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EXECUTIVE SUMMARY
This report summarizes the results of year four of th
by an Admii trative Reserve Review Committee.

ADMINISTRA U~ RECOMMENDATION(S)

That the Priorities and Finance Committee recomme
1. Approve the changes to reserves as outlined
2. Approve the list of reserves to be reviewed ir

RECOMMENDATION OF THE PRIORITIES AND F
DECEMBER 09:

That the Administration Recommendations containet

Excerpt from the Minutes of the Regular Meeting of t
2014 December 09:

“And further, that Report PFC2014-0847 be forwa
2015 December 15 Regular Meeting of Council.”

PREVIOUS COUNCIL DIRECTION / POLICY

The City Auc or’s Office completed an audit of The (
FCS2010-01 (AC2009-74) report dated 2010 Januar
and Administration’s response and work plan to addr
Administration’s responses was to create a Triennial
reserve will be reviewed at least once every three ye
was approved by Council (PFC2013-0745 Attachmet

BACKGROUND

The creation, use and management of reserve funds
best practice and consistent feature of most large citi
are part of good management that allows for funds tc
service levels are maintained and not immediately im
economy. Reserves provide a measure of financial fl
financial impact of significant unexpected issues in a
to the planning and use of reserves is considered go«
component of The City of Calgary’s strong credit ratir
from and contributions to reserve funds are included

approved by Council.
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e A General Manager; and
e A Business Unit Director.

By the end of the year, the Administrative Reserve Review Committee will

Priorities and Finance Committee. The report will include the criteria used -
a summary of all findings, any applicable recommendations based upon t
the previous year’s review recommendations if required, and a list of rese
the following year.

INVESTIGATION: ALTERNATIVES AND ANALYSIS

For 2014, Council approved the review of 9 City reserves representing a ¢
balance as of 2013 December 31, or approximately one third of all reserv«

1.0 Initial Review
A reviewer completed a detailed review of reserve transactions and docur
The reviewer collected all relevant reserve documents and reviewed selec
order to evaluate:

e Contributions from operations to reserves;

e Contributions from reserves to operations or capital;

¢ Transfers between reserves;

« Com| ance of reserve activities with the reserve’s mandate and al
procedures; and

o Completeness and accuracy of the disclosure of financial informati
Report.

The reviewer provided findings to the Administrative Reserve Review Com
met several times throughout the year to consider the initial review results
I indations  1de by the reviewer, determine whether the reserves
and whether 3y still make business sense given current Council objectiv

2.0 Review Guiding Principles

Over the years, reserves have been created for a number of reasons and
order to consistently evaluate various types of reserves and determine wh:
recommended, the Administrative Reserve Review Committee previously :
guiding principles.

2.1 Minimize Number of open reserves

Where ever possible, the number of reserves should be reduced. ~
Reserve Review Committee looked to consolidate or close reserves
serve similar purposes and to eliminate miscellaneous and redunda

2.2 Business Categories

Currently, reserves are categorized in accounting terms as operatin

However, the Administrative Reserve Review Committee also categ
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business purpose such that reserves can be evaluated consistentl
reason for the reserve. For example, some reserves have been ci
timing of cash flows. Such reserves should have a reserve plan ai
budgeted wherever possible, but they do not necessarily lend then
balance.

Alternatively, reserves created for contingency purposes should h:
all transactions for these reserves can be budgeted since Administ
conti jent event, but establishing a target balance based on an es
appropriate. In this instance, having a consistent approach to dete:
contingency amount and setting an appropriate target balance is w

Therefore, reserves created for similar business reasons should be

ased on the business
ed to manage the
ransactions should be
lves to a target

a target balance. Not
on can not anticipate a
ate of risk is

1ing an appropriate

al d.

vi ved consistently.

Reserves to be reviewed in future years will also be similarly categc-~-e and consistently

evaluated.

2.3 Ongoing relevance of Reserves

The Administrative Reserve Review Committee also looked to ensL
reason for the reserve was still relevant and where applicable, that .

that the business
Tinistration has a plan

on the strategic use of the reserve going forward and that reserve ~-*"sity be budgeted

where applicable.

3.0 Results of the Reviews

Over the past several years, Administration has implemented a number ol
as annual checklists and documentation protocols, which have improved r
oversight.

3.1 Reserve activity meets all authorizing documents requirements
Of the nine reserves reviewed, all reserve activity met authorizing docume

« = F z2rve activity is in accordance with City | erve policies and p
All reserve activity reviewed was recorded in a timely fashion and in accor
Administrative reserve policies and Administrative reserve procedures. No
recorded reserve activity.

3.3 The reserve’s purpose, conditions and/or restrictions are still rele
All reserves reviewed are being administered as intended. However, there
reserve’s purpose, condition and/or restriction can be clarified. For examg
Technology reserve’s current purpose does not highlight all of the progran
reserve. Lifecycle replacement of City information technology assets are b
reserve, yet that program is not clearly referenced in the reserve’s current
is to expand the purpose to specifically mention the programs being funde:

itrol measures, such
rve processes and

adures
ce with Council and
Jes identified with

t

instances where the
he Innovative

2ing funded by the

| funded by this

1s. Recommendation
the reserve.

Both the Reserve for Future Capital and the Lifecycle Maintenance and Ug. .. .de reserves have

evolved over time. The reserves purposes, conditions and restrictions have
years as authorizing documents are approved. The Administrative Review (
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recommending streamlining both reserve pages in the Annual Reserve R
changes do not change the reserve terms, but rather simply restate the te

3.4 The reserve is still required
While perfor ng the review, the Administrative Reserve Review Commit
every reserve being reviewed is needed, or can be closed. No reserves 1
recommended to be closed as all reserves reviewed do in fact provide a ¢
continue to be of value going forward. However, the Administrative Rese
:ommending changes to some reserves due to changing nature of the |
zero-based review, Fleet Services is changing their business model such
no longer be required. The Administrative Reserve Review Committee is
that any Fleet Services budget surplus be transferred to the reserve. Thc
used to offset the cost of new assets thereby reducing the amount of debi

A very minor change to the 911 Communications Centre Capital Financin
recommended. However, future changes to the reserve may be required
the new agreement with the province. That agreement expected to be sic

For the Calgary Police Services (CPS) Capital reserve, a reserve conditio
Calgary Police Commission will advise Council on the disposition of funds
Police Services Pay-As-you-Go reserve. The Administrative Reserve Rev
determined that this condition is redundant since:
a. All CPS capital projects must be approved by Council and
are included in The City’s budget plans and annual budget
approval regardless of funding source.

b. Council already receives regular updates on all City capital
which Calgary Police Commission capital projects are inclu

Therefore, creating a separate report to update Council on spending to da
Calgary Police Commission projects is redundant and not required.

In addition to reviewing past reserve activity, the Administrative Reserve F
continues to ensure reserves will be used strategically going forward. Wh
Committee recommended to the appropriate business unit that they updat
The plans were to include a projection of funding and expenditure dollars :
transactions are budgeted for accordingly.

The Real Estate Reserve was reviewed in 2012. Subsequent to that revie
Services and Housing (OLSH) is requesting a change to the reserve’s fun

requesting the funding source to be amended to include excess sales comir’
contributed to the reserve. Years of high sales generates excess sales com..

deferred and then distributed in years of low sales. The reserve is a sustair
operating and a capital reserve, thus the requested change to the funding s
the current purpose of the reserve.
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Please see Attachment 1 for a complete list of general comments and res

Attachment 2 includes reserve summaries from the 2013 Annual Reserve
reviewed in 2014. Suggested changes to the text are highlighted in red.

Attachment 3 includes the list of reserves to be reviewed in 2015.
Attachment 1 and 3 require Council approval. Attachment 2 is for informz

Stakeholder Engagement, Research and Communication
All relevant reserve leads and General Managers were informed and cong
review.

Strategic Alignment
The Triennial Reserve Review process helps The City become a more efi
ensuring its reserves are being managed properly and effectively.

Social, Environmental, Economic (External)

A number of reserves reviewed support social and environmental progran
providing such services. Proper management of the reserves helps The (
commitment to these social and environmental initiatives.

Financial Capacity

Current and Future Operating Budget:

In certain in¢ nces, some reserve transactions are a result of unplanned
sale of discontinued assets or use of contingency funds) and therefore ca
However, where reserve activities can be planned, those transactions are
operating budget.

Current and Future Capital Budget:
Where reserve activities can be planned, those transactions are to be incl
budget.

Risk Assessment

The Triennial Reserve Review process helps to mitigate risk by ensuring !
neither too high, where cash is held unnecessarily, or too low, where fund
future needs.

REASON(S) FOR RECOMMENDATION(S):
The recommendations help to streamline administration of reserves and
purposes, conditions and purposes to Council and the general public.

ATTACHMENT(S)

1. Reserve comments and recommendations

2. Relevant Excerpts from the 2013 Annual Reserve Report
3. Reserves to be reviewed in 2015

Approval(s): Sawyer, Eric concurs w

an
ns



