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April 29, 2014 

CORPORATE SERVICES REPORT - FINANCIAL SERVICES-2014-20 

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

SUBJECT: 2014 Reserves & Reserve Funds Budget 

ORIGIN: 	Senior Financial Analyst 

RECOMMENDATION  

THAT Corporate Services Report - Financial Services - 2014-20 dated April 29, 2014 
regarding 2014 Reserves & Reserve Funds Budget be received and the following 
recommendation be adopted: 

THAT the projected revenues for the 2014 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 2014 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 2014 budgeted revenues for reserves and reserve funds, including obligatory reserve 
funds, are $28.1 million. They include $17.7 million in transfers from the operating budget, 
$2.3 million from the gas tax grant, and $5.8 million in Development Charges. 

The projected December 31, 2014 balance of the reserves and reserve funds is a decrease of 
$16.1 million. This is mainly due to budgeted financing from the Asset Replacement Funds 
(ARF) exceeding the budgeted annual ARF contributions from the operating fund. $12.5 
million of this is for funding capital carryovers (see Corporate Services Report — Financial 
Services 2014-18). 

Additional general background information on the Town's Reserves and Reserve Funds, 
terminology and categorization is provided by Corporate and Financial 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: 

1. The 2014 Capital Budget including carryovers — approved funding requirements 
2. The 2014 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 
2014 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 $73.9 million at the beginning of 2014, and are projected to have a balance 
of $57.8 million at the end of 2014. 

Total reserves and discretionary reserve funds are projected to be $31.3 million at the end of 
2014, or 26.3% of 2014 budgeted operating expenses (46.3% in 2013). The 2014 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 2.4% of the 
accumulated amortization of capital assets at the year end of 2014 (2013 actual — 9.1%). 
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 2014 
Revenues Expenses 

Ending 
Balance 2014 

Change 
over 2013 

General Capital 3,303,120 401,871 911,094 2,793,897 (509,223) 

Loan to Capital (4,062,461) 336,348 - (3,726,113) 336,348 

Designated Capital 7,881,265 670,643 3,716,744 4,835,164 (3,046,101) 
Asset Replacement 
Funds 14,539,143 14,032,087 26,760,598 1,810,632 (12,728,511) 

TOTAL 21,661,067 15,440,949 31,388,436 5,713,580 (15,947,487) 

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

The budgeted balance of the Asset Replacement Funds is projected to decrease by $12.7 million. 
This is mainly due to budgeted financing from the Asset Replacement Funds exceeding the 
budgeted annual ARF contributions from the operating fund. $12.5 million of this is for funding 
capital carryovers (see Corporate Services Report — Financial Services 2014-18). 
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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 12.1% of tax revenues at the end of 2014 (2013— 13.6%). 

Category 
Beginning 
Balance 

2014 
Revenues Expenses 

Ending 
Balance 

2014 

Change 
over 2013 

Cash Flow 1,101,458 - - 1,101,458 - 
Operational 
Contingencies 2,458,854 - 235,000 2,223,854 (235,000) 

Cyclical Expenses 719,473 113,200 295,000 537,673 (181,800) 
Discretionary 
Operating 1,879,623 5,538 150,084 1,735,077 (144,546) 

Operational Carryovers 682,799 - 6,048 676,751 (6,048) 

TOTAL  6,842,207 118,738 686,132 6,274,813 (567,394) 

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 & field monitoring fees for development. They have statutory 
restrictions. 

Category 
Beginning 
Balance 

2014 
Revenues Expenses 

Ending 
Balance 

2014 

Change 
over 2013 

Parkland 1,455,476 256,438 959,221 752,693 (702,783) 

Development Charges 21,477,226 6,161,923 2,916,024 24,723,125 3,245,899 

Investing In Ontario 159,256 2,134 33,919 127,471 (31,785) 

Gas Tax Grant 2,035,750 2,294,735 4,252,407 78,078 (1,957,672) 
Engineering 
Administration 1,147,284 314,727 630,928 831,083 (316,201) 

TOTAL 26,274,992 9,029,957 8,792,499 26,512,450 237,458 

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 2014 Revenues Expenses 
Ending 
Balance 

2014 

Change 
over 2013 

Development 
Related Revenues 3,405,446 114,988 380,972 3,139,462 (265,984) 

Restricted Operating 13,419,919 2,336,381 903,079 14,853,221 1,433,302 

Growth Funds 2,321,905 1,025,594 2,035,079 1,312,420 (1,009,485) 

TOTAL 19,147,270 3,476,963 3,319,130 19,305,103 157,833 

Revenues in the Growth Funds include a projection of $600,000 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 2014 Reserves and Reserve Funds Budget has been created from the 2014 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. Recommendations, including a 
formal policy and the consolidation of some reserves, will be presented to Council for 
consideration early in the 2015 term of office. 

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. 



Mi 
DirectorEiial Services/Treasurer 

FW/nh 
Attachments 

Frank Wu,"MBA 
Senior Financial Analyst 
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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. 

CONTACT 

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

Dawn Schellenberg, CP 
Manager, Finance & Ac cl

CA  
unting 
'  

Anita Moore, AMCT 
Commissioner, Corporate Services 
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