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Action Plan 
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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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Time line for development of Council Priorities 

2014 Council Stretealc Plannlna Sessions 

Jan17"'and31st I March17"' I Apr117"' May 5th 

fllmga: f8CIIItN .l!loslll: f8Cint.te fllmga:diKuulon fllmga: pNiimln.ry flallll: flnelize 
Cculcllf8edbKit Council's diacualon ofutlltyrma e..,.....ntresults Council Priorities Mel 
and dlacuallon on: ofatrmslc d'-1011; fln.nclal IUIPiteduxm.a, 

objectlvu context utlltyrma...ctuser ,_ 
• Drift fraJMWOrk 
• Potential atrmslc Review: • ~utilities' • Prellmln.ry • Confirm Counclra 
objectlvu • Other cities' lnfraltructu,. and ......-wtrwulta Priorities to Inform 
• Fln.nc:ea...ct atrmslc plannlnc fln.nclal plana • Rewnue Neutral the development of 
options for financial lnltleiMa • Continue dlacuallon diacualon 2015-2011bulllws 
-n.rloa • Global, n.tlonal of clirKtlonal • Finance Mel Tautlon plana and budaets 
•o.t.rmine Mel local trends lltatllmantl structure 
• .....,..m 
question 
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LONG TERM FINANCIAL SUSTAINABILITY 

Mandate 

Ove,..rthlng Financ:J.I Goal 

Serv1ces and Infrastructure for C1t1zens 

( Financial Sustalnablllty 
10pe..alna- COpltaiJ 

Financial Goals 

Strategies 

) 

Action Plan 
2015 - zota 

Action Plan 
2015-ZOII 
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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 

~ Leader in best financial practices 

:> Identified by the Government Financial Officers' Association (GFOA) of the United States 
and Canada 

6 
Action Plan 

1015 - Z0\1 
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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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2015 to 20181ndicative Capital Plans: 

}> Funded 

}> Unfunded 

}> Flood Related Capital Projects 

11 
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);> 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 

12 
Action Plan 

2015 - 1018 

2011·2014 2015-2018 2019-2022 
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Funding the 2015 - 2018 Tax-Supported Capital Budget 

Tota1201S-2011 Ta•-supported tapital Budpt = $4.312 biiHon 

14 

2011-2014 201!;-2018 

15 

F.detal Gas Ta•, 
6" 

G..,ts & Fundinc, 

"' 

2019-2022 

Action Plan 
JOIS - 2011 

Action Plan 
2015- JOII 
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Funding the 2015-2018 Utilities Capital Budget 

Total2015 - 2018 Utilities Capital Budget = $1.4 billion 

16 Action Plan 
1015 - 1011 

$2 

I 
.E $2.6 .,. 

$1 $2.1 

$-

2015-2018 2019-2024 

These numbers exclude RouteAhead and flood capital Action Plan 
17 1C11S - ZOII 
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Resiliency recommendations 
2014 (PFC2014-0316) 

Approved by Council -
September 16 and 
November2013 Budget 
Adjustment Process 

Approved during MEP 

Approved during SOLE 

TOTAL 
APPROVED 

$460 MILLION 
2014 Resiliency 
Projects 
$15.7 million 

2013 Flood 
Recovery 
Projects 
$445.1 million 

t8 

OUTSTANDING 

• Financial Outlook/Emerging Issues 

• Calgary Outlook 

• Economic Projections 

• 2012-2014 Budget Efficiency Achieved 

t9 

The City of Calgary 
submission to the 
Provincial 
Mitigation/Resiliency 
Program Funding 
(PFC2014-0282). 

Projects submitted reflect a 
variety of scenarios and 
would not all require 
implementation pending 
Provincial mitigation 
decisions 

Action Pion 
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Action Pion 
2015- 2018 
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• 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 

20 Action Plan 

Population 

~ 1.196 million in 2015 

~ 1.27 4 million in 2018 

Economic Outlook 

~ Continued growth 

21 

Demographics 

~ Growing diversity 

The City's Operating and 
Capital Budget 

~ $20 billion over 2015-
2018 

2015 - :1011 

Action Plan 
1015 - 1011 
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Socio-Economic 
Indicator 

Population (OOOo) 

Unemployment Rate(%)' 

Calgary Consumer Price 
Index (CPI)' 

Municipal Price Index 
(MPI)(%) 

Municipal Price Index 
(MPI) + Population 

Growth(%) 

Natural Gas Price 
($Cdn/Gigajoulo) 

Oil Prices ($US/barrel) 

Housing Starts (OOOs)' 

Gross Domestic Product 
(growth%)' 

• Data for Calgary Economic Region 

2014 2015 2016 

1,175 1,196 1,223 

4.6 4.4 4.3 

2.0 2.1 2.1 

3.5 3.3 3.3 

5.7 5.5 5.5 

3.8 4.0 4.1 

93.8 90.0 92.7 

12.5 13.5 15.0 

3.5 3.2 2.7 

22 

2012-2014 
Efficiency and Cost Savings Achieved 

($millions) 

2012 2013 2014 
Efficiency Target 
Additional Council Reduction 
Total 

21 .1 
0.0 

21 .1 

13.0 
0.0 

13.0 

12.9 
9.3 

22.2 

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

2017 

1,251 

4.5 

2.1 

3.3 

5.5 

4.2 

95.0 

15.4 

2.6 

2018 

1,274 

4.5 

2.1 

3.3 

5.4 

4.3 

95.7 

13.5 

2.6 

·~ -Action Pion 

Total 
46.9 

9.3 
56.2 

2015 - ZOUI 

Actual productivity gains: $46.9 million over three years +additional $9.3 million directed for 2014 
Total = $56.2 million 

23 Action Pion 
ZOIS-1011 
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CITY FINANCIAL AND TAXATION STRUCTURE 
RECAP 

24 'n<ln"I'I(»CM.CA*'(_ 

Action Plan 
Z015 - Z018 

2014 TAX-SUPPORTED EXPENDITURES- average MPI =approximately 3.3% (previously3.0%) 

Average 
MPI 

I-.=-..,_ I II II I . 
Lower than average 

MPI 
Higher than average 

MPI 

2014 TAX-SUPPORTED REVENUES- average MPI =approximately 3.3% (previously3.0%) 

No Impact from 
rate increase 

DDDDI I 
Partial impact from 

rate increase 
Full impact from 

rate increase 

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

25 Action Plan 
ZOIS- Z011 

13 



2014 May 05 

• 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 

n I I(' 3 L 
· Amual~nltoiMit 10yew 
t.rgll• 125,000 hotn 
· lfl'll*l on operating ea.ts • $12.0 

"'"""' • 2013 perlomlanee • 236 nour.tcapita 
of hod MMce annualy 
•20'20target •2.Ghcu'&lc~ll:e 
• 2040 targt~l • 3.7 hotnlcapl:a 

Aging lnfrutructur&IF.alltl• 

• Cap .. l rnai'tenance gap • $1.7 ..., 
•capblgrowth~·$3.2~ 
• OptrFng QIP • w 1 t4on 
• Tctal 2013 ISR gap a $7.0 tA:w\ 

•Estimates 

, Amua1 mp.ct of prlMclng Rnidertlal 
-.during at 201-4 lw*. $10.0 -· • AMu.l opwating coet to melntaln 
O'M'III Cly P.v.ment Cu.lly lnda at 
7.0 or higher • $2.0 ma:.n· 
• AmuallmpK;t of •tnvnting r. 
Mobill( targets • $U dion' 

26 

·Prafected~ln~'-nd·125 
t.::t.•(tw)lyeat 
• EstkNied ...ual rMinl:en.anc. 
coetlha •$17,500 
•Estinlted total incRmental ~.,. • 
$2.2m.,.. 
• Eatm.led total COlt for MXt budglll: 
cycle• sa.amllllon 

EnabUng Services • 2011-2014 -Ll'opiUijonlncrHM• ...... 
(2011 - 2011•71,000) 

27 

2011-2014 ----. ., .... 
(20tl-2011houalng.tarrs• -· 

Action Plan 
2015 - ZOII 

•2013 T-v-t ~ .f'nl:.-,englne 
-vencY raponM fof h ~ 7 
rninl.Ces, 90"'io of the time 
•2013 Actuall: 88.<4 .. 
• 2013 T-vet; 80'1. • W-t\ Wlglne 
responM for medic.& wllhln 8 min 30 
MC , SO"Aoofthelime 
• 2013 Adult 78.211. 

• Number of citimn&ICPS employee • 4l2D 
·Prof«:ted........,l~~·1 .1!'1o 
•Profeded •ye• (2015-115) employee 
lncnue to rMintaln 'cop to pop. • r.t1o • 
185 or IPPfOxlmately 48 per yew 

Action Plan 
Z01S - Z018 

14 



2014 May 05 

• Increases in levels of service and growth: 
~ Some additional revenues and costs, however costs 
appear sooner 

• Approximately $1 0 million required to bridge the funding gap 

2014 Base Budget 

Service level 
Increase/Growth 

Total $130.0M 

·Projected increase required in addition to assumed 3.3% MPI increase 
• April 7th presentation assumed an MPI of 3.0% 

28 

1.4%. 

08% 

$101 .0M $29.0M 2.2% 

MPI 3.3% 

Indicative Tax Rate Increase 5.5% 
{Revenue Neutral) 

Indicative Mill Rate Increase 2 .5% 
{Non-Revenue Neutral) 

29 
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30 

PRINCIPLES 

SPECTRUM OF TAX OPTIONS 

INDICATIVE TAX RATE DECISION 

31 
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• Include 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); 

• Include 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. 

32 Action Plan 

Tax Rate 

-$60M -$40M < Service level Dec:nluell 

Mill Rate Increase 
(Non-Revenue Neutral) 

-$20M 

0.3% 

Funding I Service Level Impact 

MPI+ 
1.4%..ar-tl 

• 5.5% 

Balanced 

2015 - 1018 

E;JD 
< -TIXRD-

$15M $30M 

Maintain Cumnt Service Lwei Service level.._...> 
1.7% 2.5% 3.5% 4.5% 

33 Action Plan 
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Impact of indicative tax rate increases on a median residential property 2015 - 201 B 

Municipal Increase Increase Indicative jax r~!e ~ 
(2rQQ~!:l~tax annually lllQ!l!llli increase jncrease• 

2014 $1 ,611 $74 $6.15 4.8% -1 .3% 

2015 $1 ,701 $90 $7.50 5.5% 2.5% 

2016 $1 ,797 $96 $8.00 5.6% 2.6% 

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'% 

34 Action Plan 

USER FEES & SUBSIDIES APPROVAL FOR 
ACTION PLAN 

'""'·~·-, 
.,... < ~~.~ 

I 

~ . .,.. -

Z01S - ZDW 
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• In late 2005, Council made it a priority to review and update the previous User Fee 
policy. 

• The revised User Fees and Subsidies Policy (CF001 0) 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. 

36 Action Pion 
zcns-zcnt 

Considerations in Setting User Fees 

Includes: 
• Direct & indirect operating 

costs 
• Capital costs 
• Department& Corporate 

overhead costs 

Considers market demand 
for the good or service and 
maximum potential recovery 

between general tax 
subsidy and cost recovery 
through user fees based 
on assessment of 12 
approved policy goals. 

The .. ong· '""~:rm Recovery rate ::a strateg1c goa 1nd1ca~mg the pro~crt•on 

oftotalserv1ce costs that should be recovered through user fees 

37 Action Pion 
Z01S-21nl 
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• Recommend for Council approval the loni· 
term target recovery rates (i.e. 1o-year 
taraet rates) for goods and services. 

• Recommend for Coundlapproval the 
specific rates and fees for 2015-2018. 

38 Action Plan 
lotS - loti 

• The proposed recovery rate, while shown as an absolute percentage, may fall within a tS" range. 

39 Action Plan 
lOIS- lOW 
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• Table 2- Attachment 28 
:1> Defer setting long-term recovery rates 

• Table 3-Attachment 28 
:1> No changes to long-term recovery rates 

• Business Unit User Fee Recovery Rates (BUUFRR) forms
Attachment 2C 

:1> Provided for information only 
:1> Provide information on the analysis that has been 
completed for each long-term recovery rate 
:1> Includes the recovery rates proposed for 2015-2018 

40 

CONCLUSIONS- FINANCIAL WRAP-UP 

41 

Action Plan 

Action Plan 
Z01S-Z018 
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• 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% ($1OM) 

)> Indicative tax rate to maintain current level of funding - 5.5% 

42 Action Plan 
2015-2018 

QUESTIONS? 

43 Action Plan 
ZOU-2018 
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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. 

44 Action Plan 
Z015 · 1011 
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