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Staff Report
Origin

The purpose of this report is to provide Council with the framework that will be utilized for the
preparation of the City’s 5 Year Financial Plan (2016-2020) (5YFP).

The 2016-2020 budgets will be prepared in accordance with Council’s policies and procedures
relating to budgets.

Council Policies

Policy 3016 requires that a same service level budget, with only non-discretionary increases that can
be clearly identified and supported, be put forward to Council. Non-discretionary costs mainly
include incremental increases specified in contracts and salary increases associated with collective
agreements. Therefore, the 2015 service levels form the basis of the 2016 base budget. Any
enhanced or new levels of service are identified as an additional expenditure request by the
respective departments and the operating budget impact (OBI) from capital projects will be
separately identified for Council’s consideration.

Policy 3707 requires that tax increases will be at or below the estimated Vancouver’s CPI rate (to
maintain current programs and maintain existing infrastructure at the same level of service) plus 1.0
% towards infrastructure replacement needs.

This report supports Council’s 2014-2018 Term Goal #7 Strong Financial Stewardship:

Maintain the City’s strong financial position through effective budget processes, the
efficient and effective use of financial resources, and the prudent leveraging of economic
and financial opportunities to increase current and long-term financial sustainability.

7.1.  Relevant and effective budget processes and policies.

7.2. Well-informed and sustainable financial decision making.

7.3.  Transparent financial decisions that are appropriately communicated to the public.
Analysis

Revised Budget Cycle Process

During the presentation of the 2015 Budget discussions ensued with respect to having additional
Council involvement at an earlier stage in the budget process.

The revised budget cycle is summarized in Attachment 1. The following table outlines the
process and the key dates for the preparation of the 2016-2020 Financial Plan.
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Table 1 — Five Year Financial Plan Schedule

# | Month Responsibility Task
Research financial indicators for 2016-2020 budget
1 | May Staff assumptions
2 | June-July Council Establishes Service Levels for 2016-2020 Budget Preparation
3 | July-August | Staff Prepare Department's 2016-2020 budget submissions
4 | September Staff Review Division's 2016-2020 budget submissions
September-
5 | October SMT/CAQ Review City 2016-2020 budget submissions
Prepare 2016-2020 budget package for Finance Committee
6 | October Staff review
Review and finalize all budget recommendations to Finance
7 | October SMT/CAO Committee
8 | November Council Set 2016 Utility Budget and Rates
Consider 2016-2020 Capital Budget submissions with associated
9 | November Council Operating Budget Impacts
10 | November Council Consider 2016 same level of service Operating Budgets
11 | November Council Consider 2016 ongoing additional levels of service requests
12 | November Council Consider 2016 one-time additional levels of services requests
December- Revise budget based on Council direction and prepare 5YFP
13 ) January Staff (2016-2020)
January-
14 | February Council Review Final budget and 5YFP (2016-2020)
February-
15 | March Staff Public Consultation on 5YFP {2016-2020)
February-
16 | March Council Adoption of 5YFP (2016-2020)

This report will further discuss some of the keys steps in this process.

ltem #1 — Preliminary 2016-2020 Operating Budget Assumptions

The following table summarizes the budget assumptions based on current information contained
in contracts, agreements and external economic publications.
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The tax impact of this increase is approximately 3.5%; however revenues will also be increased
where possible by increasing user fees by CPI and reviewing trends. It is anticipated that the
projected tax increase within the current financial plan can be achieved, which for 2016 is estimated
at 2.98%, including 1% transfer to reserves.

Establish Services Levels

Policy 3016 requires that a same service level budget be prepared. The types of services
delivered by each division have been categorized as Core, Traditional or Discretionary as
presented in Attachment 2.

There has been previous discussion around the service levels knowing that the City invests
heavily in delivering these to the public. In keeping with the policy, staff recommends that a
same level of service budget be prepared for 2016, as we are confident that the existing levels
provide the ability to deliver on Council’s Term Goals and are a reasonable basis for preparation
of the budget. Consequently, staff is seeking Council’s approval to use the 2015 service levels
presented in Attachment 2 as the base for preparing the 2016 budget.

The service levels for the new City Centre Community Centre will enter its first full year of
operations in 2016. Council previously approved, with the 2014 Budget, an Operating Budget
Impact for the City Centre Community Centre as well as expanded operations for the Minoru
Complex. This is gradually being phased in to the budget with a tax impact of approximately
0.34% each year until it is completely tax funded in 2020. This means that the funds required for
annual operations are included in the budget; however the taxes collected in 2016 will not fully
fund the operations. The difference is bridged with the use of surplus funding. This tax impact
has already been included in the current financial plan, and therefore is incorporated into the
projected 2.98% increase for 2016.

Capital Ranking

All Proponents will self- rank each their respective Capital Submissions through the Capital Ranking
Form (Attachment 3) after completing the Capital Project Business Case, Capital Project Submission and
the Operating Budget Impact Form.

The ranking is divided into 5 categories, each comprised of 2-3 criteria and each category is worth 20%
of the total score.

The categories are:

— Alignment with City Vision
— Risk Management

—  Social

— Environmental

—  Economic
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The final proposed budget that has been presented to Finance Committee, typically in the month
of December, goes through a rigorous review process by SMT and the CAO to ensure City wide
priorities are met and that projects competing for the same funding sources are prioritized with
recommendations made accordingly. Important budget decisions are made in the month of
November to determine which projects to recommend for funding and what to do with the
projects that are not recommended for funding. This is particularly an issue where financial
resources are limited, such as projects seeking funding from the Revolving Fund and one-time
initiatives funded by Rate Stabilization Account.

Options for projects not recommended for funding include:
- Reducing the scope of the project to an amount that can be funded
- Deferring the submission to a future year
- Pursuing alternate funding sources, such as the Rate Stabilization Account
- Withdrawing the submission
- Confirming the project cannot proceed due to limited funding resources

For the 2016 budget, Council will be included earlier in the process by bringing these issues to
the November Finance Committee meeting for decision. In addition, Council will approve the

projects that have dedicated funding sources.

Staff will then prepare the final budget and five-year plan based on the direction received from
Council.

Iltems #14-15 — Public Consultation and Bylaw Adoption

Once the 2016-2020 5YFP receives preliminary approval from Council, typically in February,
the public consultation process will be initiated as required under the Community Charter, prior
to adoption of the financial plan.

Staff are reviewing various methods of communication in order to provide additional information
to the public. Let’s Talk Richmond, a news release, and newspaper advertisements will continue
to be used. In addition, staff are planning to utilize an interactive Open Budget App offered by
Socrata that would make the budget accessible online and on mobile devices to drill into the
Capital and Operating budgets.

This tool will advance Council’s term goal of improving transparency and keeping citizens well-
informed.

The following figures demonstrate the Open Budget App using the Capital Budget as an
example. The details can be explored by drilling into the City’s various Capital programs
(Figure 1), the categories within those programs (Figure 2), the list of projects within each
category (Figure 3) and finally the details of individual capital projects (Figure 4).
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Conclusion

The revised budget process provides Council with additional opportunities to provide input into
the 5 Year Financial Plan. The service levels from 2015 will establish the base for the 2016
budget. The planned public consultation process will improve transparency by making
additional information more accessible.

Lo

elissa Shiau, CPA, CA
Manager, Financial Planning and Analysis
(604-276-4231)

MS:ms

Att. 1: Revised Budget Cycle

Att. 2:  Types of Services

Att. 3. Capital Ranking Form

Att. 4: Macroeconomic Indicators & Forecast
Att. 5: Budget Process Summary
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Attachment 2

Types of SeWice

Division Department/Sections/W ork Units :
Core Traditional Discretionary
e  Finance Systems v v
e  Financial Reporting v Y v
e  Financial Planning & Analysis \ v v
e  Revenue/Taxation \J v v
e  Purchasing and Stores v v
e  Treasury & Financial Services v v \
e  Payroll \ v
Information Technology
e [T Administration v v
e  Business & Enterprise Systems v v
e  Innovation v
e Infrastructure Services v v
e  GIS & Database Services v v
e  Customer Service Delivery v v
City Clerk’s Office
¢  Operations/Legislative Services v v
e  Records & Information \ v
e  Richmond Archives v v
Administration & Compliance
e  Business Advisory Services v \
e  Business Licenses v v
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Budget Process Summary:

The key budget processes are summarized below.

i. Capital Project Ranking and Review

e Each capital submission includes a business case, unless an exception has been
granted. An exception can be granted by Council or the CAO at the Capital Budget
submission stage. The provision of a mechanism for an exception is important
because the nature of some projects is such that the community benefit far outweighs
the business case factors.

e Each submission is first self-ranked using a common ranking criteria across all projects
and the final ranking is decided upon by a Review Committee comprised of staff from
each respective division to provide an objective review of all capital projects and the
associated OBI.

e After the capital projects are reviewed and ranked by the Review Committee, the list of
capital projects and OBl will be forwarded to SMT for further review and CAO approval
prior to submission of the recommended projects for Council decision.

ii. Operating Budget Impact (OBI)

e Capital projects will require a business case, with exceptions; therefore any OB,
operating or utility, should be analyzed and substantiated in the business case.

e OBl can only be included on current capital projects. Any other OBI requests will be
included as additional level requests.

e OBl information will be broken down between labour and other expenditures and
standard costs will be provided.

e FP&A will provide the initial review of the OBI submissions; however, comprehensive
review will be conducted by the Review Committee in conjunction with the capital
review, with final review by SMT and CAQ prior to forwarding recommendations for
Council decision.

iii. Operating Budget Process

¢ In order to ensure consistent application of budget assumptions, FP&A will input the
budgets into the systems and departments will review and sign-off.

e Departments will highlight any non-discretionary increases and provide supporting
documentation to FP&A.

e Salary and fringe benefits will be input by FP&A with instructions from Payroll and
Human Resources Department (HR).

¢ Only non-discretionary increases with sufficient documentation to support the increases
will be allowed.

e Each department’s budget submission will be compiled and reviewed in conjunction
with any Service Level Review Reports produced as a result of operational and service
level reviews conducted in that area of the organization.

o Each department’s budget is to be signed-off by the respective GM in accordance with
Council Policy 3016.

iv.  Capital Budget Submissions and Close-outs
e The list of outstanding active projects will be reviewed by each GM, and all projects that
should be closed are to be identified in a memo. All 2010 and prior projects should be
closed and if required to be kept open, rationale should be provided to the GM, Finance
and Corporate Services and copied to FP&A.
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e All capital project submissions are required to clearly identify timing of cash flow
requirements, in order for the Treasury and Financial Services section to plan
investment strategies to maximize the City’s portfolio investments, while ensuring cash
flow requirements are met.

e Capital submissions, including any associated Operating Budget Impact (OBI), are to
be approved by each respective GM prior to submission.

v. Additional Levels of Service (ALOS) Requests
¢ Additional levels of service requests are not to be included in the current year operating
budget and the proposed 5YFP, in accordance with Policy 3016, rather they are
identified separately.
e There are two types of ALOS: (a) Ongoing, to be included in the tax base and funded
by a tax increase and (b) One-time, to be funded by sources other than taxation.

a) Ongoing ALOS requests are proposals to add new services, programs, program
enhancements, or to increase expenditures as a result of growth. Ongoing
ALOS are proposed to recur each year and form the new base level of service.
Examples include: increasing maintenance from once to twice per year,
increasing hours of operation and additions to the staff complement.

b) One-time ALOS requests apply to the current budget year only and could be
funded by the City’s rate stabilization account and/or other non-tax sources,
- subject to Council approval. Examples include: funding for consultants,
purchase of minor capital equipment, and one-time services or programs, which
may include temporary staff requirements for a specific period of time.

¢ All ALOS requests are to be signed off by the GM of the respective department, ranked

by the Review Committee, reviewed by SMT and approved by the CAO prior to
presentation to Committee/Council for a decision.
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