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Capital Operating Budget Impacts (OBI)

Operating Budget Impacts (OBI) include funding for new major facilities; it also includes OBI for
the 2017 recommended Capital Program.

Additional Levels of Service

The recommended additional level expenditures includes funding for Let’s Talk Richmond,
managing storm events, and increased funding for Community programs. In terms of recommended
additional level expenditures for policing, they include 11 police officers and 3 municipal
employees to support the RCMP detachment.

Long Term Financial Management Strategy

The uncommitted reserve funding available for Building Reserves, as at September 30, 2016, is
$38.1M. Phase 1 of the major facilities replacement plan was $124.1M. The additional 1.0%
increase in transfer to reserves would be transferred into the Capital Building and Infrastructure
reserve to ensure adequate funding for phase 2 community facilities and ageing building
infrastructure.

Summary

The proposed 2017 budget is in compliance with Council policies as the same level of service
increase of 1.19% is lower than forecasted CPI target of 2.1%. It also ensures costs for increased
levels of service associated with the new facilities are captured in order to maintain community
livability bringing the tax increase to 1.89%. Council’s emphasis on a safe community is also
strengthened with the addition of 11 police officers and 3 municipal employees to support the
RCMP detachment. Finally, it is in full compliance with the Long Term Financial Management
Strategy (LTFMS) as it proposes a 1% increase for infrastructure replacement, specifically for
community facilities.
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Staff Report
Origin
Subsection 165(1) of the Community Charter requires the City to adopt a 5-Year Financial Plan
(5YFP) Bylaw. The 2017 Operating Budget forms the basis of the City’s SYFP. Under the
Community Charter, the City is prohibited from incurring any expenditure unless the

expenditures have been included for that year in its financial plan, and the City is required to
provide a balanced budget, with no projection of a deficit.

The proposed 2017 Operating Budget (“Budget™) applies the principles of Council’s Long Term
Financial Management Strategy (LTFMS) (Policy 3707) (Attachment 6), which was originally
adopted in 2003, “Tax increases will be at Vancouver CPI rate (fo maintain current programs
and maintain existing infrastructure at the same level of service) plus 1% 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.
7.4.  Strategic financial opportunities are optimized.
Council’s 2014-2018 Term Goals are summarized in Attachment 1.

At the Finance Committee meeting held on July 4, 2016, the following recommendation was
approved:

That the services as presented in Attachment 2 of the staff report titled “2017-2021
Budget Process” dated June 13, 2016 from the Director, Finance be approved as the
base for the 2017 budget.

The types of programs and services delivered by each division have been categorized as Core,
Traditional or Discretionary as presented in Attachment 2.

Analysis

Budaget Process

The proposed 2017 budget presents a same level of service budget, with only non-discretionary
increases that can be clearly identified and supported. Enhanced or new levels of service are
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identified separately as ongoing additional expenditure requests by the respective divisions for
Council’s consideration. Refer to Attachment 3 for the 2017 Budget Cycle.

Environmental Scan

Economic Qutlook

Richmond housing starts have maintained a steady 11% proportion of Metro Vancouver starts
since 2009, with this indicator growing to 12% in the last three years. The construction value of
Richmond’s total building permits issued is $569 million as of September 30, 2016.

Refer to Attachment 4 for further information on the Economic Outlook.
Taxation

Richmond has the 5™ lowest property taxes out of 21 municipalities in Metro Vancouver at ‘
$1,568 for an average residential property assessed at $763,269. This is based on the municipal
portion only that City Council has control over, which is approximately half of the property tax
billing. The rest pertains to Translink, School Board, Metro Vancouver and Municipal Finance
Authority. Within the comparator group (i.e. top five municipalities based on population),
Richmond continues to have the 2™ lowest municipal tax for the average residential assessment.
Refer to Attachment 5 for a comparison of all Metro Vancouver municipalities.

Richmond is ranked 7™ out of the 21 Metro Vancouver municipalities with regards to the
business to residential tax ratio position of 3.24 amongst the Metro Vancouver municipalities. In
other words, if a property was assessed at $1,000, the business property owner paid $3.24 while
the residential owner paid $1.00. Richmond is the 3™ lowest in business to residential tax ratio
when compared to its comparator group.

Overall, Richmond residential propetties are highly sought after. When comparing with our
comparator group, a single family detached home in Richmond has the third highest average
2016 assessed value of $1.16M, just behind Burnaby at $1.22M and Vancouver at

$1.85M. Richmond property values are consistently high and property taxes reasonable relative
to the services provided.

Long Term Financial Management Strategy (LTFMS)

On March 23, 2015 Council approved a new Casino funding allocation model which took effect
starting with the 2016 budget.

Table 1 summarizes the allocation of gaming revenue in comparison to the 2016 allocation.
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OBI of Previously Approved Developer Contributed Assets

The following developer contributed assets that were previously approved by Council as part of
rezoning approvals will be placed in service in 2017 and will require funding for ongoing
operation and maintenance. In addition, external grant funding received for advancing the Flood
Protection Program has resulted in additional OBI.

>
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Flood Protection Program OBI: $31,250

The City received $16.63M of grant funding from the Province of British Columbia to
rebuild four drainage pump stations and upgrade various sections of the dike. These
projects now form a part of the 2016 Capital Program and was adopted by Council at the
June 27, 2016 Council Meeting. An operating budget increase was not included and this

project reflects the operating budget increase that will occur as a result of the grant
funding.

River Green Village — Oval East Waterfront Park OBI: $25,169

Ongoing funds are required to cover the cost of operating Phase 1 of the Oval East
Waterfront Park which is being constructed by the developer of the adjacent property per
RZ 2009-460962 and which is scheduled for completion in fall 2017. After the park has
been constructed and maintained for one year the park will be transferred to the City's
Park Operations. This will cover the ongoing maintenance of various items including
planting beds, grass cutting, weed control, waste management and tree maintenance.

Kingsley Estates Child Care Facility (Polygon) OBI: $38,833

Polygon is providing, at their cost, a turnkey child care facility with 5,500 sq. ft. of
indoor area and 5,000 sq. fi. of outdoor play area. The community amenity is being
provided as a voluntary contribution related to RZ 13-649524. The estimated cost is not
to exceed $3.3M, which is Polygon's amenity contribution. Polygon will hold and
manage all of the funds for the project. The building will be completed in 2017 and the
OBI has been based on current estimates for ongoing maintenance. The building will be
leased to a non-profit child care operator who will share some of the maintenance
responsibilities, particularly those involving operating expenses (e.g. utilities, janitorial
and staff costs, etc.).

Gardens Children’s Centre (Second Floor) OBI: $14,794

Ongoing funds are required to maintain the second floor of the Gardens Children's Centre
and exterior landscaping. Funds for the maintenance of the first floor and a surface
parking lot have been approved. Townline (the external partner) is renovating a sales
centre and the first floor of the Coevorden Castle to create a new BC Building Code
compliant child care facility on City-owned land. The facility upon completion will be
turned over to the City. The second floor (2,300 sq. ft.) was not part of Townline's CAC
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2015 2016
Housing Starts 2012 2013 2014 2015 | (to Sep) | (to Sep)
Richmond 1708 1427 3036 2657 1551 1765
Metro Vancouver (MV) 19027 18710 | 19212 20863 15236 22198
Richmond as % of MV 9% 8% 16% 13% 10% 8%

The construction value of Richmond’s total building permits issued reached an extraordinary
$800 million in 2010, as multiple major projects were approved during the year. Subsequent
years registered healthy levels of between $400 and $600 million in Richmond, with 2015

registering a new record of $998 million in construction projects. 2016 is on track to reach a
healthy level of $600 to $700 million in construction value of projects.
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