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FINANCE AND ADMINISTRATION COMMITTEE JANUARY 17, 2011

DRAFT 2011/2012 OPERATING BUDGET ~ ADDITIONAL IN'FORMATION

Recommendation

The City Manager, the Commissioner of Finance/City Treasurer, the Senior Management Team
and the Director of Budgeting and Financial Planning recommend:

That the following report on the Draft 2011/2012 Operating Budget, including the additional
resource requests, be received for information and discussion purposes

Confribution fo Sustainabllity

See Main Report
Communication Plan

See Main Report

Economic Impact

The City's approach to establishing the City's annual operating budget is twofold. First, ihe
process begins with Council approving very strict budget guidelines which are issued to
departments. There are no “across the board” increases.

Second, a separate resource request for each item is required when any-additional funding
beyond what is permitted under the guidelines is required. There is a thorough vetling process
and those requests that are supported by management are individually itemized and
recommended to Council.

Together, the Base Budget and the Additional Resource Requests (ARR's) form the annual
operating budget.

The impact of each of these components on the 2011/2012 Draft Operating Budget is
summarized below:

1. The Base Budget, derived from Council's approved guidelines is approximately $214m. The
budget change over 2010 associated with department submissions based on these
guidelines is $1.46m for 2011, equivalent to a 1.08% fax increase, and $2.84m for 2012,

equivalent to a 1.99% tax increase.
The above increases are largely driven by the following:

» Contracfual obligations to maintain service levels; and
» Debenture financing to improve the road network

Notwithstanding the budget guidelines, management reviewed the base budget and made
reductions of approximately $800,000. These are described in more detail in this report.

2. Additional Resource Requests are specific requests not permitted under the guidelines. A
fotal of $10.7m in ARR's was recelved and ranked. Of this, the Senior Management Team’s
recommendation is $3.1m in 2011, equivalent to a 2.32% tax increase. There are $3.91m in

requests in 2012, equivalent to a 2.74% tax increase.

The above increases are [argely driven by the following:



1. Community Safety - $2.7m spanning 2 years for 30 additional firefighters;

2. Various Service Improvements — i.e. updating Vaughan's Vision, developing an on-line
engagement survey, further supporting business development, etc.

3. Essential Resources fo Continue Cily Services — roads maintenance, parks servicing,
enforcement, traffic management, etc.

The attached Draft 2011/2012 Operating Budget reflects the requirement for the following
taxation funded increases:

« For 2011 $4.57m, an approximate property tax increase of $39.39 a year ($3.28 per
month) on the average home re-assessed at $472,368 or a 3.40% tax increase.

= For 2012 $6.8m, an approximate property tax increase of $56.71 a year ($4.73 per
month) on the average home re-assessed at $485,122 or a 4.73% tax increase.

Local Hospital Levy - The City has taken steps to bring a much needed hospital and other
health care resources to Vaughan. The Government of Ontario requires local communities to
support the development of a hospital through a local financial contribution. It should be noted the
fi nanc:al support and plan for the Vaughan Health Campus of Care Hospital was approved on
June 15", 2009. The approved 2011 & 2012 residential property tax increases associated with
the separate Hospital Capital Levy Is approximately $19 or 1.36% in each year for the average
home. This increase is in addition to the tax rate increase illustrated above to support the City’s
operations, .

Purpose

The purpose of this report is to provide the Finance & Administration Commitiee with additional
information and details regarding the Draft 2011/2012 Operating Budget, including the major
service improvements, enhancements, pressures the municipality is facing, and corresponding
tax adjustments on an average Vaughan household.

Background — Analysis and Options

Executive Summary

Planning for the Future

As a result of the City's long standing dedication to financial management through progressive
best practices and prudent policies, the City is In a very strong financial position relative to other
municipalities. The City has always considered increasing taxes as a last resort and through
prudent policies, tight budget guidelines and strong leadership. As the City moves forward,
financial sustainability must continue as one of Vaughan's key priorities. Over the next decade,
the City of Vaughan is expected to undergo a tremendous transformation fuelled by sustained
high growth rates, provincially driven intensification, increasing legisiative requirements and a
number of vision hased master plans reflecting important community needs. As the City becomes
increasingly more sophisticated it will also face increasing financial pressures beyond the many
factors currently placing significant strain on the property tax rate to maintain existing service
levels. Vaughan has always taken the management and stewardship of public funds very
seriously and continues to demonstrate financial leadership and discipline ensuring residents
receive value for their tax dollars. Recognizing the challenges that lay ahead, and building on the
financial planning efforts to date, the budget guidelines now incorporate a future focus to provide
citizens with more certainty about the direction of City services, finances, and tax levels.



Budget Approach

The City's approach to the annual operating budget is to first develop the Base Budget through
the issuance.of very strict budget guidelines. Under the guidelines, departments are only
permitted to include very specific adjustments in their Base Budget, which are typically related to
predetermined agreements, contracts or Council approvals/reductions. There are no “across the
board” increases for inflation and no increases for new staffing.

To the extent that a department requires additional resources, a separate business case must be
submitted for consideration. These are referred to as Additional Resource Requests (ARR) and
are individually vetted through the Directors Working Group, Senior Management Team, the
Finance and Administration Committee and finally Council.

The objective of separating the process into the base budget and additional resource requests is
to identify the minimum resources based on agreements stc. that are required fo maintain the
City's service levels and fund other municipal requirements, and review all other requests on an
individual basis. Further details with respect to the guidelines, principles or the actions are
provided in Section 7 of the Attachment - Comprehensive Budget Review Process,

Base Budget and Additional Resource Request Highlights are provided below:

Base Budget

Although there are many components to the City’s base budget, there are four (4)significant,
specific adjustments to be highlighted. Technically, in the absence of these four (4) specific
adjustments in 2011, there would be a decrease in the base budget. These items and their affect
on the budget are illustrated in the following table.

Major 2011/2012 Base Budget Adjustments 2011 2012
3 Rate-incr. $  Ratelncr,

Base Budget Change 1,455,270 1.08%| 2,844,372 1.95%

Less: Major Improvements & Servicing Increases
1 Roads Program - debenture repayments 1,000,000 0.74%| 1,500,000 1.05%

Infrastructure Contribution 400,000 0.28%

2 Insurance Premiums 509,000 0.38%] 200,000 0.14%
Subtotal 1,509,000 1.12%{ 2,100,000 1.47%

Less: Unanticipated Revenue Reductions

3 Planning Reserve 500,000 0.37%

4 Assessment Growth - 5 decline 388,000 0.29%| 390,000 0.27%
investment Income Realignment 500,000 0.35%
Subtotal 888,000 0.66%| 890,000 0.62%

Base Budget Excluding Major Adjustments {941,730)  -0.70%| (145628) -0.10%

The above chart further illustrates the City's dedication to financial constraint and providing value
for the residents hard earned tax dollar.

Additional Resource Requests (ARR’s)

As previously noted, Additional Resource Requests are submitted on an individuat basis and are
assessed on their respective merits. Initially, there were over 90 requests totalling a combined
$10.7m for 2011 and 2012, which by themselves represented 4.9% and-a 3.2% tax increase
respectively. It is important to note, all funding requests submitted have merit, however they must
be prioritized and ranked.

Recognizing the challenges, Senior Management and the Directors Working Group spent a
significant amount of time reviewing and optimizing the requests, which resulted in a number of



requests being partially funded internally and some deferred to future budget years for
consideration, without guaraniee or special status. Although it is understood that 2012 will reveal
many opportunities and issues to be discussed, it is vitally important to begin planning resources
beyond a single vear to improve financial visibility and to proactively grasp and address future
opportunities and challenges. The result Is a recommendation fo support $3.1m in 2011 and to
advise there are requests totalling $3.9m in 2012, which translates into a $27 and a $33 increase
per year, respectively to the average residenfial property in Vaughan, equivalent to a 2.32% and
2.74% tax increase, respectively. A high-level summary of the additional resource request
recommendation is provided in Section 5 of the Attachment and individual requests are located
within the department sections of the Attachment.

Combined Base Budget and Additional Resource Requests

The combined impact of the base budget and the additional resource requests on the average
home for 2011 and 2012 is as follows:

2011 2012
Avg. residential assessment value ¢ 472,368 $ 485,122
Awg. annual residential City tax iner. § 394 § 56.7
Avg residential City tax incr. 3,40% 4.73%

Future Budget Reallocations/Updates

Notwithstanding the due diligence that has been exercised in preparing the budget, there are
components that will require budget updates in the near future. These areas are detailed below:

Harmonized Sales Tax — In December 2009, the Province approved the new Harmonized Sales
Tax (HST) structure which came into effect on July 1st, 2010. Overall, the impact associated with
HST is relatively minor and mosily offsetting, but will require the realignment of a number of
account budgets. To avoid confusion during budget deliberations, HST reallocations will be
applied at a later date in the budget process under a separate report. This is intended to help
decision makers clearly see the true department budget changes, without the complexity of
muliiple account budget reallocations across multiple departments.

New Information — The Draft 2011/2012 Operating Budget is based on information at a point in
time and as the budget process unfolds new information becomes available through deputations,
staff items, or Committee/Council decisions. For example, changes to the capital budget and
associated operating budget implications. Authorized adjustments will be consclidated into a final
proposed operating budget and presented to the Community and Council at a public input
session at the end of the process.

Quick Facts

The following information is provided for quick reference to assist in providing the puB[ic and
Council members with a context within which to assess the Draft 2011/2012 Operating Budget.

{Projected)
2010 2011 2012
Awerage residential assessment $459,367 & 472,368 $ 485,122
Total taxes levied on the average assessed home *** 4,419 4,458 4,515
'City of Vaughan portion (26-27%) 1,160 . 1,199 1,256
City of Vaughan tax adjustment % on total taxes ' ’ 0.9% 1.3%
VHCC Capital Lewy on the avg, home . 22 a1, 42
Reducfion for qualifying seniors - _ 298 ) 308 323
A 1% increase in tha tax rate generates - $1.26m $1.35m $1.43m
Impact of a 1% Increase on the average home $ 1145 § 1160 $ 12.00
Assessment growth (projected) ’ 3.73% 3.17% 2.75%
Tax Rate Increase 3.40% 4.73%

“"increase based only on Vaughan increase



Draft 2011/2012 Operating Budgef Review

The City of Vaughan continues to be subject to many factors that place significant pressures on
the property tax rate. inherent in the annual operating budget process are the normal pressures
of inflation, growth, staffing resources, external contract costs, collective agreements, fluctuating
revenues etc., which are further compounded by expanding service requirements and tax funded
infrastructure renewal cost impacts experienced by a high growth municipality, This situation
presents significant challenges to achieving a balanced budget and maintaining service levels
while minimizing associated tax rate increases and achieving Council's prioritfes. To assist the
public and Council Members with understanding the challenges facing the City and fo assess the
Draft 2011/2012 Operating Budget, the remainder of the report is dedicated to reviewing the
budget in the following components:

Base budgef under the guidelines
Base budget revenues review

Base budget expenditure review

Additional resource reguests

m o 0 o >

Future outlook



A) 2011 and 2012 Base Budget under the Guidelines

Based on the budget guidelines, the City’s Draft 2011 Operating Budget is approximately $214m
reflecting a $1.46m funding increase over 2010, equivalent to a 1.08% tax increase.

The City's Draft 2012 Operating Budget is approximately $223m reflecting a $2.84m funding
increase over 2011, equivalent to a 1.89% tax rate increase.

The above draft operating budgets include an anticipated $2.5m surplus carried forward from
2010 and $2.8m subsidization from the Tax Rate Stabilization Reserve. This is consistent with
prior year Council direction. These figures exclude any budget changes associated with the
recommended additional resource requests. These are discussed later in the report.

For the 2011-12 Budget process, all account budgets remained at prior year budget levels with
the exception of established commitments and pre-defined external pressures as defined by the
approved budget guidelines. In order to check adherence to the guidelines, budget submissions
were verified to ensure there were no other increases or that any budgetary increases, outside
the guidelines, were offset by corresponding decreases in other line items. Through budget
submission reviews and assurances from Commissioners and Directors, there is a very high level

of confidence that approved guidelines were followed.

The Budget Guidelines were designed to restrict expenditure increases and this process has
been successful as demonstrated by a total increase in department expenditures of only 3.6% Iin
2011 and 3.5% in 2012. This equates to a $6.5m year over year increase in departmental
expenses for both 2011 and 2012. Approximately 70-80% of the deparfment increase is
attributable to changes to support the City's workforce and comply with collective and
management agreements. The remaining portion is related to external service contracts,
including increases in snow removal, waste management, utilities, and insurance premiums.
These services are generally contracted, competitively tendered and awarded to the [owest
bidder,

The above adjustments include hase budget reductions directed by management, equating to
$815k. These are:

Budget Saving Initiatives Savings
« Utilizing in-house staff for professional engagements $140k

= [mprovwed energy conservation eflorts $300k
« Efficiencies in ITM communication contracts §75k

» Utilizing contingent funds to phase in the partial impact of fire retention $300k

To assist the committee in assessing the Draft 2011/2012 Base Operating Budgets resulting from
the budget guidelines, the following summary is provided below:



Budget Change Summary

2011 Budget Change 2012 Budget Change
Dept, Expenses per Guidelines $ %  Tax Rate $ % TaxRate
Labour Costs
Volume rolated adiustments
~Gapping 2010 complements 80,000
-Animal control reallocation 649,000
-FY Impact Fire Hall 7-10 375,000
Rate based adjustments
-Fire retention, prog,., & agreement 1,079,300 691,503
-Library market & econ. adj. 647,000 472,720
-Other City Cupe, & Mgmt agreements 2,184,620 2,815,916
-Other City prog./job evals 295,024 484,445
5,310,144 4.2% 3.95% 4,464,584 3.3% 3.12%
Confractual Obligations 774,019 1.4% 0.58% 1,031,329 3.2% 0.72%
Utilities 161,483 2.1% 0.12% 468,326 6.0% 0.33%
Insurance.
Dept. insurance alfocations 367,085 19.1% 0.27% 144,805 6.3% 0.10%
Insurance premiuin & deductible * 507,000 19.1% 0.38% 200,000 B.3% 0.14%
*neulral Impact by resv. offset
Other kems (6BB,740) -2.0% -0.44% 228,928 1.5% 0.16%
Dept. Exp. Change 6530082 3.6%  4.85% | 6,537,972 35% 457%
Dept. Fee & Service Charges 770477 2.3% 0.57% 446,748 1.3% 0.31%
Net Dept. Change {Excl Resv.Trirs) 5,760,505 4.28% 6,091,224 4.26%
Corporate Expenditures
Long Term Debt 3,087862 34.3% 2,29% 1,971,427 16.3% 1.38%
Contingency 487,204 45.5% 0.36% 804,509 516%  0.56%
General Corp Elections (1,290,170) -10.9%  -0.96% (867.000) -8.9% -0.68%
Total Corporate Expenditure Change| 2,284,898 9.0% 1,70% 1,808,936 6.6% 1.27%
Corporate Revenues
Supplemental Taxation 700000 3.8%  0.52% 0 00%
Debenture Payment Reserve 2,037,862 360.7% 1.51% 521427 20.0%  0.36%
Build. Std Continuify Reserve 450,000 225.0% 0.33% 600,000 92.3% 0.42%
Insurance Reserve 507,000 19.1%  0.38% 200,000 6.3%  0.14%
Finance from Capital 240,000 21.6% 0.18% 150,000 11.1% 0.10%
Water & Wastewaler Recovery 200,000 10.0% 0.15% 100,000 4.5% 0.07%
Election Reserve (885,000) -100.0% -0.73% 0 0.0% 0.00%
Planning Reserve (500,000) -100.0%  -0.37% 0 00% 0.00%
Winterization Reserve Phase Out (350,000) -100.0%  -0.26% 0 0.0% 0.00%
Engineering Reserve ' (300,000 -6.7% -0.22% 100,000 24%  0.07%
Other Reserve Withdrawals 25,825 0.6% 0.02% 52,961 12%  0.04%
Provincial Offenses Act (POA) (890,000) -100.0%  -0.66% 0 0 0.00%
Investment Income -0 0.0% 0.00% {500,000) -13.3% -0.35%
Other Compeorate Revenue (69,356) -5.3% -0.06% ° 5615 -2.9% 0.00%
Total Corporate Revenue Change 1,066,431 2.6% 0.79% 1,230,003 25% 0.86%
Net Corporate Impact 1,218,465 5.3% 0.91% 578,933 48% 041%
Net Department & Corporate Impact 6,978,970 3.4% 5.19% 6,670,157 3.1% 4.67%
Less: Assessment Growth (Estimate) 4130432 317% 3.07% 3,825,785 275%  2.68%
Less: POARegional Tax Shift 1,393,268
Total 1,455,270 1.08% 2,844,372 1.99%

A more detalled schedule is provided in the aftachmeanf under Section 2 Major Change Summary




B) Base Budget Revenus Review

As illustrated in the Base Budget Change Summary, 2011 revenues increased $1.8m or 2.5%
from 2010 levels and 2012 revenues increased $1.7m or 2.2% from 2011 levels. These figures
exclude any impact associated with assessment growth and base taxation adjustments. The
primary factors confributing to the increases are as follows:

Supplemental Taxation

2011 increased $700k, returning to pre-economic downturn levels. It is anticipated that
supplemental taxes will plateau over the next few years due to the slow economic recovery and
regional housing capacity allocation restrictions.

Funding from Reserves:

2011 increase of $1.3m:

» The largest component of the increase is related to an Increase in funding from the
debenture reserve. This is due to change in reporting methodology, from a net basis
to more specific account allocations. The debenture payment expense also increased
and when consolidated, the net figure is $9.5m, a $1m increase over 2010 levels.

» Adjustments occurred in the Fleet and Parks reserves as a result of activity,
departmental cost changes, and anticipated growth trends.

¥ A $507k increase in the insurance reserve withdrawal to offset premium allocations.

» The finance from capital budget increased by $240k to better reflect the historical
trend in City’s actual position.

» An in-house study was conducted in 2008 on the cost sharing of administration
activities between the City and Water/Waste Water services. As a result, the
increases in cost recovery are being phased in conservatively over time.

» There is also a $450k increase in the Building Standards reserve, which is actually
neutralized by a reduction in Building Standards revenue and increase in associated
expenses,

» The above increases were offset by the following:
» Decrease in funding from the elections reserve of $9858k, which is fully
offset by a reduction in election expenses, resulting in a net zero impact.

=  Removal of the Planning reserve withdrawal, $500k, as this funding is
not anticipated to occur for the intended purpose of subsidizing Planning
revenues to 100% full cost recovery.

=  Completion of the 2002 winter control contract increase three vear
phase-in. In 2011 the reserve withdrawal is reduced from $350k to $0.

= Engineering reserve withdrawal adjustment based on a revised costlng
of the 3.8% subdivision fee adtivity.

2012 increase of $1.7m:
» $850k in adjustments occurred in the Engineering, Fleet, Building Standards, and CIL

CIL Recreation Land reserves and recoveries from Water/\Waste Water services as a
result of activity, departmental cost changes, and anticipated growth trends.

» $521 increase in funding from the debenture reserve.
A $200k increase in the insurance reserve withdrawal to offset premium allocations.

» The finance from capital budget increased by $150k to reflect the increase in capital
projects and the historical trend in Clty’s actual position.

v



User Fees [ Service Charges
2011 increase of $770k:

5

>

Fire & Rescue Services revenue increased $136k due to projected increases in call
out volume and retail service in the mechanical division.

Clerk's revenue increased approximately $117k, largely due tfo projected volume
increases in licensing and committee of adjustment applications.

Enforcement Services revenue increased approximately $172k due to the planned
implementation of in-house animal control services and associated new revenue

. expected from inter-municipal service agreements with King Township.

Recreation revenues increased by $461k largely due to the climbing demand for
services in the new North Thornhill Community Centre and Vellore aquatics
programmes. This increase Is largely offset by similar expenditure value increases.

Cultural Services revenues increased by $85k due to the transfer of events activities
and associated sponsorship revenue from Corporate Communications. This increase
is met by a corresponding decrease in Corporate Communications.

Public Works revenue increased by $368k due to an increase in the regional WDO
recycling grant based on the tonnage of waste diverted. )

The above increases were offset by the following:

o -Building Standards revenuss decreased $265k reflecting an anticipated drop
in volumes due to regional level capacity issues and slow economic
recovery. The reduction in revenue is neufralized by a corresponding
increase in reserve funding.

o Economic & Business Development revenue decreased $265k as a result of
actions stemming from the recently approved Economic Development
Strategy, the conversion of VBEC to an independent entity and the
elimination of the Tourism Strategy and associated sponsorship revenue.

2012 increase of $447k:

>

>

Clerk's revenus increased approximately $102k, largely due to volume increase in
licensing applications.

Recreation revenues increased by $657k largely due to continuing climbing demand
for services in North Thornhill and the opening of a new fitness centre in the Vellore
Community Center. This increase is largely offset by similar expenditure value
increases.

The above increases were offset by a $366k decrease in Building Standards
revenues reflecting a continued drop In volumes due to regional fevel capacity issues
and slow economic recovery. The reduction in revenus fs neutralized by a
corresponding increase in reserve funding.



Corporate Revenues
2011 decrease of $959k:

¥ The main cause for this decrease is due to the shift of Provincial Offences Act (POA)
revenue to York Region, approximately $890k. The POA revenue shift is intended to
have an overall neutral impact on the City, as the Region will offset the municipal
revenue it will now receive by reducing the regional tax levy by an equivalent amount
in 2011. '

» The remaining halance is related to a 8100k reduction in fines and penalties to better
reflect the historical trend in City's actual position.

2012 decrease of $494k:

» The reduction is the result of a change in investment income allocation methodology
between the operating budget and the various reserve accounts. Beginning in 2012 a
phased in approach will begin to allocate a more representative portion of the
generated investment income fo capital reserves.

Assessment Growth

For 2011 and 2012 assessment growth is estimated at 3.17% and 2.75%, respectively, which
translates inte roughly 3,400-3,800 new homes confributing an additional $4.13m and $3.83m In
new property taxes.

Assessment Growth Trend
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This is somewhat lower than the 2010 3.7% growth figure and the 2012 projection is very
‘reflective of the levels experienced in 2008/2009. Although not specifically allocated, these funds
help offset the increasing service costs associated with community growth. To illustrate this point,
listed below are just a few of the many growth additions planned for the City:

Growth ltem 2011 2012
Road Km 19 18
Sidewalk Km 9.5 9.6
Waste/recycling stops 3300 3300
Streetlights ~ 480 489
Parkland Ha 9 30
Trail Ha 2 3
New City Hall 1

Fire Engines 1 1



All the above additions require funds to operate and maintain service levels. included in the Draft

2011/2012 Operating Budget are the following estimates of major staffing, contract, ulility,
maintenance, and associated renewal costs supporting growth.

Growth Impacts 2011 2012
S Change S Change
Muaj. Expenditure Volume Increases
ARR carry forward 80,000 -
Fire Station 7-10 375,000
Contracts 860,000 583,000
Utilities 101,000 211,000
Recreation 385,000 180,000
LTD- roads program 1,000,000 1,500,000
New facility future replacement cont - 400,000
2,801,000 2,874,000

Maj. Revenue Volume Increases
Recreation {90,000) {285,000)
Other dept. net increases [309,167) 210,299

{299,167} (74,701}
Net Base Budget Growth Impact 2,401,833 2,799,299
Plus growth related ARRs 2,410,000 3,115,000
Less: Assessment Growth {4,130,432){ {3.825,785)
Assessment Shortfall 681,401 2,088,514

As illustrated above, these are some of the budget items associated with growth, which exceed
the amount of additional taxation received through new assessment. This illustrated gap is very
conservative, as It excludes the costs associated with new infrastructure co-funding, other
infrastructure renewal, and associated overhead costs,

User Fees and Cost Recovery

It is important to recognize there is an ongoing balance between funding through a fee for specific
user based services versus funding Clty services through the general tax rate. To the extent there
is a user fee, that fee should be adjusted annually fo reflect changes in the cost of delivering the
service. Otherwise, by default, there would be a requirement to fund cost increases through the

property tax rate.

A concern that revenue might not keep pace was anticipated and as a result the guidelines
included a requirement for all user fees and service charges to be increased in relation to
depariment cost increases and at minimum by the rate of inflation. This exercise is proposing to
reduce the 2011/2012 Operating Budget by approximately $313k in 2011 and $143k in 2012,
which is provided for in contingency until the proposed user fee / service charge increases are
appreved by Council. Separate reports on these topics will be provided for public input and
Council consideration.

Approximately 90% of the City's user fess are generated by the following 5 areas:
+ Recreation
- Building Standards
Planning and Committee of Adjustment {COA)
Enforcement Services
Licensing



As a result, the majority of the above departments have conducted various fee studies. Some
studies resulted from legisiative requirements and others were staff-initiated in-depth studies,
resulting in the development of cost recovery policies, principals, and targets endorsed by
Council. Detailed helow is a summary of department and estimated full cost recovery ratios for

these areas:

Building Building
pepartiment Budgeted Recovery Enforcement Standards | Standards
(Figuresin Thousands) Recreation | Licensing | Services | Planning | COA (OBCG) {Non-QBC)
2011 Dept Budget Recovory
Rewnues § 17.382)¢ 93|~ § 19975 2432|% 42| 3% 8156 % 392
Expenditures § 18,6521 9% 600 $ 4534}1% 2,764]5 540 $ 5502]8 656
Subsldy/{Sumplus} $ 1,269 § {364} $ 2,538|$ 33218 138 5 (2,564)] 5 264
Dapt Budget Recovery Ratio 93% 161% 44% 8B8% 74%; 146% 60%
2012 Dept Budgef Recovory
Rewenues 5 18,028| % 1082|* § 1,997} % 2485|% 402%™ % 8,389 | § 392
Expenditures $ 1807B]% £25 $ 4729|% 2888]% 557 $ 5814|535 682
Subsidy/(Surplus) $ 1,039 | $ (457) $ 2732)% 403 | % 154 $ [2,579)] % 290
Dept Budge! Racowvery Ratio 95%; I73% 42% 86% 72% 144% 57%)
2010 Budget recovery Ratio 94% 158% 43% 95% 70% 161% 53%
Full Cost Estimate {ABC Modal)
2011 Fulf Cost Recovery Ratio 44% &7% 48% 49% 42% 100% 31%
Subsldy/(Surplus} 5 22,184 | % 482 $ 2188|% 252fF oS¢ $ 2|% 873
2012 Full Cost Recovery Ratlo 44% 72% 48%; 48% 41% 100% 31%
Subsldy/{Surplus) o 2262113 424 § 23251 % 2,688]% 591 $ 191 % 879
2010 Budget Full Cost Recovery Ratio 44% 73%) 42% 45% 41% 100% 28%
Policy Recovery Geal 95% 100% 100% 100% 100%
Dept. Cast | Full Cost Full Cost | Full Cost Full Cost

* Enforcement revenues no longer includes POA revenues. 2010 ratio adjusted for comparisen purposes,
**  Building $tandards revenues include a $650,000 draw from Building Standards Continuity Reserve in 2011 and $1,250,000 in 2012,
*** Recreation Bullding & Facllity costs approdmately$15.3Min 2011 and $15.8Min 2012,

As illustrated above, most areas are recovering more than 70% of their depariment budgets.

Building Standards continues to maintain a 100% building code full cost recovery target
in 2011 and 2012 with a draw from the Building Standards Service Continuity Reserve in
anticlpation of lower volumes created by regional level capacity issues and slow
economic recovery,

Licensing also continues to achieve their target of recovering business licensing full costs
in 2011 & 2012. It should be noted, the department full cost recovery illustrated is lower
than 100% due to a portion of the department being devoted to risk management and
some licensing fee resfrictions are applied to lottery, livestock, and other licenses.

Recreation is planning to recover 93% of their departmental costs, slightly lower than last
year due to the impacts of HST on product demand. 2012 ustrates a 95% recovery,
which is in line with their policy target.

Enforcement Services recovery has dropped from 64% to a low 40% figure, largely due
to the shifting of Provincial Offenses Act (POA) revenue to the Region, as discussed in
an earlier section of this report. However, adjusted comparisons illustrate the revised
recovery ratios are relatively stable for 2011 and 2012. The recovery ratio Is anticipated
to improve over time with the implementation of the Administration Monetary Penalties
initiative which is intended to streamline the process and improve City collection efforts. It
should be noted, that a recovery policy is not in place for enforcement services, as this
service [s driven by compliance.



» Planning and COA revenues are falling significantly short of achieving the goal of full cost
recovery, and falling slightly under department cost recover at almost 90% for Planning
and mid 70% for COA. Fee increases are planned for 2011 and 2012, but they are
intended to maintain or slighfly improve recovery levels. The recovery shortfall is largely a
result of declining application volumes caused by the slow economic recovery and
housing capacity allocation restrictions. Moving forward, a discussion on the actions and
timing to achieve the target or target reassessment is necessary.

As demonstrated above, most areas are recovering a large portion of their budgeted department
costs and a significant portion of full costs. In addition, various benchmarking comparisons have
been performed by departments and external consultants indicating Vaughan's recovery targets
are on-par or better than neighbouring municipalities. This is another indication of the City
managing its finances in & prudent manner.



C) Base Budget Expenditure Review

As illustrated in the Revenue and Expense Summary in Section 1 of the Attachment, total
expenditures increased $8.8m in 2011 and $8.3m in 2012. The primary factors contributing to the
increase in City expenditures are as follows;

Departmental Expenditures

2011 increase of $6.53m, including the $672k Library Board increase:

This represents an increase of 3.6% over the 2010 departmental budget, and largely due to the
following items:

> Of the total departmental budget increase, approximately 80% or $5.3m is related to

P

changes to support the City's workforce. In addition to cost of living increases,
approximately $3.3m, the following increases occurred:

= $375k increase for the ful-year impact of station 7-10 firefighters.

= $350k increase to top up the funding required for the implementation of 3/6/9 fire
retention. This increase is being phased in over time with a declining offsetting
balance spread over 2 years.

»  $650k Increase for staffing to perform animal control in-house. This cost is offset
by a similar reduction in related contract costs.

= The remaining balance is related to progressions, job-evaluations part-time
surveys, market adjustments efc. Approximately $100k is related to increases in
the Library due to a 2010 management market survey.

The second largest component of the department expenditure budget increase is related
to pressures from contract services {($774k} and utilities ($161k). These increases are
typically the result of increasing demands on services due to growth and industry price
obligations. Overall, contract service lines increased by 1.4% and are mainly related to
waste management, winter control, ITM services, parks maintenance, etc. This figure is
understated when compared to historical trends due to a $700 reallocation of funds
between contracts and labour accounts to perform in-house animal confrol services.
Utilities increased 2.1%, which is much less than anticipated due to a $360k savings in
the natural gas budget resulting from energy conservation efforts.

Insurance expense premiums and planned deductibles increased by $507k or 19% as a
result of recent negotiations and are related to an increase in facilities and shared use
facilities. In line with the above, allocations to departments increased $387k; the
remaining balance is associated with corporate requirements. The above is offset by a
reserve transfer netting the overall Cily budget adjustment to $507Kk.

The remaining balance is related to reductions in the base budget by management
These are mainly:

Budget Saving Initiatives Savings

Utilizing in-house staff for professional engagements 5140k
Utilizing contingent funds to phase in the partial impact of fire retention 5300k
Economic Development 5100k

S540k

Excludes the following budget savings captured in previous labour/contract sectlons

Improved energy conservation efforts $300k
Efficlencies in ITM communication contracts §75k



2012 increase of $6.54m, including the $493K Library Board increase.;

This represents an increase of 3.5% over the 2011 departmental budget, and largely due to the
following items:

» Of the total departmental budget increase, approximately 68% or $4.5m is related to
changes to support the City’s workforce. The majority of the increase in related to regular
cost of living increases. This increase is elevated over 2011 figures as the effective rate
increases from 2.65% to 4.02%. In addition, benefit rates increased from 25.5% to 26%
due o pressures on OMERS contributions and increasing El and CPP thresho]ds A
small portion is also related to staff experience progressions.

» The second largest component of the department expenditure budget increase is related
to pressures from contract services ($1m) and utilities {$470k). These increases are
typically the result of increasing demands on services due to growth and industry price
obligations. Overall contract service lines increased 3.2% and are mainly related to waste
management, winter control, ITM services, parks maintenance, etc. Utilities increased
6%, due to associated price and volume increases. These figures are higher than the
previous year increases as they are not masked by the reallocation of animal control
service contract funds or reductions in natural gas due to conservation efforts, which
occurred in 2011.

> Insurance expense premiums and planned deductibles increased by $200k or 6.3% as a
result of recent negotiations and are related to an increase in facilities and premium
adjustments. In line with the above, allocations to departments increased $145k: the
remalning balance is associated with corporate requirements. The above is offset by a
reserve transfer netting the overall City budget adjustment to $200k,

Corporate Expenditures

Corporate expenditures contributed to the remaining City expenditure increase, 2011 $2.28m and
2012 $1.81m. This represents an increase of 9.0% and 6.6% for 2011 and 2012, respectively.
Explanations for the budget increase are as follows:

2011 increase of $2.28m:

Corporate and election expenses decreased by $1.3m, mainly as a result of the $985k
budget removal for funds to administer the 2010 municipal election. This cost is fully funded
by a transfer from the election reserve and therefore results in a net neutral budget Impact. A
$500k increase is also experienced in corporate labour savings to phase in increases over 2
years to better reflect the historical turnover rate. The above reductions in corporate
expenses are partially offset by increases in corporate insurance and a $100k increass in the
election reserve contribution to meet fulure election expenses, as approved by Council.
Increases were also experienced in other minor accounts i.e. bank charges, etc.

The repayment of long term debt increased by $3.1m for debt previously issued primarily to
fund major road projects. In part, a significant portion of the increase is due to a change in
reporting methodology from a net basis to more specific account allocations. The debenture
reserve also increased, and when combined, the net figure is $9.5m, $1.0m higher than 2010
levels.

A 3487k expenditure increase is also experienced in the City's contingency account and
relates to future negofiations and certain foreseeable events i.e. fee increases, corp.
reorganizations, etc. Once the outcomes of these events are determined, balances will be
reallocated to the appropriate department budgets.



2012 increase of $1.81m:

» Corporate and election expenses decreased by $1m, mainly as a result of the $1m budget
removal for City Hall funding, which reverts to LTD to fund related City Hall debenture
payments issued in the fall of 2011. Corporate labour savings increased another $500k, the
final year phase-in, to better reflect the historical turnover rate. The above reductions in
corporate expenses were partially offset by a $400k increase in infrastructure contributions,
as per policy, refated to North Thornhill, Station 7-10, and fitness centre expansions. Minor
increases were also experienced in other accounts i.e. tax adjustments, bank charges, joint
services etc.

» The repayment of long term debt increased by $2.0m for debt intended to be issued in 2011
primarily to fund major road projects. The debenture reserve also increased and when
combined, the net figure is $11m, $1.5m higher than 2011 levels.

* An $805k expenditure increase is alsc experienced in the City's contingency account and
relates io anticipated negotiations and certain foreseeable events i.e. fee increases, corp.
reorganizations, etc. Once the ouicomes of these events are determined, balances will be
reallocated to the appropriate department budgets.

Expenditure Review — Degree of Flexibility

To assist Council in assessing the base budget, the following summary illustrates how the City's
expenses are allocated to major expense types:

| 2011 2012 |
% of
Base Totai Cumutative Base % of Total Cumulative

Operating Expenditures Budget (§) Budget (%) Budget (3} Budget {%)
Salaries and Benefits 119,829,743 55,9% 55.92%] 123,794,327 55.6% 55.61%
Service Céntrar.‘ts 31,135,217 14.5% 70.46%| 32,128,024 14,4% 70.04%
Long Term Debt 11,646,528 5.4% 75.88%) 13,476,518 6.1% 76.09%
Reserve Contributions 10,766,379 5.0% 80.92%| 10,657,816 4.8% 80.88%
Malntenance/Materials 8,448,652 3.9% 84.86%| 8,518,636 3.8% 84.71%
Utilities & Fuel 7,966,337 3.7% 88.58%| 8,436,977 3.8% 88.50%
Capital from Taxation 6,629,522 3.1% 91.67%) 6,629,522 3.0% 91.48%
Insurance Expenses 3,147,000 1.5% 93.14%| 3,347,000 1.5% 92.58%
Professional Fees (incl. OMB) 2,275,982 1.1% 94.20%| 2,276,985 1.0% 94.00%
Contingency 1,559,066 0.7% 94.93%| 2,363,575 1.1% 95.06%
Sundry 1,400,000 0.7% 95.58%] 1,450,000 0.7% 95.72%
All Other 9,465,875 4.4% 100.00%] 9,537,829 4.3% 100.00%
Total Base Budget Expenditures 214,270,301 100.0% - 222,617,209 100.0% —

The summary above illustrates that the City has limited flexibility in any given year to significantly
alter the City's cost structure in the short term. More than 75% of the costs are committed through
collective agreements, service contracts, and financing arrangements. Other reductions will
impact the maintenance and repair of the City’s infrastructure.



Considering Factors Other Than CPIl When Assessing the Budget

When assessing the Draft 2011/2012 Operating Budget, it is very important to put municipal cost
increases info perspective, It is very common for residents to gauge a municipality’s performance
against the Consumer’s Price Index (CPI), but there are 2 inherent pitfalls with this comparison.

. 1. Inflation rates try to capture cost increases and do not incorporate other non-cost related
factors associated with a municipality such as growth, infrastructure repair, new services or
initiatives, legislative requirements, revenue fluctuations, etc. These items are in addition to
cost increases and would not be included in an infiation rate such as the Consumer Price
Index (CPI), much the same way as CP| would not be a reasonable predictor of increasing
household expenses if the size of the family increased.

2. CPI is intended to measure the cost increases experienced by the typical Canadian
household and includes retail items such as food, clothing, entertainment and other
household purchases. Unlike an average Canadian household, municipal expenses are very
labour, contract, and material intensive. Therefore, there is not a strong relationship
between CPl and munlcipal budget increases. In addition to CP), there are other indices
available, which are specific and better suited to gauge the price increases associated with
municipal spending components (i.e. public sector collective bargaining setilement trends,
machinery and equipment index, non-residential construction index, MTO tender price index,
etc). An alternative approach would be using a municipal price index (MPI) based on applying
relevant indices/indicators to the weighting of major expense categories. Using this approach,
Vaughan’s composite municipal price index, uiilizing the expenditure structure illustrated in
the above section, would be more inline with the table below.

Component % of Infiation Source Weighted
Budget Figure Awerage
Salaries and Benefits 54.0% 3.0% Ministry of Labour - Aprl 2010 1.6%
Contracts and Materials 18.0% 6.5% Awerage Historical Increase (budget) 1.2%
Utifities and Fuel 3.0% 6.7% Stat's Can. Nov. 2010 - Energy CPI 0.2%
Capital Funding 8.0% 1.2% Construction Price Index - Sept. 0.1%
All Other 16.0% 1.4% Core Inflation - Nov. 2010 0.2%
100.0% 3.4%

Consideration must be given to all factors when assessing the budget and associated tax
increases. It is important to note the City's total department and overall City expenses include
growth impacts, which are not included in the above municipal price index. This clearly
demonstrates Vaughan’s solld and eflective financial management, as stripping growth
components from Vaughan's expenditure increase would yield cost increases below the
above illustrated guide. Adding a 3.17% growth component to the municipal index would
increase the percentage guide to 6.5%. Total City expenditure increases are beating the MPI
adjusted percentage guide; clearly illustrating Vaughan is managing its flnances within
industry ranges and providing the tax payer with value.

Notfe: The Vaughan’s Municipal Price Index (MPI) has increased over the 2010 index, 2.21%,
due to increases in the salary & benefit, utilities and fuel, and construction cost sectors. This
is a positive indication the economy is returning to historical activity levels.



D) Consideration of Additional Resource Requests

As indicated earlier in this report, the budget guidelines were complimented by a process that
allowed departments to formally submit requests for essential resources not permitted by the
budget guidelines for the Finance and Administration Committee and Council consideration. As a
result, depariments submitted over 90 additional resource requests with a total cost of over
$10.7m spread over 2011 and 2012. This figure includes the Library Board’s additional resource

requests totalling $911k.

Demonstrating respect for the tax payer's dollar and recognizing the challenge of balancing
requests for additional resources with limited funding resources, SMT initiated a process, which
included developing a Director's working group, to priotitize and review additional resource
requests, All additional resource requests were evaluated based on their merits and the following

criteria:

> Mitigating municipal risk;

»  Municipal value;

» Maintaining service levels;

» Achieving the Vaughan Vision initiatives, etc.

After considerable deliberation and review, SMT has finalized a recommended Additional
Resource listing for consideration by the Finance and Administration Committee, The process
infuses a high degree of objectivity and transparency, of which the end result is a more realistic
and responsible list of additional resource requests based on a blend of associated municipal risk
exposure, service levels, and the Vaughan Vision initiatives. It should be noted, that included in
the list are intenal funding offsets amounting to $990k for 2011 and $518k for 2012,
demonstrating staff's ability to redirect existing resources. This provides another example of the
City managing its finances in a prudent manner. It also includes $1.5m in 2011 and $2.8m in
2012 to support Vaughan's Vision and associated master plans, initiatives and strategies.
Although 2013 is not part of the Draft 2011/2012 Operating Budget, items deferred beyond 2012
will be considered during next year's process for the years 2013 and 2014. This information is
important, as it provides added visibility to our community stakeholders and decision makers,
Additional information on the 2011 & 2012 requests are provided in the 2011/2012 Operating
Budget Package attachment:

> Section A - Complete list of additional resource requests
¥ Dept. Sections — Recommended additional resource request business cases

The tables below illustrate a high-level summary of SMT's ARR review.



SMT ARR Review vs. Submission Summary

Millions

2011 2012

% Submitted & SMT

SMT Addifional Resource Requests by Year by Commission

2,000,000
1,750,000
1,500,000
1,250,000
1,000,000
750,000
500,000
250,000

2011 2012
% City Manager W Planning ® Comm, Services MEng. & PW

EETD H Finance El Legal & Adm. Library




"Ue|d JB]SE B IO/PUE (Z0Z WOMTA VEUBNEA 01 YUl INaNp B i HYY UE SSIBDIPU| UWN|0D S u) BLY ¥9aus v

TN
PRpunoy |%TEE wes] Jusuebeuel Jolues Af papuauRrU0da)y MNY 01 61 ISEAIOU] e |
9580° L asealoul JeBpng oseg LLOZ
%0¥'E (F15'6be'1$=%1) aspasnu| xe) |mo )
coL'okL %282 SI8ZL'E  |lLib'6SL) |isze'oen't) | evz'toe'y [£02k | v weo | jualuabieue i 10)usg Aq papUSUALODBY S JO 101
(000'08) [%0VE  [%B0'0 | QI8TLL'E | 000GL - 000°SL - - AaAIng UsiebeblT tez) aurf-uo Buriueld 9j5siRiig] A te
(000°61) [%¥EE |%E00 | GIBLE0E | QOO'SE (G00G1) 00008 - - 8]epd] Ueld a1BalEng 0208 oIS BulE[ SBaENS| | 08
(00S'9]  [%IEE [%I00 |SIHZ00C | 66088 - 66588 001 ! JOIRUIPI0GY) SIUSAT (B[R0S aINjing UoREeIsEY [if4
(000709} |%SeE |%b00 | SlZpiee | 00005 (0005} 000G/ - - WEIB0/d " Wes WSO g AllSIeNd aining wopesided| A |82
698'09! [Blet ~ [%610T |Gl 798¢ | LZFpY [ZLUE5)) - 8PAELL | 21D F4 {paddeS} je15 34u37 S59Ud D3 BIofRA mjng uojjesingy 2
- %0E'E (%800 | SPLBFBE | E6E 0L - £6EP0L [ 00C Z ( siojeJadp Juadink Z T mai UB[g| SPEOY { Md 9z
690l [%ZL'E |%80'0 |[1LSE'SviE | ave B0l - GE'R0L | 00°) 3 Jospuadng speoy SPEOY / Md 52
(8a6) %P0'C  1%400 |908°989%C | 19828 - 188'79 0oL 1 19Ang Sacies Bulselong vz
- %862 %S00 | SPE'BPST | ¥eG O - ¥ES0L 81 Z seafoidwg [euoseag duis], z sdQ sxred £2
G0l %e6C (%00 | LIWWBIVE {992°16 - 886 [h)} ! {(SInAioRIcH) UosIadaI0 JuEjSISSyY SAQ SYied 74
Z6¢6  |%582 [%E00 |€c90dce |OL2 oy (9£1°001) | 98E's¥l ({G0G e SIUEPUSYY Hed ¢ sdg swed X3
EELY  [%e8C %S00 |ELVGECZ | GIDA0 - GRE 29 00t 2 WBID ME S30AIBE [EbaT og
(B8t el [7llC |%Z00 {G257922 | Prroe 0zezyy) | vagert (00 3 19BUOD FNO JehmeT] Jojuny| saoniag jebey| ~ | 61
155'e [%&LZ  |%I0°0 1580'/EZ'C | 88966 - 285’66 00t ! 109102 Bjeq asudislu3| Jus Wwebeuey Yoa1 ¢ ol 2l
186 [%9C |%{00 {96L4EL'C | 98966 - 83566 wE L 1SAEIY AUNGos WLi| Tismebeus yIal 8 ol Il
- %092 [%wl00  |80£280'2 | ooo'sl - 000°GL - SPIEMY UCHIUB035Y SE0INosay UEWny| + | 01
82821 |%65C  [|%I00 |80E'za0¢T | GiE 68 - SIE68 oot 2 JE|B[osASAG( '3 BUpES | S80IN0S3Y UBWAH| » | 5l
bo2'e  |%eSC  [%E00 [EE6ce6 L | SLESK (S6S'EE) 206'84 050 3 {AUGD) 12} JOTBU|PIGDY) PIENS BUISS0ID) S00IN050y UBLUNH ¥l
- _qxemv.n %¥0'0 | L2o'z88'L | 00D'0% - 00005 - - ASAING Justuabebuy - sea]J0ig SA0IN0SSY UBWAH| # | ©F
B %er'e  |%b00 | 1e92eR’) [#ioeg (000°GZ) V29°L8 0n't L UEjoJULoe ] aojudA ASUsBISWIR - J[UBDSA| S800ueS anosoy § Vil [4}
(00z°0V) [%iFre  [%LZ0C | ov60aLT | 972656 - ovl’'856 {000V |Ob {deQ ¢ ¢ 44 9] oI eUbug £ Seommdg andsod g oid| »| L1
2eSL  [%69T |%800 {1DZ1eg | eve el - BYEGL [y L juesISSY eMIES|UpY)  Seojales bupesubum i}
18ge2 _{%m._. |%600  {tog'sps | Z255el - i25'6Z1  [00°E ] Buinasu|Bug Jjjfel). jo Jebeusy $o0WIAE Bupsaubug [
20SZ ~ |%VST [%90C | 926023 | BE603 - 88608 ao'l b 1390 splepuejs Apadold| SIOMNISE JUSWEHI0NS [
Z6ZV  (%BP'L  |%EOQ | GELEEs | €BVeE {000'SY) E6V VR 00°L ! 19010 prel JusWwadoiux BUjSUsD)| €99iAISS JUSWIB0I0)S L
8812 {%SPL  [%900 JtPEEEF | elval - BAY'GL i1 L JOBUIPID0]) (DIEa5ay ABQ053| ~| 0
[000TE] {%6ET |%c00 | WZEBi¥ | 00008 - 000°08 - - wiesiold spiemy ublsag ueqin|  buiulield yuawdoPasg g
26B'E  |%LE1  [%B00 [1/€0AE | 6vo el - BreER 00'l I 1je]s SGoe[@1 oang W0y SRIGding ¥
6L |%ITT  |%800 |22LG0E | SVBOLF - SpEOLE_[00) |1 Josiadng [EoIURSEN|  seniioed g sbuping] | &
8652 |%ez’l [%00 [BZLP6E | BBLGOk - 882001 | 001 I =AY 186png dd 3 Bupetpng] ~ 1z
(ar1's] %SV |%I00 | secch 8BE'EH - BBEE6 |88 z sanjejuesaiday) SOIBG USzZR0 ueyBnep, ss300y 1
: joeduiIoBpng|
00 [%807} %000 - - 016 ER) L6ty 1£°0 L ('auog L) yi9;) Bupd =34 [
268’4 [%80L  [%000 - - (6v1'64) 6v2'6L - L ('AUD3 1981000 JORUIRIG0Y AlIGetEISnS UEISng eaug| A1 2y
- %80l [5%000 - - bb2'28)  |¥PZ268 [O0L ! JO1550SU] Sa0iAIaG [EGIOlNg|  S60AIeg BUISOUBLS| v
- %80°L %000 - - (/08101 | 206701 | 00'L L (9BAu0D;] 155 HU3 U5 OLL Aemang eujpeds ‘BUF'dsEl] JA9G &
£06'9  |%80'} o000 - - (6v2'E0L) | 6pBE0L [ OD') I 0D USUIPAS UoJSCIT1I8GSY Sa9lAJag [EdPIUN| bugdsuel fAsa W
AEC'ZL %8071 [%00°0 - - (8600} [ 860601 | 0071 1 JBBEUER 10el0)d / SSBUISNY B30BUL | SI0IAISS EoWel) AN o
(526)  |%80°L  [%000 - - (11'68} L'es o0l L QisidALYIea L SpiepuE)s Buig|ing Y
20ty [%80°T %0070 - - (0ages} 095°cg | O0°1L 1 (BUIGZ) Jaujwizrg sued | SpIRpUES Bujping| 57
i ) J980W] Jebpng o197
%B80°L  |%80°) asealou| Jabpng aseq L10Z
Jordw) *1au| U %, | sbueyn abueyn Buiddesy [SERTTS) 1500 ETEN EIEEEE uondirosag Wswuedagq zZ| &
ZH0Z | % SRy (Qley xel1eN § wng |19bpng LL0Z enuy e LLoZ| Jogu @
¥E, Ny =

SUCHEPUBIUGI oY Wes | JUANOBEUE J0jU5S

sysanbay 224n0sey [EUCIIPPY LLOZ



"uejd 10)SeiN £ 10/puE 0Z0Z UOISIA URYENERA 0F UI| 103410 B Yl MYV UP SBJES(DUJ LIWNIDD SIY)uj e HoSUS

L IIN
' wea |, Jusurafieuely Jojuag Aq poziufioasy Sy 01 NP BSRAIIN Xe ),
o666 asealou} __.mm_u:m esed zLroz
U%LLy (esi'szr'L$=%1) esealou) xe L €30 L
{1.£2'90) %bL'T 6vs'zle's  |(656've)  [(boi'ele) [sce'coby [seey Joo wea ), Juaabeuey Jojusg Aq paZuBiosedl SUMY 4O RJO L
(00s'9)  [wesvy  |%s00 6PS'ZI6'E | Lev'0LL - L6+'0LL 00°L 1 Jospuadng sjuaag _m_omnw_ [Ny uojesiiay 0e
- %G9F  [%iL0 | 250°208'€ | coo'ose - 000'052 - Bulisy caoy SPEOYIMd BE
(0FL) %lvy %S00 | 260'255°E | €SPIL - €S 1L o0l 1 uoljisad [edfuyoal Is S80AISS BUISEUDIN gL
- e v |%e00 | YOBUBYE |tzley - gLty - SBUUOB Mdd MOUS MEM3DIS - 549 500 syEd Il
= %0FY  1%20'0 18e'lev'e | J9z'se - 2192'5E L9) Z soako|dw3 [eucseag dwa ) sdQ) syled a9l
- %iey %200 rlo'zor'e | oZlee - [N - Uof0a101e Jamod DUISeLoINd 80IN0say] Emwm_nn_ A1 5L
85E'9  |%SE'v  |%E00 | #6F'0LEE | SEETE (GS6'PE) - 01669 080 ! paddeb (03] Js|iej0ads Jolid E[pai3 AleJar) [
(0ov'e)  [%ee? |%el'0 | B6EGGEEs | Gergol - 9Ey'GaL 00 14 0jeupIo0s) B jsileprad S Asbullea 580IN0saY UBunH| » | £1
{002'L) [%lzv (%200 yoL'0LL'E | LVETROL - Lpeel 004 L JOULEH WM sednosay uewny| » |zl
oe'oL) %rlv [0zt 292'990'e | GLO'LLLT) - SL0'LLLL | 0002 Qe Hes ¢ 34 91.) MauD eubug - g/ Uonelg| saosg addl A1 11
- %¥6Z |%LL'0 | BvLGEEL | LOL¥EL - L8L%EL |[00e [ siojessd UOREIIGNIIWIC)| S89)AJ0S enosSaY % odld| | O
733 %ERZ  |%¥00  |ome'00z’L | ZeveT - 28’00 0oL 1 uejniuyoa] spjell | seojates Bupsaulbtg 6
229 %62 %900 [ 0082rlT | ¢oeve - 2988 o'k 1 IsAleuy opjerl] — saojuag Bupseujbug 8
(ve5'2) |%ELT  [%90°0 2£9'280°) | 9.¢°06 - 3.F'06 0o’} L JaoY10) splepuelg Aradold S8oEg JUSLLIBIoIT /A
- %L9C [%90°0 281'496 £46°18 - £16'18 00°L L JasyQ justudolaaag ssauisng Asgodd| ~{9
(Lig'2) |%19Z [%E0D 685'629 IeLLy {000'0e} LEL'ID 'L I JURYEISSY [BOUIID "Buz "dsuel] ‘asQ S
(OV'2L) [9%262 [%L¥0 | zZoe'1e8 | 08F6iS - ogr'els [ 000 9 e 10equod meirey meAg Buuoz Buuueld aeal AT
(0007)  [%ZrZ %000 ([eieese | tegig - 16578 a0l 1 U0A[S0d B JUSiuo) G54 wiwo) ajeiodio) 3
961'S  |%LLC [%G00 {18.POL | 66089 - 66089 |00 ¢ -110|e18dQ RINES DA DD BI0[GR| Seniioe 7 seuiping| |z
(o00's)  [%8Gz [%I00 | evios £p2°96 - £72°86 g€} z SOA[EJUBEaId9Y S0IAaS USZNlS UeuybneE), S5000Y T
- ) - Joed) Jabpng
085 %66°L (%000 - - (68L781) |68L¢8l |Q0e C wea| ubisad eyden S30IMSS Bulsaubul W
- %661 [%%00°0 - - (LbLL0L) rlLoL Q'L | JabeUEy 1091044 §30IM9g DupaaulBuz £y
000'8)  {%66'T [%00°0 - - (ZzL's0t)  [zev'soL {00l I UOHSD 19BLUOD JCI0adS0] "IWniy DL, "BUg dsueiL jasQ P
(00Z'0L) [%66'Y |%00°0 ~ - (Loy's0t) [ 10F'90L 001 3 JOIBUIPIOD NQL “Bug dsuel] ‘aag 2]
: ) Joedui| Jabpny 015z
%66'L  [%66°L aseasou yaiipng eseg z10z
Joedwy uoul | udup Y, | abueyn sbueyy Suddes) SEL] T 1509 314 | suojsod uonduosaq ualgedad Zl #
€102 | % =Ry 918y XeLf 18N $ wng |1e6png Z10T [enuiry 119N ZL0Z| Jo# @
2] wno -

sisanboy avinosay leuoiippy ZLOZ

PazIubed 9y WEo [, JUs dBELBR JOIUSS




E) Future Outloak

As mentioned in the opening paragraph, the City of Vaughan continues to be subjected to the
many factors that put significant pressures on the property tax rate. The impacts of these
pressures are often permanent and therefore require long-term funding selutions to ensure public
services are sustainable in the future.

To illustrate these pressures, a 5 year outlock is provided below, built on the draft two year
budget plus a thres year preliminary outlock based on general assumptions and trends. The
intent of this section is to incorporate a future focus and provide decision makers and citizens with
more certainty about the direction of City services, finances, and tax levels. It is also important to
consider that deferring costs to the following year will only magnify the anticipated pressures; this
is particularity the case for 2013-2015, which will see the addition of two libraries, the Carville
Community Centre, a fire engine for station 7-8, additional parkland, etc. The City’s Financial
Master Plan is scheduled for mid-year 2011, which will provide greater depth on these figures,
policy recommendations, and further discussion regarding the City's infrastructure.

Infrastructure Funding

The prevailing theme throughout the long-range financial planning process was that infrastructure
repiacement is significantly under funded and an infrastructure funding strategy is essential to
begin addressing the backlog of unfunded projects and future infrastructure requirements. This
challenge and funding strategies were presented to Council in prior years.

Historically, the City of Vaughan and other municipalities in Ontario were not required to budget
for amortization expense based on historical costs in annual budgets, but have rather budgeted
for contributions to reserves and capital expenses based on analysis of short-term and long-term
replacement cost, and affordability to the taxpayer. However, recent regulation now requires that
municipal staff prepare a report on the differences between contribution and amortization
expenses. This difference is not incorporated In the financial outlook, but as noted in the report
*Impact of Budgeting for Amortization and Post-Employment Expenses”, which was provided to
Council September 2010, funding these future-oriented expenses will impact tax rate and user

fees,

5 Year Outlook
(2 Year Draft Budget + 3 Year Preliminary Forecast)
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Relationship to Vaughan Vislon 2020

The Draft 2011/2012 Operating Budget is the process to allocate and approve the resources
necessary to continue operations and implement Council’s approved plans.

Regional Implications

There are no Regional implications associated with this report.

Conclusion

The City of Vaughan is becoming increasingly more sophisticated with each passing year and
there is a need to broaden the budget horizon and unveil the future, The implementation of multi-
year budgets will provide decision makers with added foresight and ability to proactively grasp
future opporiunities, address future challenges, and reduce blind spots by understanding the
longer-term financial implications of present and past decisions. This is a very strategic approach
intended to plan where the City’s future resources should be focused to best support the City and
generate public value.

The City has followed a very thorough process to minimize any tax increase while maintaining
levels of service and meeting regulatory requirements. Very tight budget guidelines, approved by
Councill, were jssued to all depariments limiting increases to established commitments and pre-
defined external pressures. In addition to the strict base budget guidelines, a number of additional
resource requests were put forward by depariments to maintain service levels, comply with
regulatory requirements, and implement new initiatives. The Directors' Working Group and then
Senior Management spent a considerable amount of time reviewing the operating base budget
and prioritizing resource requests in order to develop a realistic and responsible financial plan for
2011 and 2012,

The resulting outcome of above efforts is iliustrated below in the building the budget diagram.

BUILDING THE BUDGET
Components 2011 2012
Tax Rate Incr.  S(m) Tax Rate Incr.  $(m)
Base Budget 1.08% 1.46 1.99% 2.84
ARR 2.32% 3.11 2.74% 3.91
Subtotal 3.90% 4.57 4.73% 6.75
Hospital Levy 1.36% 1.83 1.36% 194

Grand Total 4,76% 6.40 6.09% 8.69




Attachments

Attachment —~ 2011/2012 Operating Budget Package (Avallable in the Clerk’s Department)

Report prepared by:

Clayton Harris, CA
City Manager
Ext. 8290

Barbara Cribbett, CMA
Commissioner of Finance/Clty Treasurer
Ext. B475

John Henry, CMA
Director of Budgeting & Financial Planning
Ext. 8348

Ursula B’Angelo, CGA
Manager, Operating Budget & Activity Costing
Ext 8401

Respectfully submitted,

ClayterrD. Harris; CA
City Manager

Bdrbara Cribbeit, CMA
Commissioner of Finance/City Treasurer

obf Henry, CMA ¢
frector of Budgeting & Finang

BFlanning
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