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* Where are we today on Action Plan 2015 — 2018?
*Long Term Financial Sustainability
« Indicative Capital Plans
« City Financial and Taxation Structure

» Financial and Calgary Outlook

» Economic Projections

> Financial Pressures — Service Demands
« Indicative Tax Rates

» Principles, Options and Decision
« User Fees and Subsidies Approvals
*Conclusion - Financial Wrap-Up
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“THE JOURNEY”

& | Action Plan

Timeline for development of Council Priorities
2014 Council Strategic Planning Sessions
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LONG TERM FINANCIAL SUSTAINABILITY

Action Plan
2015 -2018

LONG TERM FINANCIAL SUSTAINABILITY GOALS
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THE CITY OF CALGARY’S FINANCIAL REPUTATION

Financial Reputation is characterized by:
» Prudent fiscal practices
» Longer-term planning horizon
» Low residential taxes
» Substantial reserves
» Reserve policies
» High but manageable debt
» Debt policies
» AA+ credit rating

Y

Leader in best financial practices

» Identified by the Government Financial Officers’ Association (GFOA) of the United States
and Canada
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CAPITAL INFRASTRUCTURE DEFICIT / FUNDING GAP
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« These numbers exclude RouteAhead and flood capital
« Infrastructure Status Report - $7 billion gap includes $2.1 billion in operating
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LONG RANGE FINANCIAL PLAN - OPERATING GAP
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FINANCIAL OUTLOOK - DEBT LEVELS
DEBT OUTSTANDING

Debt Outstanding Trend 2011-2020 (Projected)

2014- using debt
(in $Millions)
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FINANCIAL OUTLOOK - DEBT LEVELS

DEBT SERVICE LIMIT
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Debt Service Limit vs. Debt Servicing Charges (Principal & Interest)
Budget Finalization 2014- using budgeted debt issuances
(in $Millions)
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INDICATIVE CAPITAL PLANS

2015 to 2018 Indicative Capital Plans:
» Funded
» Unfunded
» Flood Related Capital Projects
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INDICATIVE CAPITAL PLANS - PROCESS

» Capital plan ensures appropriate planning for required projects and
related funding

» Capital requirements are driven by many factors:
» Growth
» Maintenance of current aging infrastructure
> Meet industry standards, and legislated and regulatory requirements

» Capital plan is prepared with extensive consultation between business
units and aligned with City’s growth management framework

THE Ity OF CMCARY
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INDICATIVE CAPITAL PLAN - FUNDED
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FUNDING THE 2015 - 2018 CAPITAL PLAN

Funding the 2015 - 2018 Tax-Supported Capital Budget

Federal Gas Tax,
6%

Other Government
Acreage
Assessment, 5% b :;“"‘h"
Total 2015-2018 Tax-supp d Capital Budget = $4.312 billion PECTYOrCMONRY
9 Action Plan
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INDICATIVE CAPITAL PLAN - FUNDED
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FUNDING THE 2015 — 2018 CAPITAL PLAN

Funding the 2015-2018 Utilities Capital Budget

External contributions
3%

Total 2015 — 2018 Utilities Capital Budget = $1.4 billion

THE CITY OF CALGARY.
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INDICATIVE CAPITAL PLAN - UNFUNDED

These numbers exclude RouteAhead and flood capital
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FLOOD RELATED CAPITAL PROJECTS

Resiliency recommendations
2014 (PFC2014-0316)

Approved by Council -
September 16 and
November 2013 Budget
Adjustment Process

Approved during MEP
Approved during SOLE

OUTSTANDING
TOTAL The City of Calgary
APPROVED submission to the
$460 MILLION Provincial
2014 Resiliency Mitigation/Resiliency
Projects Program Funding
$15.7 million (PFC2014-0282).
Projects submitted reflecta
variety of scenarios and
would not all require
implementation pending
;gg:::d Provincial mitigation
decisions.
Projects
$445.1 million
} Resiliency recommendations est.
2015-18 (PFC2014-0316)
ey or cacasy
3 Action Plan
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* Financial Outlook/Emerging Issues
* Calgary Outlook
» Economic Projections

* 2012 — 2014 Budget Efficiency Achieved
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FINANCIAL OUTLOOK - EMERGING ISSUES

* Growing operating shortfall projected
» Structure of revenues and expenditures a challenge
» Increasing challenge to achieve efficiencies
* Growing demand for infrastructure investment
+ Short term debt constraints
* Cost of dispersed growth
» Mitigated in long-term with different growth pattern
* Pressure to keep tax increases low
« Unreliable and unpredictable long-term capital funding sources
» Fiscal imbalance
» Other levels of government receiving more than contributing to The City

THECAY OV CAGARY

L Action Plan
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2015-2018 CALGARY OUTLOOK

* Population « Demographics
» 1.196 million in 2015 » Growing diversity
» 1.274 million in 2018

* Economic Outlook * The City’s Operating and

> Continued growth Capital Budget
» $20 billion over 2015-
2018

R CITY OF CAIGARY
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ECONOMIC PRO

Socio-Economic
Indicator

Municipal Price Index
(MP1) (%)

Oil Prices ($US/barrel)

Housing Starts (000s)*

* Data for Calgary Economic Region

OPERATING BUDGET — 2012 — 2014 EFFICIENCY AND COST ¢

2012 - 2014
Efficiency and Cost Savings Achieved
($ millions)
2012 2013 2014 Total
Efficiency Target 211 13.0 129 46.9
Additional Council Reduction 0.0 0.0 9.3 9.3

Total I T e R L T

+ Council's original target: $45 million productivity gains over three years

+ Actual productivity gains: $46.9 million over three years + additional $9.3 million directed for 2014

+ Total = $56.2 million ‘

23
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CITY FINANCIAL AND TAXATION STRUCTURE
RECAP

24 TECIYOrCMENY
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FINANCIAL AND TAXATION STRUCTURE
MUNICIPAL PRICE INDEX IMPACTS

2014 TAX-SUPPORTED EXPENDITURES - average MPI = approximately 3.3% (previously 3.0%)

[ B ,_.-.‘

T T
Average Lower than average Higher than average
MPI MPI MPI

2014 TAX-SUPPORTED REVENUES - average MPI = approximately 3.3% (previously 3.0%)

! JL
T T

No impact from Partial impact from Fullimpact from
rate increase rate increase rate increase

Difference in inflation and financial structural impacts requires $19 million to close

THECITY OF CALGARY
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FINANCIAL AND TAXATION STRUCTURE

« Different cost and revenue components react differently to
average MPI factor

* MPI impact on cost = $81 million
* MPI impact on revenue = $62 million

* Approximately $19 million required to bridge the funding gap

T CTY OF CALGARY

26 Action Plan
2015 -2018

B o

== = = SRR Cuc: i
Mnmam-uoo nwm-hmw-tzs

+Annual requirement to meet 10 year

target = 125,000 hours <Pk Spocubig ot ¥ ek frombebey el AL Gk E L Bripid v
«Impact on operating costs = $12.0 overall City Pavement Qualty Index at costha = $17,500 m";"'.:‘h

million 1,0an1 $2.0 millon* +Estimated total incremental costyear = sl ek

+2013 performance = 2.36 hours/capita «Annual impact of “Investing in $2.2 million +2013 Target: 80% - first-in engine
of transit service annually Mobility” targets = $4.9 million* «+ Estimated total cost for next budget for medical within & min 30
2020 target = 2.6 hours/capita cycle = $8.8 million mumm

+ Number of citizens/CPS employee = 420

Aging Infrastructure/Facilities

+ Projected annual population =1.8%
PW CM(WYS-!O)W
maintain “cop to pop.” ratio =
luuwﬁwp-
cnhlmnuw-il‘l .
cﬂﬂmw-mm
* Operating gap = $52.1 billon
«Total 2013 ISR gap = $7.0 billion ﬁﬂ\*
20112014
Projected
o N
Projected (2015 - 2018 housing starts =
84,000 £ T CITY OF CALGARY
(2015 - 2018 = 78,000)
* Estimates 27 Action Plan
‘ 2015 -2018
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FINANCIAL AND TAXATION STRUCTURE

« Increases in levels of service and growth:

» Some additional revenues and costs, however costs

appear sooner

« Approximately $10 million required to bridge the funding gap

28

DY OF CAGARY
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FINANCIAL AND TAXATION STRUCTURE

RE-CAP OF APRIL 7t PRESENTATION — UPDATED FOR MPI

2014 Base Budget l

Service Level
Increase/Growth
[S100M]
Total $130.0M $101.0M $29.0M
MPI
Indicative Tax Rate Increase
(Revenue Neutral)

Indicative Mill Rate Increase
(Non-Revenue Neutral)

*Projected increase required in addition to assumed 3.3% MPI increase
= April 7' presentation assumed an MPI of 3.0% 29

2.2%
3.3%
5.5%

2.5%

T CHY OHONENS
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-30.00%

PP LF PSSP

Year

—o— Ta« Rate Approach (Revenue Neutrel)
= 4 - Mill Rate Approach |No1-Reverue Neutral)

THECIY OF CALGARY
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INDICATIVE TAX RATE INCREASE

PRINCIPLES
SPECTRUM OF TAX OPTIONS

INDICATIVE TAX RATE DECISION

P8 CHYOFONGAY

31 Action Plan
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SETTING TAX RATES - PRINCIPLES

® |nclude consideration of citizens’ needs and expectations
for services, imagineCALGARY goals, and the financial
impact of these on The City (including inflation, costs of
growth, etc);

® |nclude consideration of financial situation of taxpayers
(citizen affordability);

= Maintain approval of four years with opportunity to adjust
annually;

= Rationale underlying the increase should be easy to
understand and communicate;

= Base the rates upon most recent information available at
the time of approval.

= Be as efficient and effective as possible, reducing costs
and focusing on value-for-money. T
32 Action Plan

2015 -2018

2015 to 2018 TAX RATE DECISION

Tax Rate

=
53

-$60M -$40M -$20M Balanced $15M $30M

Mill Rate Increase -0.9% 0.3% 17% 2.5% 3.5% 4.5%
(Non-Revenue Neutral)

Funding / Service Level Impact ¢ oo abuiy
3 Action Plan
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RESIDENTIAL PROPERTY TAX

Impact of indicative tax rate increases on a median residential property 2015 - 2018

propertytax  annually monthly increase increase*
2014 $1,611 $74 $6.15 48% -1.3%
2015 $1,701 $90 $7.50 5.5% 2.5%
2016 $1,797 $96 $8.00 5.6% 26%
2017 $1,898 $101 $8.40 5.6% 2.5%
2018 $2,002 $104 $8.70 5.5% 2.4%

* Assessed value increases at 3.0%

e CITY OF CALGARY

34 Action Plan
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USER FEES & SUBSIDIES APPROVAL FOR
ACTION PLAN

THE CHY OF CALGARY

35 Action Plan
2015 - 2018
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BACKGROUND

« In late 2005, Council made it a priority to review and update the previous User Fee
policy.

» The revised User Fees and Subsidies Policy (CFO010) and implementation plan was
approved by Council on 2008 April 28, and included:

+ Six guiding principles for a more consistent approach for business
units to determine their user fees;

» Consideration of both individual and “societal” benefits in
determining how much service costs should be recovered through
user fees (vs. through ‘a general tax subsidy)

« Guidance on how to assess the societal benefits of City goods and
services; and

« Direction to integrate the User Fee approval process with the
business planning and budgeting cycle.

THE CTY OF EALGARY

36 Action Plan

CONSIDERATIONS IN SETING USER FEES

Considerations in Setting User Fees

Considersmarket demand
forthe good or service and
maximum potential recovery
rate.

Includes:

* Direct& indirect operating Considersthe balance
costs between general tax

* Capital costs subsidy and costrecovery

* Department & Corporate through user fees based
overhead costs onassessment of 12

approved policy goals.

37 Action Plan
2075 -2018
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T8O OF CALGARY

38 Action Plan

2075 -2018

* The proposed recovery rate, while shown as an absolute percentage, may fall within a £5% range.

TR CHY OFCMGNS

39 Actianugm

20



2014 May 05

USER FEES

* Table 2 — Attachment 2B
» Defer setting long-term recovery rates

* Table 3 — Attachment 2B
» No changes to long-term recovery rates

* Business Unit User Fee Recovery Rates (BUUFRR) forms —
Attachment 2C
» Provided for information only
» Provide information on the analysis that has been
completed for each long-term recovery rate
» Includes the recovery rates proposed for 2015-2018

40
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CONCLUSIONS - FINANCIAL WRAP-UP

41
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CONCLUSIONS - FINANCIAL WRAP UP

« The City must present a balanced budget
* The City is in a solid financial position but there are significant challenges ahead
« Expenditure growth is exerting significant pressure on tax increases

» Revenues constrained with limited sources

» Upward pressure from inflation, service level impacts and cost structure

« Service level increases and growth impacts result in additional revenues and costs,
however costs appear sooner

* MPI plus population growth - an over-simplification of the issues:
» City's MPI ~3.3%
» MPI funding gap = financial and taxation structural shortfalls ~ 1.4% ($19M)
» Service level increases and growth impacts ~ 0.8% ($10M)
» Indicative tax rate to maintain current level of funding ~ 5.5%

THECIY OF CALOARY
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QUESTIONS?
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RECOMMENDATIONS

That Council.

1. Provide direction on indicative tax rate increases to
Administration for Action Plan 2015-2018.

2. Approve the changes in the long term recovery rates
proposed by business units for Action Plan 2015-2018 and
the request of those business units that need to defer the
setting of their recovery rate targets pending ongoing

initiatives.

s
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