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CORPORATE SERVICES REPORT - FINANCIAL SERVICES-2016-30 

TO: 
	

Committee of the Whole 

SUBJECT: 2016 Reserves & Reserve Funds Budget 

ORIGIN: 
	

Senior Financial Analyst 

RECOMMENDATION  

a) THAT Corporate Services Report - Financial Services - 2016-30 dated June 10, 2016 
regarding 2016 Reserves & Reserve Funds Budget be received and the following 
recommendation be adopted: 

i) THAT the projected revenues for the 2016 Reserves and Reserve Funds Budget, as set 
out in the attachment, be approved. 

COMMENTS 

The purpose of this report is to seek Council approval of the projected 2016 Reserves and 
Reserve Funds Budget. 

Summary 

The 2016 budgeted revenues for reserves and reserve funds, including obligatory reserve funds, 
are $29.2 million. They include $18.7 million in transfers from the operating budget, $2.4 million 
from the gas tax grant, and $5.8 million in Development Charges. 

The projected December 31, 2016 balance of the reserves and reserve funds is a decrease of 
$41.0 million from the beginning of the year. This is mainly due to a) $7.2 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. $13.6 million of this has been allocated to fund capital carryovers. 



Corporate Services Report - Financial Services-2015-30 
June 9, 2016 

2 of 5 

Background 

The Reserves and Reserve Funds Budget has been developed based upon the following: 

1. The 2016 Capital Budget, including carryovers — approved funding requirements 
2. The 2016 Operating Budget—approved contributions and funding requirements 
3. Interest earned on projected Reserve Funds balances 
4. Estimated Reserve Funds revenues — Developer contributions, etc. 
5. Application of the Reserves and Reserve Funds Guidelines approved by Council 

The majority of this budget has already been established through the previous adoption of the 
2016 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 $71.3 million at the beginning of 2016, and are projected to have a balance 
of $30.3 million at the end of 2016. 

Total reserves and discretionary reserve funds are projected to be $13.1 million at the end of 
2016, or 11.4% of 2016 budgeted operating expenses (36.0% in 2015). The 2016 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 -2.5% of the 
accumulated amortization of capital assets at the year end of 2016 (2015 actual ending balances 
were at 6.9%). 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 
Beginning 

Balance 2016 
Revenues Expenses 

Ending 
Balance 2016 

Change over 
2015 

General Capital 3,427,142 297,631 1,742,608 1,982,166 (1,444,977) 

Loan to Capital (12,399,560) 674,766 7,159,325 (18,884,119) (6,484,559) 

Designated Capital 8,787,746 850,091 4,588,897 5,048,940 (3,738,806) 

Asset Replacement Funds 18,394,532 16,092,365 29,609,588 4,877,309 (13,517,223) 

TOTAL 18,209,861 17,914,854 43,100,418 (6,975,703) (25,185,564) 

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 $13.5 million. 
This is mainly due to budgeted financing from the Asset Replacement Funds exceeding the 
budgeted annual ARF contributions from the operating fund. $13.6 million of this is for funding 
capital carryovers. 
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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 2016 (2015-7.4%). 

Category 
Beginning 

Balance 2016 Revenues Expenses 2015  
Ending 

Balance 2016 
Change over 

Operational Contingencies 1,305,157 212,442 1,092,715 (212,442) 

Cyclical Expenses 517,812 112,015 629,827 112,015 

Discretionary Operating 1,180,600 (414) 391,956 788,229 (392,370) 

Operational Carry-overs 934,826 23,548 911,278 (23,548) 

TOTAL 3,938,394 111,601 627,946 3,422,050 (516,344) 

3. Obligatory reserves and reserve funds 

These include cash-in-lieu contributions for parkland from developers, development charges, gas 
tax grant, and engineering administration, design, review and field monitoring fees for 
development. There are statutory restrictions on these reserve funds. 

Category Beginning 
Balance 2016 Revenues Expenses 

Ending 
Balance 2016 

Change over  
2015 

Parkland 1,092,162 178,151 1,050,094 220,220 (871,943) 

Development Charges 26,494,839 6,114,053 16,269,157 16,339,736 (10,155,103) 

Gas Tax Grant 2,468,610 2,449,554 4,493,872 424,293 (2,044,318) 

Engineering Administration 812,058 347,662 899,172 260,549 (551,509) 

TOTAL 30,867,671 9,089,421 22,712,295 17,244,795 (13,622,873) 

Revenue estimates for development charges and cash-in-lieu contributions for parkland are 
extrapolated from the trends of the preceding three years. 
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4. Other reserves and reserve funds 

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

Category Beginning 
Balance 2016 Revenues Expenses 

Ending 
Balance 2016 

Change over 
2015 

Development Related 
Revenues 

2,898,002 128,486 804,010 2,222,477 (675,524) 

Restricted Operating 13,237,613 1,199,757 1,377,532 13,059,837 (177,775) 

Growth Funds 2,194,410 713,683 1,551,337 1,356,755 (837,654) 

TOTAL 18,330,023 2,041,925 3,732,879 16,639,070 (1,690,954) 

Revenues in the Growth Funds include a projection of $333,000 in voluntary trail contributions and 

$360,000 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 2016 Reserves and Reserve Funds Budget has been created from the 2016 Capital and 

Operating Budgets which were developed by staff and have undergone extensive review by the 

public and Council. 

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. 

Operating 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. 

Capital Budget 
This report has no direct impact on the Capital Budget. All transfers to the Capital Budget were 

previously approved by Council. 



Dawn Schellenberg, CP 
Manager, Finance & Ac 
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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 
Senior Financial Analyst 

Mi 
Dire 

/1/21 (A) 
CGA, DPA 	 LEsther Armch-u 
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FW/ne 
Attachment: 

a) 2016 Reserves and Reserve Funds Budget (8 pgs.) 
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