cost impact in 2004 for these existing approvals
alone is approximately $4.5m, with almost no additional increase in revenue. Historical analysis
indicates that taxation, including assessment growth, accounts for only approximately 50% of the
funding source, with the remaining 50% funded primarily from user fees. In the case of fire halls
and libraries, since there is almost no user fees generated; virtually all of the funding must come
from taxation. Assessment growth averaging 5% is insufficient to cover these increases when
combined with all the other cost increases.

Significant Price and Volume Increase

The combined 2004 Operating Budget price and volume impact for the contracted services
relating to the winterization program and waste collection is approximately 15% to 20%, or $2.2m;
the price increase in recycling alone is 30%. In addition, these services also do not recover
revenue and must rely fully on taxation funding.

New Infrastructure Added Prior To Complete Build Out

The addition of new community centres, Libraries, Fire Halls, Parks and other infrastructure as a
result of growth over the last few years has occurred prior to the corrlplete build out of the areas
(tax base) being serviced. Therefore, operating costs are incurred prior to the build out of the
assessment base. Consequently, assessment growth is not sufficient to cover the associated cost
increases at the time of the opening of new facilities.

Tax Rate For New Assessment Does Not Account For Cost Increalses

The tax rate is in last year's dollars. Applying last years rate to new assessment collects taxes in
last years dollars. With the cost increases that will be incurred in the 2004 Operating Budget,
there is a funding shortfall between new assessment revenue and associated cost increases.
Federal and provincial government revenue streams are based on income and sales taxes; these
revenues increase as income and goods and services sales rise in the! economy. The municipality
does not have this luxury; the tax levy generated is based on a tax rate applied to a fixed
assessment base and the base growth does not increase in proportion to volume and cost
increases, as they do in the Federal and Provincial sector via income and goods & services sales.

Increased Services and Costs Culminating in 2004

As mentioned earlier, the non-controllable cost increases in the 200,~ Operating are significantly
higher than in previous years. This is a result of the issues discussed above combined with the



CITY OF V AUGHAN

EXTRACT FROM COUNCIL MEETING MINUTES OF SEPTEM~~ER 22, 2003

fact that many of these issues have culminated in 2004. Traditionall)" the cost impact of growth
related facilities and infrastructure have been spread out over marl~' years; price and volume

./3
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increases have not been as significant in the past. In the 2004 Operating Budget, the City is
burdened with a culmination of events all occurring in one year. In addition, the known costs to is
not an inclusive list. Departments have yet to submit their operating budgets, including any
staffing increase requests, and any economic impact has yet to be i31:;counted for in the budget
process.

New Facility Impacts in 2004

In the 2004 Operating Budget, there is the increased impact of two new fire stations, a
new resource library and the expansion of three community centres. With the facility
impacts occurring together in 2004, revenue sources, such a:s user fees and assessment
growth, are insufficient to cover these costs.

OMERS Benefit Impact

It was initially designed that the elimination of the OMERS pe:nlsion plan holiday would be
phased in over a three year period. This has changed, and ;the remaining entire impact,
including an increased rate, must be absorbed in the 2004 (Iperating Budget. This is a
result of the economic downturn impacting investments b){ OMERS with significantly
lower returns; this dramatic change in OMERS policy could riot have been anticipated by
staff. In addition, the contribution rates have increased creating even a greater cost
impact. The impact of the return of OMERS in the :2004 Operating Budget is
approximately $2.2m.

Price and Volume Increases Greater Than Previous Experienlce

The price and volume increases across the City included in the 2004 Operating Budget
are significantly higher than we have experienced in the pa~;t. Some examples include
recycling collection up 30% in price as mentioned earlier arnj insurance costs up 25% to
30%.

All of the above issues are permanent in nature and require permanE~rlt funding sources; they will
become part of the base budget. The magnitude of the issues and the reasons for their
occurrence make clear that assessment growth is insufficient to cover the associated costs.

A list of some of the known major non-controllable increases identified to date is outlined below
for the Budget Committee's information. It is evident from the list 'that assessment growth of
approximately 5% or $3.5m is insufficient to cover the magnitlJcje of the non-controllable
increases in the 2004 Operating Budget. As mentioned earlier irl this report, departmental
operating budgets, including any additional staff increases, have yeit to be submitted and any
economic impacts on revenues are yet to be included in the 2004 Operating Budget.

Some of the major non-controllable increases in the 2004 Operating Budget identified to date
include but are not limited to:
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2004 Budget

Impact

$2.7m

3.0m

2.5m

1.8m

O.9m

$10.9m

5.5m

Two New Fire Hall Impacts
Waste/Winterization/Roads {incldg. $650k for yard waste)
Benefits -OMERS/Canada Life
New Resource Library
Community Centre Expansions
Sub-total
Surplus/Reserves Subsidies

Total $16.4m

Next Steps in the BudQet Process -Link to the StrateQic Plan

In order to achieve the objectives of the strategic plan, the plan must be linked to the budget
process. The Budget process is the mechanism by which the municipality allocates resources on
a priority basis.

At the recent Mayor's Summit, it was recognized that allocating resolJrces in the 2004 Operating
Budget is an important issue and will be a challenging task in 200.~. To assist Council in their
decision making process, the following guidance into the Operating Budget process was provided
by Council to staff.

Staff undertake a critical core services review
Align services with resources
Provide recommendations to avoid a reliance on reserve/surp'!lls "one-time" funding
Report back to the Budget Committee with options

As part of this approach in linking the strategic plan to the budget prO(;E~SS, it is recommended that
the external strategic planning consultants meet with Commissioner:s, Directors and appropriate
management staff. The resulting outcome will produce informaltion to assist the Budget
Committee in their decision making process. The external consultant in consultation with staff will
design an appropriate process that captures the relevant information to address our immediate
needs, i.e. 2004 Operating Budget decisions.

Staff look forward to discussing the 2004 Operating Budget status and next steps with the Budget
Committee.

Conclusion

The 2004 Operating Budget current status reflects significant non-controllable cost increases in
excess of any new assessment growth and user fee revenue. It i!; requested that the Budget
Committee support the Budget process, as profiled in the recent Mayor's Summit.

Report prepared by:

John Hrajnik, CMA, ext. 8401
Director of Budgeting and Financial Planning


