Mike Mayes, Director

Financial Services
‘ ] TOWN OF NEWMARKET
395 Mulock Drive www.newmarkst.ca

Newma rke't P.O. Box 328 info@newmarket.ca
Newmarket, ON L3Y 4X7 905.885.5193

May 86, 2015
CORPORATE SERVICES REPORT - FINANCIAL SERVICES-2015-30

TO: Mayor Tony Van Bynen and Members of Council
Committee of the Whole

SUBJECT: 2015 Reserves & Reserve Funds Budget

ORIGIN: Senior Financial Analyst

RECOMMENDATION

THAT Corporate Services Report - Financial Services - 2015-30 dated May 6, 2015
regarding 2015 Reserves & Reserve Funds Budget be received and the following
recommendation be adopted.:

THAT the projected revenues for the 2015 Reserves and Reserve Funds Budget, as
set out in the attachment, be approved.

COMMENTS

Purpose
The purpose of this report is to seek Council approval of the projected 2015 Reserves and

Reserve Funds Budget.

Budget Impact

This report has no direct impact on the operating and capital budgets for which the transfers
have been previously approved.

Summary

The 2015 budgeted revenues for reserves and reserve funds, including obligatory reserve
funds, are $28.2 million. They include $18.7 million in transfers from the operating budget, $2.3
million from the gas tax grant, and $4.6 million in Development Charges.

The projected December 31, 2015 balance of the reserves and reserve funds is a decrease of
$35.4 million from the beginning of the year. This is mainly due to a) $9.8 million loan to capital
for streetlights retrofit and water meter replacement; and b) the budgeted financing from the
Asset Replacement Funds (ARF) exceeding the budgeted annual ARF contributions from the
operating fund. $11.8 million of this is for funding capital carryovers (see Corporate Services
Report—Financial Services 2015-31).

Additional general background information on the Town's Reserves and Reserve Funds
terminology and categorization is provided by Corporate and Financlal Services Report —
Finance 2008-18, Guidelines for the Use of Reserves and Reserve Funds. This report is
available in hardcopy at the Municipal Offices or online at:
http://www.newmarket.ca/en/townhall/otherreports.asp
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The Reserves and Reserve Funds Budget has been developed based upon the following:

The 2015 Capital Budget including carryovers — approved funding requirements
The 2015 Operating Budget — approved contributions and funding requirements
Interest earned on projected Reserve Funds balances

Estimated Reserve Funds revenues — Developer contributions, etc.

Application of the Reserves and Reserve Funds Guidelines approved by Councll

LR

The majority of this budget has already been established through the previous adoption of the
2015 Operating and Capital budgets. Reserves and reserve funds, including obligatory reserve
funds (for Development Charges and parkland contributions, Gas Tax Grant, etc.), had a
combined balance of $71.1 million at the beginning of 2015, and are projected to have a balance
of $35.8 million at the end of 2015.

Total reserves and discretionary reserve funds are projected to be $16.7 million at the end of
2015, or 14.8% of 2015 budgeted operating expenses (41.2% in 2014). The 2015 reserves and
reserve funds budget by group is summarized below.

1. Reserves and reserve funds for capital purposes

These reserves and reserve funds were set up for funding future capital projects. If all budgeted
capital projects are completed, the projected balance of capital reserves will be -2.6% of the
accumulated amortization of capital assets at the year end of 2015 (2014 actual ending balances
were at 7.6%). Comparing capital reserves to accumulated amortization (also known as
accumulated depreciation or the write down of assets over time) is a measure of the adequacy of
capital reserves.

Category Bolows 2035 | Revenues | Expenses Balgr?g;ngms ovr 2014
General Capital 3,856,707 415,382 2,025,426 2,246,663 | (1,610,044)
Loan to Capital (8,714,270) 604,982 9,761,712 | (17,871,000) | (9,156,730)
Designated Capital 8,208,953 658,837 3,763,973 5,103,817 | (3,105,136)
Asset Replacement Funds 15,005,427 | 15,269,925 | 27,644,373 3,530,979 | (12,374,448)
TOTAL 19,256,817 16,949,127 43,195,484 (6,989,540) | (26,246,357)

Revenues in the General Capital and Designated Capital reserve funds are mainly transfers from
the operating fund for capital financing, environmental land purchases and the official plan.

The budgeted balance of the Asset Replacement Funds is projected to decrease by $12.4 million.
This is mainly due to budgeted financing from the Asset Replacement Funds exceeding the
budgeted annual ARF contributions from the operating fund. $11.8 million of this is for funding
capital carryovers (see Corporate Services Report — Financial Services 2015-31).
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2. Reserves and reserve funds for operating purposes

These reserves were set up for rate stabilization and operational contingencies. The projected

balance will be 6.1% of tax revenues at the end of 2015 (2014-7.8%).

Beginning Ending Change
Category Balance 2015 | Revenues | Expenses | poince2015 | Over2014

Operational 1,117,025 ] 247 442 869,583 |  (247,442)
Contingencies

Cyclical Expenses 245,291 110,756 - 356,047 110,756
Discretionary Operating 1,434,975 (908) 530,584 903,485 (531,490}
Operational Carry-overs 1,183,532 - 6,048 1,177,482 (6,050)
TOTAL 3,980,823 109,850 784,074 3,306,599 (674,223)

3. Obligatory reserves and reserve funds

These include cash-in-lieu contributions for parkland from developers, development charges, the
unused portion of the Investing in Ontario grant received in 2007, gas tax grant, and engineering
administration, design, review and field monitoring fees for development. They have statutory

restrictions.
Category s | Revenues | Expenses | g, tiCl o | ool
Parkland 1,332,231 239,922 1,307,000 265,152 |  (1,067,078)
Development Charges 21,668,361 | 4,810,982 9,027,593 17,451,751 |  (4,216,610)
Investing In Ontario 161,939 2,024 - 163,965 2,026
Gas Tax Grant 2,227,449 | 2,330,722 4,382,513 175,668 | (2,051,791)
Engineering Administration 1,142,164 613,597 708,821 1,046,940 (95,223)
TOTAL 26,532,144 | 7,997,247 | 15,425,927 19,103,464 | (7,428,677)

Revenue estimates for development charges and cash-in-lieu contributions for

extrapolated from the trends of the preceding three years.

4. Other reserves and reserve funds

These are reserves and reserve funds not included in the above groups.

parkland are
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Beginning Ending Change over

Category Balance 2015 Revenues Expenses Balance 2015 2014
Development Related
883,7 ,707,050

Revenues 3,454,283 136,517 3,751 2 (747234)

Restricted Operating 15,195,994 1,922,072 1,370,228 15,747,838 551 844

Growth Funds 2,719,108 1,130,288 1,953,958 1,895,438 (823,670)

TOTAL 21,369,385 3,188,877 4,207,937 20,350,326 (1,019,060}

Revenues in the Growth Funds include a projection of $703,000 in voluntary trail contributions and
$400,000 in Recommending— A-Strategy (RAS) surcharges. A detailed list of all the reserves and
reserve funds is attached to this report.

BUSINESS PLAN AND STRATEGIC PLAN LINKAGES

This report links to Newmarket's key strategic directions in being Well Managed through fiscal
responsibility.

CONSULTATION

The 2015 Reserves and Reserve Funds Budget has been created from the 2015 Capital and
Operating Budgets which were developed by staff and have undergone extensive review by the
public and Council.

Hemson Consulting's report on the Capital Financing Sustainability Strategy will help inform a
review of reserves and reserve funds which will be undertaken in 2015. Recommendations,
including a formal policy and the consolidation of some reserves, will be presented to Council for
consideration later this year.

BUDGET IMPACT

Reserves and Reserve Funds Budget

Projected reserves and reserve funds revenues, being interest earned, developer contributions,
land sales and other items paid directly to the reserves and reserve funds, are being added to the
consolidated budget.

QOperating Budget (Current and Future)
This report has no direct impact on the Operating Budget. All transfers to or from the Operating
Budget were previously approved by Council.
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Capital Budget
This report has no direct impact on the Capital Budget. All fransfers to the Capital Budget were
previously approved by Council.

CONTACT

For more information on this report, contact: Mike Mayes at 905-953-5300, ext. 2102 or via e-mail
at mmayes@newmarket.ca

Frank Wu, MBA Dawn Schellenberg, GPR, CA
Senior Financial Analyst Manager, Finance & ounting

GO me

Anita Moore, AMCT
Commissioner, Corporate Services

FW/nh
Attachment: |
a) 2015 Reserves and Reserve Funds Budget (8 pgs.)
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