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Special Finance Committee

Anderson Room, City Hall
6911 No. 3 Road

Monday, December 14, 2015
4:00 p.m.

MINUTES

Motion to adopt the minutes of the meeting of the Finance Committee held
on December 7, 2015.

FINANCE AND CORPORATE SERVICES DIVISION

RICHMOND PUBLIC LIBRARY 2016 BUDGET
(File Ref. No. 01-0155-04-01) (REDMS No. 4844238)

See Page FIN-13 for full report

Designated Speaker: Greg Buss

STAFF RECOMMENDATION

That the Richmond Public Library proposed 2016 budget of $8,743,930 be
approved.

2016 OPERATING BUDGET OPTIONS
(File Ref. No. 03-0970-01) (REDMS No. 4840886 v. 3)

See Page FIN-25 for full report

Designated Speaker: Jerry Chong & Andrew Nazareth
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Special Finance Committee Agenda — Monday, December 14, 2015

Pg. #

ITEM

STAFF RECOMMENDATION

That:
1)

()

(3)

(4)

()

(6)

the 2016 Operating Budget presented in the staff report report titled
2016 Operating Budget Options dated December 9, 2015 from the
Director, Finance with a tax increase of 2.00%, after utilizing rate
stabilization funding of up to 0.06% ($113,880) be approved;

ongoing additional levels in the amount of $209,653 with a tax impact
of 0.11% as presented in Appendix 3 of the staff report titled 2016
Operating Budget Options from the Director, Finance be approved;

ongoing additional levels in the amount of $1,827,331 for 12
additional police officers be approved with no 2016 tax impact by
utilizing a corporate reset as detailed in the staff report report titled
2016 Operating Budget Options dated December 9, 2015 from the
Director, Finance be approved;

staff be authorized to make budget transfers between divisions to
ensure that the corporate reset does not impact the division’s service
levels;

the Rate Stabilization Account be used to pay for the capital costs
associated with the additional 12 police officers for a total of
$192,910; and

a tax increase of 1.00% for infrastructure replacement needs as per
Council’s Long Term Financial Management Strategy be approved.

ADJOURNMENT
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Date:

Place:

Present:

Absent:

Call to Order:

4837285

/ of
"mond Minutes

Finance Committee

Monday, December 7, 2015

Anderson Room
Richmond City Hall

Mayor Malcolm D. Brodie, Chair
Councillor Chak Au

Councillor Derek Dang
Councillor Carol Day

Councillor Ken Johnston
Councillor Alexa Loo

Councillor Bill McNulty
Councillor Linda McPhail

Councillor Harold Steves

The Chair called the meeting to order at 4:34 p.m.

MINUTES

It was moved and seconded
That the minutes of the meeting of the Finance Committee held on
November 2, 2015, be adopted as circulated.

CARRIED

FINANCE AND CORPORATE SERVICES DIVISION

2015 AUDIT ENGAGEMENT
(File Ref. No. 03-0905-01) (REDMS No. 4814774)

It was moved and seconded
That the 2015 Audit Planning Letter from KPMG, LLP, dated November
13, 2015, be received for information.

CARRIED
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Finance Committee
Monday, December 7, 2015

FINANCIAL INFORMATION - 3% QUARTER SEPTEMBER 30, 2015
(File Ref. No.) (REDMS No. 4786970)

In response to queries from Committee, Jerry Chong, Director, Finance,
accompanied by Cindy Gilfillan, Manager, Financial Reporting, advised that
(i) gaming revenues are on target to meet the 2015 budgeted allocation of $18
million, (ii) Council may review the transfer of operating surpluses to the Rate
Stabilization Account at their discretion, and (iii) impacts to gaming revenue,
due to the additional conditions introduced by the BC Lottery Corporation,
will not be realized until the end of the 4™ Quarter. Mr. Chong commented
that applying the operating surpluses to the City’s budget, while achieving a
one-time reduction to the budget, would potentially increase budgets in future
years. He further commented on the Real Estate Investment Strategy that will
examine diversifying the City’s funds and the need to maintain safe
investment portfolios given the uncertain economic climate.

It was moved and seconded

That the staff report titled, “Financial Information — 3" Quarter September
30, 20157, dated November 18, 2015 from the Director, Finance be received
for information.

CARRIED

RICHMOND OLYMPIC OVAL CORPORATION

3®? QUARTER 2015 - FINANCIAL INFORMATION FOR THE

RICHMOND OLYMPIC OVAL
(File Ref. No.) (REDMS No. 4818693)

In reply to questions from Committee, Rick Dusanj, Controller, Richmond
Olympic Oval Corporation (ROOC), noted that in-house marketing expenses
for the Richmond Olympic Experience and other business initiatives will be
realized in the 4™ Quarter financials and that operating surpluses will be
transferred into the ROOC’s Capital Reserves.

It was moved and seconded

That the report on Financial Information for the Richmond Olympic Oval
Corporation for the third quarter ended September 30, 2015 from the
Controller of the Richmond Olympic Oval Corporation be received for
information.

CARRIED
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Finance Committee
Monday, December 7, 2015

COMMUNITY SERVICES DIVISION

2016 OPERATING AND CAPITAL BUDGETS FOR RICHMOND

PUBLIC LIBRARY
(File Ref. No.) (REDMS No.)

Greg Buss, Chief Librarian and Secretary to the Board, Richmond Pubic
Library, provided background information and spoke to the ongoing transition
from print-based information service to a blend of traditional and digital
services and the request for an ongoing $200,000 increase to the collection
budget.

Discussion ensued in which Mr. Buss provided the following information:

= the new loan policies designed to provide better access to the collection
while also increasing fine collection and printing charges will be
reviewed within three months after its implementation in early 2016;

= the additional $200,000 one-time funding received in 2015 was utilized
to upgrade the collections to the Steveston, Ironwood and Brighouse
library branches;

= the ongoing additional $200,000 funding would be used to maintain the
print-form and digit collections;

u recent computer upgrades will allow for electronic fine notification and
other service initiatives;

= increases in revenues are anticipated in 2016 due to cost effective
technology;

= Regional comparisons indicate that the library’s operating efficiencies

are higher, its per capital expenditures are slightly below average, and
its per capita support is significantly below the average;

= Inter-municipal borrowing revenue has been dramatically reduced due
in part to the growth in the Chinese language collections at other
libraries and to the limited resources to purchase new material;

= a portion of the 2015 operating surplus will be used towards
establishing The Launchpad space at the Brighouse Library branch; and

= the proposed budget increase of 2.96% plus additional funding of
$200,00 would maintain existing service levels and allow for the
continued investment to the print-form and digit collections.

Discussion ensued regarding the allocation of the 2015 operating surplus, the
ongoing additional level funding request and the proposed budget undergoing
further review. Committee directed that 2015 actual figures and regional
comparisons be provided.
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Finance Committee
Monday, December 7, 2015

In response to a question from Committee, Cathryn Volkering Carlile,
General Manager, Community Services, commented that the Library Board’s
proposed budget does not undergo the same level of scrutiny by the City
Senior Management Team as the line Department’s budgets although the
request for ongoing additional funding in the amount of $200,000 was fully
considered along with the other requests and was not recommended by staff.

As a result of the discussion, the following referral was introduced:

It was moved and seconded
That the 2016 Richmond Public Library Operating and Capital budgets be
referred back to staff for further analysis.

CARRIED

FINANCE AND CORPORATE SERVICES DIVISION

2016 CAPITAL BUDGET
(File Ref. No. 03-0970-01) (REDMS No. 4761439 v. 8)
Andrew Nazareth, General Manager, Finance and Corporate Services,

accompanied by Mr. Chong provided information regarding the proposed
2016 Capital Budget as follows:

= the proposed Capital Budget aligns with the 2014-2018 Council Term
Goals and aligns the assets and the financing to achieve the service
levels approved by Council;

= the building program is not included in the proposed budget;

= Parks Develop Cost Charges (DCC) funds were used for major park
acquisitions in 2015;

. the 2016 land acquisition program aligns with the Investment Land
Strategy approved earlier in 2015;

= the new fire vehicle and equipment is anticipated to be purchased in
2016;

u the City’s DCC program consists of projects and the costs are allocated

between existing development and new growth. There is a range of
percentages depending on each program and the City funds a
percentage for projects that benefit the existing population (benefit
factor); and

= the City also funds a percentage of all DCC projects as it would be
unfair to impose on new development all of the costs that are
attributable to new development; therefore, the City funds an assist
factor of 1%.
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Finance Committee
Monday, December 7, 2015

In response to a query from Committee, Jim Young, Senior Manager, Capital
Building Project Development, advised that the Garratt Wellness Centre
requires upgrades to the electrical and mechanical systems.

In reply to a query from Committee, Mike Redpath, Senior Manager, Parks,
commented that staff is in negotiations through the Council/School Board
Liaison Committee regarding the potential disposition and/or acquisition of
school property.

In response to a question from Committee, Robert Gonzalez, General
Manager, Engineering and Public Works, noted that, regarding the LED Street
Light Replacement Plan and the changing technologies, several products are
undergoing testing to determine whether they meet performance standards
prior to entering into discussions with potential suppliers regarding providing
the products at no cost.

In reply to a query from Committee, Jane Fernyhough, Director, Arts, Culture
and Heritage Services, advised that the Interurban Tram Restoration funding
request would allow for the complete refurbishing of the tram, both inside and
out.

It was moved and seconded
That the 2016 Capital Budget totalling $104.1M be approved and staff
authorized to commence the 2016 Capital Projects.

CARRIED

2016 PROPOSED OPERATING BUDGET
(File Ref. No. 03-0970-01) (REDMS No.)

In response to questions from Committee, Mr. Nazareth and Mr. Chong
provided the following information regarding the 2016 Proposed Operating
Budget:

= the proposed budget does not include any provision for an increase in
police officers;

u a “Corporate Reset” involves examining the Rate Stabilization
Accounts, the budget for increased revenues, deferred savings through
delayed replacements, and historic surplus balances to arrive at a figure
that would reset the base line on a one-time bases only;

= a “Corporate Reset” and/or utilizing operating surpluses to offset the
operating budget may expose the City to the risk of higher budget
increases in subsequent years or depleting reserve funds;

= the Rate Stabalization Account assists the City in achieving minimal
increases to the Operating budget by providing a source for one-time
initiatives;
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Finance Committee
Monday, December 7, 2015

5 the City is statutorily restricted in terms of the types of investments it
invests in and that principal must be protected at all times;

= the City is in a solid financial position; however, one major incident
could dramatically affect the City’s resources;

= the Community Charter requires municipalities to fix one tax rate per
class, such as residential, commercial, and industrial, etc.;

= the impact of the City’s Service Level Review process to the proposed
budget would be challenging to quantitatively demonstrate;

= 98% of the budget increase can be attributed to salaries (65%), RCMP
contract increases (17%), and senior level of government downloading
(15%);

" the largest portion of the Law and Community Safety budget related to
contract services is the RCMP contract, the Community Services
contract services relate to the Community Centres, and the Engineering
and Public Works budget has a variety of contract services;

u one-time expenditures are not included in the Operating budget as
requests are funded through the Rate Stabilization Accounts;

= staff would examine the additional level funding, the Rate Stabilization
Account, and revenue increases in an effort to achieve a 2% budget
increase;

. relying on casino revenue to offset the Operating budget may cause the

City to be at risk to higher budget increases in future years in the event
the casino revenues decline in the future; and

. casino revenues have been allocated towards specific projects;
however, Council may make changes at any time.

In reply to a question from Committee, Ms. Fernyhough commented that it is
difficult to project over the long-term whether the funds requested for the Arts
Centre Recreation Leader Auxiliary Hours would be offset by increased
program registrations.

Discussion ensued regarding (i) including Item #19 “Increased BSW Hours
for Steveston Museum/Tram” (Attachment 11) in the Operating Budget, (ii)
staff providing a breakdown of the Law and Community Safety Operating
Budget into its various components, (iii) staff including the City’s
Organizational Chart in the report, and (iv) strategies for achieving a 2%
budget increase; (v) staff providing further details pertaining to personnel
vacancies and the impact of vacancies to the organization.
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Finance Committee
Monday, December 7, 2015

In response to a query from Committee, George Duncan, Chief
Administrative Officer, advised that, in the event of a staff vacancy, a review
is undertaken to ensure that the position should be legitimately filled;
therefore, the delay in filling the position generates savings during the
vacancy. He further advised that a portion of the budget increase reflects the
projected pay increases for the coming year and that, while the City’s turnover
rate is low, vacancies are an ongoing process.

In reply to a query from Committee, Superintendent Renny Nesset, Officer in
Charge (OIC), Richmond RCMP, stated that an extensive review of police
resource levels and that the proposed additional staff request is necessary to
adequately service the city. Also, he commented that over the past five years
requests for additional resources have been between 0 and 2 officers per year.

In response to a question from Committee, Ms. Fernyhough advised that the
current Arts Outreach Van is not a part of the fleet inventory replacement
program; therefore resources are not available for the van’s future
replacement.

In reply to a query from Committee, Ed Warzel, Manager, Community
Bylaws, commented that the request for an Agrologist Contractor would be an
off-site resource and the contractor is critical for the timely processing of
applications.

Discussion ensued regarding (i) a strategy related to police services and the
cost implications to the Operating budget, (ii) the need for additional
information related to the rationale for not recommending certain ongoing
expenditure requests, (iii) a breakdown of the Law and Community Safety
budgets to show the various services separately, (iv) an analysis of the
“Corporate Reset”, and (v) further details pertaining to personnel vacancies
and the impact of vacancies for the City.

As a result of the discussion, the following referral was introduced:

[t was moved and seconded
That the 2016 Proposed Operating Budget be referred back to staff for
Surther information related to the following:

(I)  the rationale as to why the items listed in “Attachment 11 - Ongoing
Expenditures Request (Not Recommended),” were not recommended

by staff;
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Finance Committee
Monday, December 7, 2015

(2)  a breakdown of the Law and Community Safety budget to show the
Richmond RCMP budget separately;

(3)  adescription of the “Corporate Reset” as discussed by staff;

(4)  details pertaining to personnel vacancies and the impact of
vacancies; and

(5)  strategies for reducing the proposed tax increase to 2% and the
impacts to the proposed budget.

The question on the motion was not called as discussion ensued regarding (i)
the Richmond RCMP staffing request (outlined in Attachment 10), (ii)
maintaining 2015 tax levels, and (iii) examining the corporate surpluses and
Rate Stabilization Fund. Committee directed that, if possible, staff report
back to the December 14, 2015 General Purposes Committee meeting.

The question on the motion was then called and it was CARRIED.

2016 ONE-TIME EXPENDITURES
(File Ref. No. 03-0970-01) (REDMS No. 4763304 v. 6)

In reply to a question from Committee, Mr. Nazareth advised that the request
for the Public Safety Mobile Command Vehicle is not a part of the
recommended one-time expenditures total.

In response to a query from Committee, Fire Chief John McGowan,
Richmond Fire-Rescue (RFR), spoke to the poor condition of the Public
Safety Mobile Command Vehicle and to the need for its replacement.

Regarding a query related to the Museum Development Plan, Ms. Fernyhough
commented that staff is currently examining various museum models and that
future development plans would be presented to Council for approval.

In reply to a question from Committee, Mr. Redpath noted that the Steveston
Harbour Log Debris Removal would cover the harbour from Gilbert Beach
through to the Cannery channel. In addition, he noted that, while log removal
is the responsibility of the Federal government, the request is for a one-time
expenditure for the City’s harbour to address navigational hazards.

In response to a query from Committee, Victor Wei, Director, Transportation,
commented that the request to fund new traffic and speed counters is for the
replacement of existing outdated equipment and would be used throughout the
city.

In reply to a query from Committee, Serena Lusk, Senior Manager,
Recreation and Sport Services, advised that the bulk of the funds requested
related to the Community Services Communications/Marketing Plan would be
directed towards the cost of external consultants to assist the marketing staff.
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Finance Committee
Monday, December 7, 2015

Grant Fengstad, Director, Information Technology, commented that the City
Grants System Improvements are to fund enhancements to the existing web-
based application system.

Fire Chief McGowan stated that the RFR Mobile Inspections are tablet
computers useful for building inspections, on-site recordings, and various
HAZMAT applications.

Ms. Fernyhough advised in reply to questions, that the Heritage Inventory
Review funding request would update the inventory database and allow for
additional resources to complete the update. She further advised that the
proposed Museum Development Plan funding is for works associated with
Phase 1 of the Plan that would allow staff to (i) examine museum models, (ii)
undertake a feasibility study, and (iii) gather other detailed information
regarding development partnerships.

It was moved and seconded

That the recommended one-time expenditures in the amount of $1.635M, as
outlined in the staff report titled “2016 One-Time Expenditures”, be
approved for funding from the Rate Stabilization Account.

CARRIED
Opposed: Cllr. Day

2016 COUNCIL COMMUNITY INITIATIVES ONE-TIME

EXPENDITURES
(File Ref. No. 03-0970-01) (REDMS No. 4811158 v. 3)

Discussion ensued regarding the merits of the proposed Council Community
Initiatives One-Time Expenditures and the feasibility of including the
Interurban Tram Restoration Capital Project to the list of initiatives.

In reply to queries from Committee, Ms. Fernyhough advised that the
rehabilitation of the tram would cost approximately $396,000 and that the
ongoing expenditure request to increase the operating hours at the tram
building was not recommended. She further advised that the current hours of
operation are (i) from July and August - Tuesday through Sunday, and (ii)
from September to June — Saturday and Sunday. Also, the ongoing
expenditure request would extend the daily operating hours from May through
to the end of September.

It was moved and seconded

(1)  That the one-time expenditure requests as outlined in Attachment 1
of the staff report titled “2016 Council Community Initiatives One-
Time Expenditures” from the Director, Finance, be approved as

Sollows:
(a) 2017 Canada 150™ Steveston Ships to Shore Events in the
amount of $895,000;
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Finance Committee
Monday, December 7, 2015

(b) Richmond Gateway Theatre Society Sustainability in the
amount of $24,000;

(¢) Interurban Tram Restoration Project in the amount of
$396,000; and

(2)  That funding for the initiatives outlined above be included in the
City’s 5-Year Financial Plan (2016-2020) Bylaw.

The question on the motion was not called as staff was directed to provide a
memorandum to Council on the history of the tram prior to the next regular
meeting of Council. There was agreement to deal with Parts (a), (b), and (c)
separately.

The question on Part (a) 2017 Canada 150" Steveston Ships to Shore Events
was then called and it was CARRIED.

The question on Part (b) the Richmond Gateway Theatre Society
Sustainability was then called and it was CARRIED.

The question on Part (¢) the Interurban Tram Restoration Project was then
called and it was DEFEATED with Cllrs. Au, Dang, Day, Johnston, and
McPhail opposed.

ADJOURNMENT

It was moved and seconded
That the meeting adjourn (6:52 p.m.).

CARRIED

Certified a true and correct copy of the
Minutes of the meeting of the Finance
Committee of the Council of the City of
Richmond held on December 7, 2015.

Mayor Malcolm D. Brodie Heather Howey

Chair

Legislative Services Coordinator

10.
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w o -, Report to Committee
84 Richmond P

To: Finance Committee Date: December 10, 2015

From: Cathryn Volkering Carlile File:  01-0155-04-01
General Manager, Community Services

Re: Richmond Public Library 2016 Budget

Staff Recommendation

That the Richmond Public Library proposed 2016 budget of $8,743,930 be approved.

Cathryn Volkering Carlile

General Manager, Community Services
(604-276-4068)

Att. 1
REPORT CONCURRENCE
ROUTED To: CONCURRENCE | CONCURRENCE OF GENERAL MANAGER
Finance Department /424 & A é )
\ ]
REVIEWED BY SMT
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December 10, 2015 -2-

Staff Report
Origin

That the 2016 Richmond Public Library Operating and Capital budgets be referred back to staff
for further analysis.

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.

Analysis

When the Richmond Public Library’s (RPL) 2016 budget submission was discussed at the December 7®
Finance Committee, concerns were raised about declining Library revenues, ongoing funding requests to
refresh the Library collection, why the percent (%) increase at the Library was higher than other City
Divisions, Library use of surplus, comparisons of 2016 budget against 2015 actuals and whether City staff
had analyzed the budget submission.

The Library Board has discussed these issues and provided direction to Library staff for adjustments to
the 2016 budget in order to decrease the library’s budget submission for 2016 to be more in line with
other City Divisions (Attachment 1).

As aresult of this further review, the Richmond Public Library proposes adjustments to service levels and
now submits a budget increase of $203,230 over 2015 or 2.38%.

Below is the City staff analysis on the questions raised by the General Purposes Committee.

Declining Library Revenues: The most significant impact to revenues is the Interlink reimbursement.
The Library projects a decrease in Interlink reimbursement of $61,400 over 2015. As other libraries
increase their digitized collections, borrowing of Richmond’s collection is declining and other libraries
have improved their collections particularly in the Chinese Language material. A few years ago, Chinese
print collections were a particular strength of Richmond’s library and more books were lent to non
residents than were borrowed from other libraries. This grew RPL’s revenue at $.50 per net circulation.
Now that other library collections are more robust, the Interlink revenues are declining.

The Library does not have a Rate Stabilization Fund to offset significant variances and adjusts
expenditures throughout the year to address budget challenges. To mitigate the declining revenues, the
Library has proposed increases to fines, printing and photocopying. Overall, the Library revenues are
decreased by $34,900 or 4.19% over 2015.

Funding for Library Collection: Circulation of the Library collection is the core business function of
the Library and represents the purchase, cataloguing and processing of collection materials including
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December 10, 2015 -3-

books, videos and ebooks. As mentioned in past reports, maintaining the collection at expected levels is
critical to ensuring community satisfaction. Increases in the collection had been supported in 2015 by

$200,000 (one time expenditure) with most of this money directed to the children’s collection and branch
collections.

This year, the Library Board had requested further ongoing increases of the same amount in order to keep
up with demands through the Ongoing Additional Level Process. City staff are not recommending this
ongoing increase to City Council.

City staff have asked why the collection needs to be increased so substantially. In addition, to US
exchange rate variances recently, RPL maintains that costs are higher for digital materials over print
materials. Richmond Library users want digital materials and the demand is increasing. While addressing
increased demands and higher costs for the digital collection, the print collection also needs to be
refreshed as well. RPL still needs a strong collection in both print and digital collection and as such,
funding is needed to offset increased costs of purchasing,

To address collection needs, RPL is proposing to maintain investing in the collection by adjusting staff
costs and hours of operation in three (3) branches to offset this need.

Use of Library Surplus: If the Library has a surplus, this is traditionally returned to the Library to offset
other Library priorities. In 2015, it is anticipated that the Library will have approximately $115,000.
Earlier this year, the City approved a number of projects for submission to the Canada’s 150
Infrastructure Fund. The Richmond Public Library Digital Services Launchpad was submitted and
subsequently approved for funding by the Federal Government.

This project will provide free access for Richmond residents to new and innovative digital library services
by converting a temporary proof-of-concept space into a permanent service area called The Launchpad
which will be in an open area that provides residents of all ages with the hands-on opportunity to learn,
create, collaborate and discover while using the most up-to date technology and equipment.

Some examples of the activities and technologies that will be available are 3D printing, computer coding,
workstations for the creation and self-publishing of text, graphics, video, audio and music creations,
robotics, scanners and laminators and 3D modeling software. Sixteen (16) specialized workstations will
be provided eight (8) of which will be designed specifically for children.

The Launchpad will also provide facilities to hold small group presentations and instructional workshops
in these areas of technology so that users can not only learn how they work, but can also take the
important next step of utilizing them for their home, business and school projects. The Library will be
inviting local community experts, hobbyists and volunteers to lead and conduct these workshops in order
to deepen and expand the knowledge and skills in digital literacy for the community at large.

The matching funding are proposed to be covered through the Library’s 2015 surplus rather than be
considered in the City’s 2016 capital budget or one time budget submissions. Staff support this approach.

2015 Actuals/2016 Budget Projections: the Library’s 2015 actuals show a decline in revenues from
book fines and Interlink reimbursement. The proposed 2016 budget addresses these declines by
introducing increased book fines, increased charges for printing and copying and in house book sales for a
net decline in revenue of -$34,900.

On the expense side, 2015 actuals show a surplus in salaries and benefits due to salary gapping, delayed
vacancy replacement, close scrutiny over position replacement and careful use of auxiliaries. Staff were
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very aware of shifting revenues and the need to provide matching funding for the Canada 150
Infrastructure Grant.

Proposed Budget Considerations: The Richmond Public Library has reviewed the 2016 operating

budget and recommend the following adjustments to mitigate the impact of the Library collection funding
and declining revenues.

Option 1 ~ Reduce Service Levels and Shift Funds to Increase the Library Collection — Net decrease
$50,000 (Recommended)

RPL addresses this by decreasing staffing levels through the reduction of hours at three (3) branches by
26 hours per week. This will ensure that the branches will continue to stay open seven days a week with a
full day on Sunday. Full time staff will not be impacted by this reduction. It is felt that this will be
tolerable by the patrons and allow for a reduction in staffing and benefits for a total reduction of $200,000
annually. It is further recommended that of the $200,000 that $150,000 be redirected into the collections
provisional in order to keep pace with customer demands and mitigate the impact of the declining value
of the Canadian dollar to US funds. The Library Board feel that this options maintains good customer
service, strong collection for users to borrow and maintains a high level of service regarding borrowing
materials to the community.

Option 2 — Endorse the 2016 Proposed Library Budget - Net decrease $0

Alternatively, the budget as previously presented at $8,793,930 representing a 2.96% increase could be
adopted with no provision for increasing the collection. This would not reduce the service hours at three
(3) branches. This option does not address collection needs and, given the unlikely support for an
additional level to collections, provides a reduced level of service regarding borrowing materials.
Alternatively, the Library could just adjust salaries downward and increase collection expenditures while
maintaining the same budget level as previously proposed. This would modestly change library hours
while improving the collection.

Financial Impact

With the revised submission, the 2016 Library budget proposal is $8,743,970 representing a 2.38%
increase be approved.

Conclusion

The Library budget proposal has been reviewed and a increase of 2.38% is recommended by staff. This is
in line with other City Divisions increases.

Cathryn Volkering Carlile
General Manager, Community Services
(604-276-4068)

Att. 1. Report to Committee — Richmond Public Library
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___l Public Library

Report to Committee

To: Finance Committee Date: December 11, 2015
From: Greg Buss
Chief Librarian and Secretary to the Board
Richmond Public Library
Re: Revised 2016 Operating and Capital Budgets for Richmond Public Library
Staff Recommendation

That the 2016 Richmond Public Library Operating and Capital budgets as presented in this report
dated December 11,2015 from the Chief Librarian and Secretary to the Board be approved with
an adjusted level of service municipal contribution of $8,743,930 representing a 2.38% increase.

Greg Buss %
Chief Librarian and Secretary to the Board

Richmond Public Library
(604-231-6418)
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December 11, 2015 Report to Committee Page 2

Origin
Following discussion at the December 7" Finance Committee meeting the Committee requested

further review and analysis of the Library’s 2016 Operating and Capital budgets. The Committee
requested additional information on:

e 2015 Actuals
e 2015 Anticipated Operating Surplus
e Regional comparisons with other libraries

Library staff have prepared a revised budget that reduces the increase to 2.38%.
Analysis

2015 Projected Actuals

Projected 2015 actuals are shown in Appendix 1, page 6. They have been developed by using
actuals up to November 30™ and then projecting from December 1% to December 31*,

A significant revenue shortfall of $112,840 is expected mostly due to falling revenues from late
charges and reciprocal borrowing fees from InterL.INK libraries.

Expenditures are significantly under particularly in Salaries and Benefits. This is due to the
realization that revenues would not be meeting targets and that expenditures would have to be
reduced in order to meet the shortfall. The only flexibility the library has for this amount of
money is salaries. Savings are achieved through both the natural process of positions becoming
vacant through retirement or resignations and the lag in filling the vacancies as well as tight
managing of staff resources to ensure that all critical functions are being fulfilled but any
discretionary resources are re-assigned to emerging priorities.

In addition, the original 2015 budget did not anticipate the $65,000 Infrastructure Grant from the
federal government with the library’s obligation to match the $65,000 as well as contribute
$50,000 for the equipment and furnishings. The source of funding for this $115,000 has been
identified as coming from the library’s operating surplus.

2015 Anticipated Operating Surplus

The 2015 Anticipated Operating Surplus is shown in Appendix 1, page 6. Projected actuals do
not take into account Transfer to Reserves and Provisions and Adjustments that are done at year
end prior to the preparation of the Financial Statements. Therefore estimated additional
accounting adjustments for year end have been made in arriving at the projected operating
surplus of $2,542.
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Rewional Comparisons with Other Libraries

Below are regional comparison numbers drawn from the British Columbia Ministry of Education

Library Services Branch 2013 Statistics (latest available). Libraries are listed is descending order
of population (population numbers are provided by the province).

The chart demonstrates that Richmond provides on average a higher level of service (as

measured by Circulation Per Capita and Visits Per Capita) with an Expenditure Per Capita that is
well below average.

City Population | Floor Space | Circulation | Physical | Expenditure Municipal
Per Capita | Per Capita |Visits Per|. Per Capita - | Support Per

Capita Capita
Vancouver 652,419 0.77 16.00 10.58 $69.42 $60.26
Surrey : 473,347 0.40 9.30 5.04 $36.15 $32.39
Burnaby 229,464 0.45 15.20 7.81 $48.83 $51.70
Coquitlam . 127,809 0.46 10.20 5.53 $38.72 $35.15
North Vancouver District 90,523 0.74 18.10 9.40 $65.67 $65.25
New Westminster 67,880 0.64 12.00 8.30 S48.77 $54.05
North Vancouver City 51,652 0.70 14.40 9.43 $69.14 $62.34
West Vancouver 46,223 1.24 22.80 11.25 $112.49 $99.31
Port Moody , 34,488 0.36 17.60 8.35 $50.49 $44.24
Average of above libraries 0.64 15.07 8.41 $59.96 $56.08
Richmond 197,631 0.36 19.20 8.81 $44.93 $40.61

2016 Operating Budget Revised

A revised budget has been prepared that comes in at a 2.38% increase. The revised budget
addresses the need to both reduce the size of the increase and to provide additional funding to the
collections. This has been accomplished by reducing the Salaries and Benefits budget by
$200,000 and re-allocating $150,000 of it to the Collections budget, thus reducing overall
expenditures by $50,000. A

In the process of preparing the Report to Finance Committee on Revenues and Expenses earlier
this year the Library Board reviewed in detail the operating budget and discussed various options
it would have if revenues continue to fall. Particular concern was expressed over the need to
ensure that collections continue to meet the needs of both our print and digital users. At the same
time it was recognized that over the years Richmond has offered a very high level of service in a
number of areas, one of which is hours of service. When discussing the possible options for re-
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allocating funds the Library Board recognized that this was an area that could face modest

reduction but still continue to be on par with service levels that other libraries offer.

On that basis the Library Board is prepared to reduce the library’s weekly service hours from
294.5 to 268.5—a reduction of 26 hours. There would be no change to the Brighouse (Main)
Library hours and all branches would continue to be open seven days a week with a full day on
Sundays. The reductions would come from shortening the weekday hours two days a week for
the three branch libraries. Details as to particular days and hours would be determined by
analysing current use in order to minimize public inconvenience. Budget savings would come
from re-allocating and reducing staff hours and relying less on oncall budgets to fill gaps.

REVISED BUDGET

2015 Approved 2016 Budget | Difference % Difference
Budget Revised

REVENUES .
Provincial Grants $ 409,700 $ 406,600 $ (3,100) -0.76%
Book Fines 202,500 219,500 17,000 8.40%
Interlink reimbursement 146,000 84,600 (61,400) -42.05%
Printers and photocopiers 34,600 41,600 7,000 20.23%
In House Book Sales 28,900 28,900 0 0.00%
Other Revenue 10,500 16,100 5,600 53.33%
Total Revenues After Recoveries 832,200 797,300 (34,900) -4.19%
EXPENDITURES
Total Salaries and Benefits 6,914,000 6,885,330 (28,670) -0.41%
Contracts 400,200 468,200 68,000 16.99%
General and Administration 348,400 320,900 (27,500) -7.89%
Leases 239,900 240,100 200 0.08%
Utilities 140,400 140,400 0 0.00%
Supplies 111,400 114,000 2,600 2.33%
‘Equipment Purchases 36,500 40,200 3,700 10.14%
Professional Fees and Insurance 20,600 20,600 0 0.00%
Total Operating Expenses 1,297,400 1,344,400 47,000 3.62%
Transfer to Provision -- Collections 1,161,500 1,311,500 150,000 12.91%
TOTAL EXPENSES 9,372,900 9,541,230 168,330 1.80%
SUMMARY: .
REVENUE $ 832,200 $ 797,300 $ (34,900) -4.19%
EXPENDITURE (9,372,900) (9,541,230) (168,330) 1.80%
NET BUDGET . (8,540,700) (8,743,930} (203,230} 2.38%

(MUNICIPAL CONTRIBUTION)

A further analysis of the revised budget including graphs appears as Appendix 2, page 7.
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2016 Capital Budget Revised

Collections

The library’s revised capital budget for 2016 is $1,311,500 as shown under Expenditures —
Transfer to Provision — Collections. This is the amount of money the library spends on the
acquisition, cataloguing and processing of collection materials including books, videos and e-
books. In order to ensure that the collections are maintained in light of the falling Canadian
dollar the budget has been increased $150,000 by re-allocating from the Salaries and Benefits
budget.

For comparison purposes the original budget submission is included as Appendix 3, page 8.

Financial Impact

The revised 2016 library budget has a decrease in revenues of $34,900 (-4.19%) and an increase
in expenditures of $168,330 (1.80%). There is a modest adjustment to service levels with 26
fewer open hours per week. The overall increase in municipal contribution is $203,230, a 2.38%
increase.

Conclusion

This report recommends an adjusted level of service budget with a municipal contribution of
$8,743,930 representing a 2.38% increase be approved.

_ '

Greg Buss \
Chief Libraria Secretary to the Board
Richmond Publie Library

(604-231-6418)
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APPENDIX 1

Projected Actuals for 2015

2015 Approved Dec312015 2015 Variance to 2015 Variance to
Budget Projected Actual Budget Budget
REVENUES
Provincial Grants $409,700 $411,089 $1,389 0.34%
Book Fines 202,500 $142,451 -$60,049 -29.65%
Interlink Reimbursement 146,000 §113,112 -$32,888 -22.53%
Printers & photocopiers 34,600 $20,062 -$14,538 -42.02%
In House Book Sales 28,900 $22,250 -$6,650 -23.01%
Other Revenue 10,500 $10,396 -8§104 -0.99%
Total Revenues After Recoveries $832,200 $719,360 -$112,840 -13.56%
EXPENDITURES :
Salaries 5,498,800 $5,380,426 $118,374 2.15%
Benefits 1,415,200 $1,279,029 $136,171 9.62%
Contracts 400,200 $420,049 -$19,849 —4.96%
General and Administration 348,400 $341,673 $6,727 1.93%
Leases 239,900 $228,977 $10,923 4.55%
Utilities 140,400 $111,674 $28,726 20.46%
Supplies 111,400 $109,837 $1,563 1.40%
Equipment Purchases 36,500 $39,855 -$3,355 -9.19%
Professional Fees and Insurance 20,600 $20,772 -$172 -0.83%
Total Operating Expenses $1,297,400 $1,272,837 $24,563 1.89%
Transfer to Provision - Collections 1,161,500 - 1,161,500 SO 0.00%
TOTAL EXPENSES $9,372,900 $9,093,792 $279,108 2.98%
Anticipated 2015 Operating Surplus
2015 Approved Dec 31 2015
Budget Projected Actual
REVENUE
Projected Operating Revenue $832,200 $719,360
Municipal Contribution $8,540,700 $8,540,700
Total Revenue - $9,372,900 $9,260,060
PROJECTED EXPENDITURE -$9,372,900 -$9,093,792
Year End Accounting Adjustments -548,726
Transfer to Provision - Launchpad
Infrastructure project -$115,000
Anticipated Operating Surplus S0 $2,542
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APPENDIX 3

ORIGINAL BUDGET SUBMISSION

2015 Approved | 2016 Budget as | Difference % Difference
Budget Originally
Submitted

REVENUES
Provincial Grants $ 409,700 $ 406,600 $(3,100) -0.76%
Book Fines 202,500 219,500 17,000 8.40%
Interlink reimbursement 146,000 84,600 . (61,400) -42.05%
Printers and photocopiers 34,600 41,600 7,000 20.23%
In House Book Sales 28,900 28,900 0 0.00%
Other Revenue 10,500 16,100 5,600 53.33%
Total Revenues After Recoveries 832,200 797,300 (34,900) -4.19%
EXPENDITURES
Total Salaries and Benefits 6,914,000 7,085,330 171,330 2.48%
Contracts 400,200 468,200 68,000 16.99%
General and Administration 348,400 320,900 (27,500) -7.89%
Leases 239,900 240,100 200 0.08%
Utilities 140,400 140,400 0 0.00%
Supplies 111,400 114,000 2,600 2.33%
Equipment Purchases 36,500 40,200 3,700 10.14%
Professional Fees and Insurance 20,600 20,600 0 0.00%
Total Operating Expenses 1,297,400 1,344,400 47,000 3.62%
Transfer to Provision -- Collections 1,161,500 1,161,500 0 0.00%
TOTAL EXPENSES 9,372,900 9,591,230 218,330 2.33%
SUMMARY:
REVENUE $ 832,200 $ 797,300 $ (34,900) -4.19%
EXPENDITURE (9,372,900) (9,591,230) (218,330) 2.33%
NET BUDGET (8,540,700) (8,793,930) (253,230) 2.96% | -
(MUNICIPAL CONTRIBUTION)
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City of

Report to Committee

Re:

Finance Committee Date: December 9, 2015
Jerry Chong, CPA, CA File:  03-0970-01/2015-Vol
Director, Finance 01

2016 Operating Budget Options

Staff Recommendation

That:

1. The 2016 Operating Budget presented in the staff report report titled 2016 Operating Budget
Options dated December 9, 2015 from the Director, Finance with a tax increase of 2.00%,
after utilizing rate stabilization funding of up to 0.06% ($113,880) be approved.

2. Ongoing additional levels in the amount of $209,653 with a tax impact of 0.11% as
presented in Appendix 3 of the staff report titled 2016 Operating Budget Options from the
Director, Finance be approved.

3. Ongoing additional levels in the amount of $1,827,331 for 12 additional police officers be
approved with no 2016 tax impact by utilizing a corporate reset as detailed in the staff report
report titled 2016 Operating Budget Options dated December 9, 2015 from the Director,
Finance be approved.

4. Staff be authorized to make budget transfers between divisions to ensure that the corporate
reset does not impact the division’s service levels.

5. The Rate Stabilization Account be used to pay for the capital costs associated with the
additional 12 police officers for a total of $192,910.

6. A tax increase of 1.00% for infrastructure replacement needs as per Council’s Long Term
Financial Management Strategy be approved.

REPORT CONCURRENCE
Jerry Chong, CPA, CA CONCURRENCE OF GENERAL MANAGER
Director, Finance 4 3, e
(604-276-4064)
CONCURRENCE OF SMT maLs:

App. 7

4840886

7y
F

APPROVED BY %‘v g
| ~
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Staff Report
Origin

At the Finance Committee meeting held on December 7, 2015, the following was referred to
staff:

(1) the rationale as to why the items listed in “Attachment 11 - Ongoing Expenditures
Request (Not Recommended),” were not recommended by staff;

(2) a breakdown of the Law and Community Safety budget to show the Richmond
RCMP budget separately;

(3) a description of the “Corporate Reset” as discussed by staff;
(4) details pertaining to personnel vacancies and the impact of vacancies; and

(5) strategies for reducing the proposed tax increase to 2% and the impacts to the
proposed budget.

This report responds to items 1, 2, 3 and 5 of the referral. Item 4 is the subject of a separate,
closed report as it contains personnel details.

Analysis

1) The rationale as to why the items listed in “Attachment 11 - Ongoing Expenditures
Reguest (Not Recommended),” were not recommended by staff

The Capital Review Committee is tasked with reviewing and ranking Additional Level
Expenditure Requests (both One-Time Expenditures and Ongoing). Given the Committee has
defined criteria to rank Capital submissions, it was decided to apply the same ranking model for
evaluating ongoing additional level expenditures. Although it is not a perfect model for
evaluating additional level expenditures, as it was originally designed for evaluating Capital
submissions, it provides a consistent model to be applied across all submissions for the 2016
budget year. The scores would still provide an objective ranking scale for prioritization

purposes.

The criteria used include:
- Alignment with City vision
- Risk management
Social Equity, Health and Wellness and Vibrancy
- Environmental
- Economic
Refer to Appendix 1 for the detailed Capital Ranking Criteria.

The results of the ranked submissions are forwarded to SMT and the CAO for further review.
The listing is adjusted in accordance with emerging priorities. Refer to Appendix 2 for the final
Summary of Ongoing Additional Level Expenditures ranking. The Agrologist Contractor was
ranked with a score of 51.67 which placed it between items “R’ and “S” on the list. SMT
prioritized this higher due to the importance of protecting the Agricultural Land Reserve;
therefore it is listed as item “K”.
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Although item “D” Ongoing Major Events ranked high, it was not recommended as an Ongoing
Additional Level Expenditure request because it was recommended to be funded as a One-Time
Expenditure and further funding was also approved from the Council Community Initiatives
Account for the 2017 program. Therefore, in order to alleviate tax pressure, it was decided to
defer the request for ongoing funding to a future budget year.

The Review Committee ranked the request for all 17 police officers at the same score. Given the
policing model consultation, the funding decision was originally deferred pending the outcome.
At the Finance Committee’s request, funding for some level of additional police officers needs to
be addressed as part of the 2016 Budget.

The request for 17 additional police officers would result in a tax increase of 1.52% if all were
approved to be added immediately to the budget. Research has shown that Richmond is falling
behind in the number of police officers to population ratio and in order to catch up to some of the
other Metro Vancouver municipalities, staff recommend funding 12 additional police officers.
The request includes funding for various police officer positions (General Duty, Property Crime
Unit, etc.); staff are not making any specific recommendations as to which type of police officer
should be prioritized.

The recommendation for ongoing additional levels is made after taking into consideration all
other aspects of the Budget. Only the high priority requests are funded and the lower priority
requests are not recommended in order to contain costs and keep the tax increase at a reasonable
rate.

Generally, items that appear lower on the list would not get funded ahead of higher priority
requests, unless as discussed above there is a compelling reason to make an exception. The
Sustainable Media Lab Staffing received the same score as the request for additional police
officers. Therefore, staff recommended funding items “A” through “K”, except “D” which
already received One-Time funding.

Appendix 3 includes the revised recommendation for Additional Level Expenditures, which now
includes the addition of 12 police officers. Appendix 4 includes the revised list of Additional
Level Expenditures that are not recommended.

The Finance Committee has the discretion to change the recommendation for funding any of the
additional level requests with resulting tax impacts.

2) Breakdown of the Law and Community Safety Budget to show the Richmond RCMP
budget separately.

The same level of service Policing budget is shown in Appendix 5 including the number of
contracted officers.

Appendix 6 has the Revised Same Level of Service Budget with the addition of the RCMP
complement information.
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3) A description of the "Corporate Reset” as discussed by staff.

Historically, the City has managed its operations in an efficient and effective manner. This has
resulted in annual surpluses averaging 1.27% of the Operating Budget. This also ensures the
City meets statutory requirements which prohibit deficit budgeting. The Clty s Operating
Budget surplus has been mainly attributable to the following:

- RCMP contract vacant positions

- Fire Rescue vacant positions

- Vacant positions (All Divisions)

- Planning and Development permit revenues

The City’s operating surplus has enabled Council to fund additional initiatives as one-time
expenditures to generate significant community benefits each year without incurring any further
increase to property taxes. This approach provides Council additional flexibility to choose
priority initiatives that would not otherwise be supported through the annual operating budget
and re-invests taxpayer’s funds.

One-time expenditure requests are typically non-recurring, not eligible to be funded by the City’s
reserves and should not be funded through the Operating Budget to avoid fluctuations from year
to year.

Some of the approved one-time funding in the past includes the following:
- Seniors Games Support
- Planning for Tall Ships
- Sister City
- Construction of the Sharing Barn
- Funding for the City’s annual Major Events
- Gateway Theatre — Computer Upgrade, Seats and Equipment
- Library Collection Material and Equipment, Chinese Language and Junior Collection
- Steveston Community Amenities Master Plan
- Watermania — HVAC, Air Handling Units, Filter System, Retrofits
- Mobile Community Safety Education Unit

In order to prepare for significant increases in costs for policing, the CAQ directed staff to
explore the option of hitting the “Corporate reset button™.

There are changes to current budgeting approaches which Council could make to provide
additional Operating Budget capacity for additional police officers. However, it is important to
understand that the suggested changes would only provide initial, one-time budget relief. Over
the long-term, these new approaches could also increase the risk of requiring higher property tax
increases in order to achieve balanced budgets and may impact Council’s flexibility to fund
selected one-time projects through use of surplus allocations.

Staff must make numerous assumptions in developing the annual Operating Budget based on the
best information available during the budget preparation cycle. In order to ensure a deficit is not
incurred, staff use conservative estimates — lower revenue projections and conventional

expenditures. While this conservative approach ensures the City is protected against incurring a
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deficit, this usually results in an annual operating surplus. This also means that Council is not
put in a position to reduce levels of service or incur large property tax increases from year to

year.

There is an option to use a less conservative approach to budgeting for revenue and expenses to
acknowledge in advance that a surplus is likely to be realized; however it is not possible to
predict exactly where that surplus will arise from as the City’s budget includes revenues,
programs and services which are subject to external conditions including economic, weather and
senior government downloading.

Potential Solutions to Mitigate Operating Budget Increases

4840886

a) Offset Using Previous Year’s Operating Surplus/Rate Stabilization Accounts

At various times, the City has utilized previous year’s operating surplus/rate stabilization
accounts to help balance the Operating Budget and reduce the property tax impact:

In 2010, due to the recession and forecasted decline in development and building
activities, the City reduced the 2010 budgeted amount of building permit revenue by
$1.2M, which was offset by utilizing 2009 surplus of $1.2M. In 2010, despite the
recessionary conditions and declines in activity in many other municipalities, the building
permit revenues did not decline, therefore surplus was not required.

In 2011, Council approved two permanent reductions. There was a reduction of $1.2M in
the RCMP budget, due to the historical vacancy and surplus pattern, Council approved
that the RCMP budget be funded by surplus and the RCMP budget reduced by the same
amount. During the same budget year, Council approved a reduction of $0.5M to the
City’s salary budget, due to the time to recruit and fill current vacant positions.

The Water, Sewer and Sanitation Utility budgets have also been stabilized in certain
years with surplus through utility rate stabilization accounts.

This option will maintain all levels of service but could provide a one-time tax relief
through a reduction in the tax collected by utilizing the rate stabilization account. This
option would need to be reviewed annually.

b) Budgeting for Anticipated Higher Revenue

Property taxes are calculated based on the Council approved budgeted property tax
revenues required to balance the budget and assessment information provided by BC
Assessment. In order to minimize property tax increases, the City also relies on numerous
non-property tax revenue streams. The City has traditionally followed a conservative
revenue budgeting approach for non-property taxation revenues as these types of
revenues are subject to external market conditions and may fluctuate from year to year.
Development fees and gaming revenue are examples that can significantly fluctuate from
year to year.
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The City could provide additional capacity within the Operating Budget by increasing its
revenue projections for non-property tax revenues. However, once increased revenue
projections are included within the Operating Budget any subsequent shortfalls in these
revenues would need to be made up through higher property taxes or by service cuts to
reduce spending. In addition, if budgeted revenue assumptions are increased it would be
expected that surplus would be reduced, which would reduce the flexibility to fund the
types of initiatives which have been previously approved by Council through allocation
of surplus funds.

Taking a riskier approach to budgeting revenues means that it is possible the revenue
targets will not be met. In the past this has reflected on the performance of the department
even though it may be due to factors beyond their control.

c) Budget Expenses Less Conservatively

Similar to any other employer, the City experiences staff turnover and availability of
vacant positions due to termination, resignation, and retirement. The 5 year average
turnover is currently 4% and the average time to fill a vacant position is approximately
120 days, depending on the type of position. In 2011, $0.5M was reduced from the
City’s base budget; therefore this previous reduction must be taken into consideration,
should Council choose to pursue this option.

There are risks in reducing budgeted salaries since most of the City’s programs and
services are dependent upon labour. By estimating the anticipated savings that will be
realized as a result of staff turnover, the amount of taxes collected could be reduced for
one year only. If actual expenditures are projected to exceed the budget estimate, a
budget amendment would be brought forward funded by rate stabilization. This option
would need to be reviewed annually.

The three options offered above are only temporary solutions to offset rising costs as they would
result in a one-time reduction only. For long term solutions, Council would be required to
consider options that would impact the service level or eliminate discretionary services and
programs.

However, staff believe that the margin of safety available within the operating budget may be
compromised due to the unpredictable nature of external market forces. Smaller future surpluses

would also diminish the availability and opportunity to fund one-time Council initiatives.

4) Details pertaining to personnel vacancies and the impact of vacancies.

Item 4 is the subject of a separate, closed report as it contains personnel details.

The City will always have a certain number of vacancies at any given time. No organization
(public or private) can maintain a static employee population and every progressive organization
is continually managing service level demands and operational challenges. Staff are committed
to effectively managing vacancy levels in a prioritized manner ensuring that critical services are
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City of

\ -
I Report to Committee
Ricl nond
To: Finance Committee Date: November 28, 2015
From: Jerry Chong, CPA, CA File:  03-0970-01/2015-Vol-
Director, Finance 01
Re: 2016 Proposed Operating Budget

Staff Recommendation

That:
1. The 2016 Operating Budget presented in the staff report dated November 26, 2015 from the
Director, Finance with a total tax increase of 2.06% be approved.

2. Ongoing additional vels in the amount of $209,653 with a tax impact 0£0.11% as
presented in Attachment 9 of the report titled 2016 Proposed Operating Budget from the
Director, Finance be approved.

3. A tax increase of 1.00% for infrastructure replacement needs as per Council’s Long Term
Financial Management Strategy, be approved.

Jerry Chong, CPA, CA
Director, Finance
(604-276-4064)

Att. 11

REPORT CONCURRENCE

CONCURRENCE OF GENERAL MANAGER

74,4

e

i

CONCURRENCE OF SMT INITIALS:
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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 on or before May 15th of each year. The 2016 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 2016 Operating Budget (“Budget™) applies the principles of Council’s Long Term
Financial Management Strategy (LTFMS) (Policy 3707) (Attachment 1), which was originally
adopted in 2003, “Tax increases will be at Vancouver CPI rate (to 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:

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.
Council’s 2014-2018 Term Goals are summarized in Attachment 1.

At the Finance Committee meeting held on July 6, 2015, the following recommendation was
approved: :

That the service levels as presented in Attachment 2 of the staff report titled “2016-2020

Budget Process” dated June 15, 2015 from the Director, Finance be approved as the
base for the 2016 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

Budget Process

The proposed 2016 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
identified separately as ongoing additional expenditure requests by the respective divisions for
Council’s consideration. Refer to Attachment 3 for the 2016 Budget Cycle.

Staff will revise the proposed 2016 budget as directed by Council and prepare the SYFP for
presentation in February 2016. A public consultation will follow and will include the roll-out of
a new online interactive tool.

4821269
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Environmental Scan

Economic Outlook

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 year to date is $877 million, which has broken the all-
time record set in 2010 of $812 million.

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
$1,520 for an average residential property assessed at $695,132. 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 8th out of the 21 Metro Vancouver municipalities with regards to the
business to residential tax ratio position of 3.17 amongst the Metro Vancouver municipalities. In
other words, if a property was assessed at $1000, the business property owner paid $3.17 while
the residential owner paid $1.00. Richmond remains 2™ Jowest in business to residential tax
ratio when compared to its comparator group.

Overall, Richmond residential properties are highly sought after. When comparing with our
comparator group, a single family detached home in Richmond has an average 2015 assessed
value of $1.01M, second to Vancouver with an average assessed value of $1.53M. Richmond
property values are consistently high and property taxes low; therefore, Richmond residential
properties are better investments.

Long Term Financial Management Strategy (LTFMS)

On March 23, 2015 Council approved a new Casino funding allocation model which takes effect
starting with the 2016 budget. Policy 3707 item 2 was amended as follows:

Gaming revenues are designated for the capital reserves, the major capital community
Jacility replacement program, the grants program, the Council initiatives account, and

towards the cost of policing relating to gaming activities.

Table 1 summarizes the allocation of gaming revenue in comparison to the 2015 allocation.

4821269
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the declining reserve balances by adopting the LTFMS. The 1% transfer to reserve coincided
with Council's decision to replace the City's ageing Community Safety facilities. Attachment 6
shows that in the 13 years since the policy was adopted, the policy has not been consistently
applied as no increase to transfers was made in 6 of the 13 years. In 2008-2011 the policy was
waived due to interest earned on the Community Legacy and Land Replacement Reserve Fund.

Figure 1 illustrates what the balance in the Building Reserves would be if the policy were
adhered to since inception. The Building Reserves balance would be $88.0M compared to the
$31.4M uncommitted balance shown in Table 3, a difference of $56.6M.

From an annual perspective, in 2015 $8.7M from the 1% contributions was deposited into the
Building Reserves. If the policy were followed since inception, a total of $18.1M would have
been deposited in 2015 and the City could be reaching a sustainable level of funding that could
permit the discontinuance of the 1% increases.

Figure 1

Comparison of the Actual Building Reserves Balance to
the Potential Balance had the 1% Increase been
Implemented Each Year

(uncommitted)
100

80

$ Millions
3

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015%

vctual Building Reserve Balance

suilding Reserves Balance if the 1% had been implemented each year

*2015 Balance as at September 30, 2015
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Budget Challenges

In addition to the already complex nature of municipal operations, which includes operation of
fire halls, maintenance of roads, watermains, pump stations, storm and sanitary sewers, traffic
lights, parks, arenas, pools, libraries and community centres, Richmond has additional
complexities with the dyking system that is unique to our island city.

Funding is required for construction of the Phase 2 Major Facilities plan as well as the tax impact
from the associated OBI. ‘

Based on recent information received, there is a need for increased officers for Richmond,
regardless of the policing model that is chosen going forward (RCMP or Independent Municipal
Police Force).

In addition, downloading of services previously provided by senior levels of government such as
affordable housing and child care has left the municipality to meet the needs of the community.

To address some of these challenges, the City undergoes a continuous review of its programs and
services in order to identify further service improvements and cost reductions. Staff continually
look for efficiencies and innovative ways to deliver services that would streamline business
processes, contain costs and leverage the increased use of technology.

Organization Profile

The City’s six corporate divisions include:
- Law and Community Safety
- Community Services
- Engineering and Public Works
- Finance and Corporate Services
- Corporate Administration
- Planning and Development

Refer to Attachment 7 for the Municipal Breakdown of $1.

Operating Budget

Table 4 presents the same level of service budget before OBI and ongoing additional levels of
service, before new tax growth. Attachment 8 includes further details on each Division’s same
level of service budget.
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Total Salary Increase' $3,469 65.6%
RCMP Contract Increase > 914 17.3%
External Senior Government Related Increases 803 15.2%
2015 OBI Year 2 of 2 256 4.8%
Other Increases 520 9.9%
Increased revenue (1,286)  (24.3%

Decrease in investment income 388 7.3%
— L S PR BT ERT N A N0/

>ources:
L CUPE 718 and 394 collective agreements; RFFA, Local 1286 agreement
? RCMP E Division

Based on the key financial indicators shown in Table 5 $5.3M is required to fund the increasing
costs of maintaining current programs and services.

Salaries are the largest non-discretionary increase to the City. CUPE 718 and 394 collective
agreements are currently under negotiation. The Richmond Firefighters Association collective
agreement is also under negotiation. The 2016 Base budget includes a preliminary estimate for
salaries; however this may need to be adjusted depending on the outcome of the negotiations.

External Senior Government Related Increases

Council Policy 3707 item 2 states:

“Any additional costs imposed on the City as a result of mandatory senior government policy ,
changes should be identified and added to that particular year’s taxes above and beyond the CPI
and infrastructure percentage contribution.”

Table 6 summarizes the items included in the 2016 budget increase that are mandated by the
following senior government legislation:

- Police Act (Federal)

- Utilities Commission Act (Provincial)

- Medicare Protection Act (Provincial)

- Emergency Communications Corporations Act (Provincial)

- Employment Insurance Act (Federal)

- Canada Pension Plan Act (Federal)

In accordance with Council policy, these items are identified and included in the tax increase
above and beyond the CPI target.
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E-Comm 9-1-1 144
Integrated Teams and Real Time Intelligence Centre 132
DNA Analysis Services 116
Employment Insurance Premiums 100
Medical Services Premium Increase 60
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Tax Growth

New tax growth is based on “non-market change” figures provided by BC Assessment Authority.
Non-market change is the term BC Assessment uses for changes to the municipal roll value that
is not a result of market conditions. Non-market change could include: changes in assessment
class, exempt properties that become taxable in the following year or taxable properties that
become exempt in the following year and developments under construction. With respect to
developments under construction, assessors at BC Assessment Authority determine the value of
all new developments under construction by the percentage of completion as of November 30th
each calendar year. Increases in a property’s market value are not included in the non-market
change figure. Therefore the development applications received during the year should have no
impact on new growth for the coming year as actual construction on the property would not have
taken place. The reported project value of the development may take up to three years to be fully
reflected in the municipality’s assessment roll.

New tax growth for 2016 is estimated at $2.28M.

Additional Levels of Services

2016 OBI Related to 2016 Capital Budget

The total OBI from the 2016 recommended Capital program is $544,647. Table 7 presents the
2016 OBI by Capital program. Of this amount $137,425 is associated with utility projects and
will be included in future utility budgets. The operating budget impact is $407,222. 2016 OBI
will be phased in over two years.
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Intrastructure D43,/I1 POIY
Land 21,200 0
Parks 15,140 108
Internal Transfers/Debt Payment 11,740 0
Equipment 8,122 65
Building 2,079 0
Public Art 1,120 13
Affordable Housing 930 0
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Previously Approved OBI for Major Facilities

[N I A

The total OBI from the 2014 Capital program was estimated at $3.95 million, which included
funding for major facilities including the City Centre Community Centre and the new Minoru
Complex (Aquatics and Older Adults Centre). This OBI is being phased in with increments of
$600,000 to align with the timing of services provided. $600,000 has been included in Table 8 to

fund various operating costs of previously approved capital.

2016 is the first full year of operations for the City Centre Community Centre. The service levels
were approved by Council on July 28, 2014 which includes the addition of six Regular Full-Time
positions including two Community Facility Coordinators, a Recreation Leader, a Recreation

Facility Clerk and two Building Service Workers.

Fire Hall 3 is currently under construction and based on changes in scope from the time the
original project was planned in 2009, the estimated operating cost has been finalized. The

additional OBI required is $108,404, which will be phased in over two years ($54,202 per year)

to align with the timing of expected completion.

Total OBI related to previously approved major facility projects is $654,202.

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 2016 and will require funding for ongoing

operation and maintenance.
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> Kawaki Park OBI - South Dyke: $32,750
To cover the ongoing operation costs for the developer constructed new waterfront park.
The park is being constructed by ORIS development. In 2012, Oris Development
(Kawaki) Corp. (the Applicant) applied to the City for an OCP Amendment to the
London/Princess sub-Area Plan.
The total OBI related to these developer contributed assets is $32,750.

Table 8 summarizes the total Capital OBI for 2016 which is $890,563.
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explanation) $654
2016 OBI Year 1 of 2 (50% of $407k) (See Pages 11-12 for explanation) 204
INTE NDT Af Dreavianclu A nnernved Navalaner Cantribinted A ceete 21

Additional Level Expenditure Requests

The additional expenditure requests represent an increase to programs or levels of service and are
usually funded through increases to the tax rate. Attachment 9 shows the list of recommended
additional expenditure requests submitted by staff. For 2016, a total of $209,653 is recommended
by SMT.

The recommendation includes sustainable funding for Media Lab staffing, Agrologist contractor
funding to respond to increased soil issues and illegal dumping within the Agricultural Land
Reserve, and increased funding for Community arts, culture and heritage programs.

Ongoing additional levels with pending status (Attachment 10) relates to policing costs.
Regardless of the policing model chosen, based on recent information, additional officers are
required. The RCMP has requested 17 new officers which would be deployed within one year of
formalizing a request. In addition, the RCMP has requested 4 additional Municipal Employees
to support the detachment. :

On average, the cost of an additional officer is $170,000 or a 0.09% tax impact. Table 9 presents
the RCMP request in multiple lines for illustration purposes that the City has discretion over the
number of new officers to approve. For example, if 9 new officers are approved, an additional
$1.5M of funding would be required, which would result in a tax impact of 0.80%.

Should the Committee choose to approve additional officers, there is an option to include the
resulting expenditure in the 2016 Budget; alternatively, since it may take up to one year to
deploy new officers, the Committee may approve the request now to be included as an increase
to the level of service in the 2017 Budget with resulting tax impacts.
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Conclusion

Staff will prepare the 5-Year Financial Plan (2016-2020) in accordance with Council’s approval
of the 2016 Operating Budget.

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

MS:gjn

Att. 1: Council Term Goals (2014-2018)

: Types of Programs and Services

: 2016 Budget Cycle

: Economic Outlook

: 2015 Average Property Tax per Dwelling

: Long-Term Financial Management Strategy

: Municipal Tax Dollar

: Same Level of Service Budget Details

: Ongoing Expenditure Requests - RECOMMENDED
10: Ongoing Expenditure Requests — PENDING

11: Ongoing Expenditure Requests —- NOT RECOMMENDED
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Maintain emphasis on community safety to ensure Richmond continues to be a safe
community.

Continue the development and implementation of an excellent and accessible system of
programs, services, and public spaces that reflect Richmond’s demographics, rich heritage,
diverse needs, and unique opportunities, and that facilitate active, caring, and connected
communities.

Adhere to effective planning and growth management practices to maintain and enhance the
livability, sustainability and desirability of our City and its neighbourhoods, and to ensure the
results match the intentions of our policies and bylaws.

Continue advancement of the City’s sustainability framework and initiatives to improve the
short and long term livability of our City, and that maintain Richmond’s position as a leader
in sustainable programs, practices and innovations. ”

Continue development and utilization of collaborative approaches and partnerships with
intergovernmental and other agencies to help meet the needs of the Richmond community.

Continue diligence towards the development of infrastructure networks that are safe,
sustainable, and address the challenges associated with aging systems, population growth,
and environmental impact.

Maintain the City’s strong tinancial 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.

Review, develop and implement plans, policies, programs and practices to increase business
and visitor appeal and promote local economic growth and resiliency.

Continue to develop and provide programs and services that ensure the Richmond
community is well-informed and engaged on City business and decision making.
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Businesses contribute nearly half of the City’s property tax revenues and a healthy local
economy can afford families and individuals exceptional levels of municipal services. Richmond
is an open economy, subject to constantly changing global, regional and local economic trends.
As part of its budget planning process, the City examines the current economic context and
available forecasts to reduce exposure to short-term risks and advance long-term financial
sustainability.

(Note: unless explicitly referenced in the footnotes, the data source used in the commentary
below is the Conference Board of Canada report titled “Metropolitan Outlook Spring 2015 and
providing forecasts to 2019.)

With Richmond’s advantageous location for global trade, market conditions in the world’s major
economies have a vast impact on the local economy. Downside risks continue to dominate the
world economic outlook. Global GDP growth will slow down from 3.4% in 2014 to 3.1% in
2015', and grow by an average of 3.3% to 2019°. The growth of world trade volumes has
remained stagnant at around 3%°, with the negative trade impact of slowing Chinese growth
outweighing the positive trade impact of the current US economic revival. Strong job growth,
rising income and pent-up consumer demand are sustaining the signs of upward momentum in
the US economy. Also, in an attempt to boost its slowing national economy, the Chinese Central
Bank devalued the renminbi by 1.9% in August — its biggest one-day drop in 20 years. Yet, the
forecast remains on the downside, with increasing concerns related to ongoing weakness in
global commodity prices, a strong US dollar and pending normalization of short-term and long-
term interest rates.

Canada has been vastly impacted by three key economic changes over the last 12 months and
these changes will continue to influence the economic forecasts for the next two years. The price
of crude oil has dropped in half and will remain low for the forecasting period. The US dollar has
appreciated against all major currencies, with the Canadian dollar currently at 0.77 US dollars
and expected to remain low in the next two years. In 2015, the Bank of Canada halved its
overnight rate for the first time in over three years, with the rate currently at 0.5% and expected
to hold at that level through 2016°. '

The Canadian economy continues to contract as a result of depressed commodity prices and the
national growth forecast has been further downgraded to 1% in 2015 and 1.7% in 2016". The
national economy is expected to stabilize at 2.1% growth in the longer term to 2019. Nationwide
housing activity is expected to cool off and low wage growth and high levels of household debt
will hold back consumer spending. Business investment will remain weak with further
reductions in capital investment and job losses in the oil sector. The $1.9 billion federal surplus
posted in fiscal 2015 is likely to be erased due to softening revenues anticipated for fiscal 2016.
Furthermore, previously committed federal funding for infrastructure projects (such as the Build
Canada Fund) could have become uncertain under a new Federal government. Under the new

! International Monetary Fund World Economic Outlook Update (October 2015)
2 Conference Board of Canada Global Economic Outlook (February 2015)
® Scotiabank Global Forecast Update (September 30, 2015)
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Liberal government, new infrastructure spending may become available to municipalities across
Canada, in place of or in addition to prior infrastructure programs.

With a weaker Canadian dollar, trade is the only sector of the Canadian economy that is expected
to register growth, continuing redistribution of economic activity across provinces. As long as
the US economy maintains its current expansionary momentum, total exports are expected to rise
3.1% gn 2015 and 3.6% in 2016 (this is still down from the 5.4% export growth registered in
2014)°.

Propelled by the US economic expansion, British Columbia’s economy will lead the nation,
growing by 3% in 2015, by 2.7% in 2016 and by 2.7% on average between 2017 and 2019.
Moderate employment growth of 0.7% is expected for 2015 and 1.7% average employment
growth from 2016 to 2019 will lead to further reductions in the province-wide unemployment
rate to under 5% in the longer term through to 2019. Stable employment growth, inflation rates
and wage gains will support both housing activity and consumer spending in the province over
the next few years. While British Columbia currently maintains a balanced budget, risks to the
provincial growth forecast are generated by further delays in the development of the liquefied
natural gas sector. As a result, fiscal restraint and continued downloading of services are
expected over the next few years.

Due to its reliance on exports and trade, the Metro Vancouver region is expected to lead
Canadian metropolitan regions in economic growth, particularly amidst forecasts for sustained
weakness in the Canadian dollar. Real GDP will reach 3.4% in 2015, advance to 3.5% in 2016
and 2017, and decelerate to an average of 2.8% through to 2019. Unemployment has dropped
from 6.8% in 2012 to 5.9% in 2014 and is projected to steadily drop in the next few years, to
4.7% in 2019. Manufacturing, wholesale and retail will register the highest growth in output and
employment, with continued strength in both the residential and non-residential construction
sectors.

15 + — — — — — — -
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Housing starts in Metro Vancouver rose from a record low 8,300 in 2009 to top 19,000 units in
2014. Another 8.1% growth in housing starts to 20,800 is expected for 2015. Strength in the
regional economy and continued foreign investment will drive demand and starts are expected to
hold over the 20,000 per year through to 2019.
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As in all of Metro Vancouver, a large share of Richmond’s jobs (40%) are community-oriented,
representing jobs dependent on population growth. The remaining 60% of jobs are in sectors that
comprise Richmond’s economic base — sectors that drive the Richmond economy. Nearly 70% of
Richmond’s economic base jobs are in sectors linked to the City’s role as a people and goods
movement gateway, including transportation, warchousing and logistics, manufacturing,
wholesale and tourism — 23.1%, 18.5%, 14.5% and 11.5% of the economic base”.

Not only does Richmond have a regional advantage in those industries, due to the presence of the
port and airport, but also senior government policies focus on development of the Asia Pacific
Gateway to support growth in those sectors. Furthermore, the macroeconomic environment of
low oil prices, Canadian dollar and interest rates defines these sectors as major areas of
expansion in the next few years.

Richmond businesses in core economic sectors have performed well in the last few years, as
demonstrated by growth in key performance indicators, such as volume of cargo movement
through Port Metro Vancouver and YVR, passenger movement through YVR, and local hotel
room nights. Meanwhile, a robust housing market has continued to drive residential development
in Richmond, rendering commercial lands not lucrative for development and exerting pressure
on Richmond’s employment lands inventory.

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. At 1,551 for 2015 to date,
housing starts are on par with the 1,694 housing starts realized in 2014°. Population growth will
continue to drive housing demand and exert pressure on affordability.

The construction value of Richmond’s total building permits issued peaked at an extraordinary
$812 million in 2010, as multiple major projects were approved during the year. Subsequent
years registered healthy levels of between $400 and $500 million in Richmond, with 2015 at
$876.9 million to date and on course to break the all time record of 2010.°

4

City of Richmond — Resilient Economy Strategy

Canadian Mortgage and Housing Corporation — Monthly Statistics Report
6

City of Richmond — Building Permits Statistics
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To develop the vision, Council held a number of workshops to gain an understanding of the
environmental factors that were impacting the City’s financial position as well as ‘gaps’ reflected in
the operating budgets, capital plans, ageing infrastructure funding plans and reserve balances. The
end result being that Council decided to focus on ‘enfiancing the City’s economic well-being for
present and future generations as part of the well managed component of the vision without
sacrificing the overall liveability of the community’ and in September 2003, Council approved the
Long Term Financial Management Strategy (LTFMS) with the following targets:

Figure 2 — 2003 LTFMS Targets

CPI + 1.0% per year in the future to be

Tax Increase transferred to the reserves.
Economic Development 1.5% per year
New Alternative Revenue $1 Mil per year by the 5" year
Total Casino Revenue $10 Mil per year by the 2™ year
Fire and Police Efficiencies ‘ ser year starting in 3" year
Operating Efficiencies Jer year starting in 3¢ year
Service Level Reduction No reduction
- Capital Program Reduction No reduction

Council went a step further in order to guide and protect the sustainability of the City’s long term
financial position and approved 10 supporting policies. From the time that LTFMS was adopted,
Council has approved updates to the supporting policies. The ten supporting policies as currently
adopted are as follows:

- Tax increases will be at 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.

- Gaming revenues are designated for the capital reserves, the major
capital community facility replacement program, the grants program, the Council initiatives
account, and towards the cost of policing relating to gaming activities.

- Any increases in alternative revenues
and economic development beyona all tne Tinanciai strategy targets can be utilized for
increased levels of service or to reduce the tax rate.

- Any additional costs imposed on the
CITy as a resuit 01 manaawory seiuul goveuunen puuCy changes should be identified and
added to that particular year’s taxes above and beyond the CPI and infrastructure percentage
contribution.
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~ Ensure that long term capital funding for infrastructure (e.g. parks, trails, -
1aciiues, roaus etc.) is in place in order to maintain community liveability and generate
economic development.

- Staff increases should be achieved administratively through existing
departmental budgets, and no pre-approvals for additional programs or staff beyond existing
budgets should be given, and that a continuous review be undertaken of the relevancy of the
existing operating and capital costs to ensure that the services, programs and projects
delivered continue to be the most effective means of achieving the desired outcomes of the
City’s vision.

- Savings due to efficiencies or service level
reductions 1dentitied in the strategy targets should be transferred to the capital reserves. Any
savings due to efficiencies beyond the overall strategy targets can be utilized to reduce the
tax rate or for increased levels of service.

- Sufficient proceeds from the sales of City land assets will be used to
repienisn or re-nance the City’s land inventory. Any funds in excess of such proceeds may
be used as directed by Council.

- As part of the annual budget process the following shall be undertaken:

o all user fees will be automatically increased by CPI;

o the financial model will be used and updated with current information, and

o the budget will be presented in a manner that will highlight the financial strategy targets
and indicate how the budget meets or exceed them.

- Utilize a “pay as you go” approach rather than borrowing for financing
inIrastructure repracement unless unique circumstances exist that support borrowing.

These policies are integral to the financial decision making of the City in ensuring a long-term
focus and financial sustainability.
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Cash and investments have increased by $635.1 million (277%) to $864.7 million. The
majority of this increase is attributable to:

o Increase in reserves $267.2 million (248%)
o Increase in liabilities $187.9 million (133%)
o Increase in surplus/appropriated surplus $158.9 million (216%)

DCC receivable has increased by 18.3 million (260%) which is also reflected in the
increase in the DCC Levies of $45.7 million (122%) due to increased development
activity.

Deposits and Holdbacks have increased by $58.1 million (824%) mainly due to security
deposits relating to development activity.

Deferred revenue increased by $30.5 million (270%) mainly due to tax and utility pre-
payments and deferred permit fees.

Long-term debt has increased by $8.1 million (19%) to $50.8 million, previous debt for
Terra Nova land acquisition, No. 2 Road bridge construction and sewer capital works was
retired and new debt for the Minoru aquatic and older adults centre construction was
obtained.

Net financial assets increased by $466.7 million (343%) due to the net changes in assets
and liabilities.

Non-financial assets increased by $1.0B (111%) mainly due to increases in tangible
capital assets. Note that the accounting standard for reporting tangible capital assets
changed in 2009. '

The financial position is one measure of the impact of the LTFMS, however there are additional
measures that align to the specific points of the strategy. A simple report card was developed to
track the actual results of the LTFMS in a clear and concise manner, particularly, as they relate
to the ten Council established policies and Council approved targets in 2003.
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The following are some examples of cost containment or cost recovery
programs that have been implemented:

Energy retrofit projects to reduce electricity and natural gas usage
Attendance manager and attendance management system

Tree permit revenue to offset Tree Bylaw costs

Accessing Grants ( Joint Emergency Preparedness Program, Stimulus funds,
etc.)

RCMP Auxiliary Program

New Fuel management system

Patroller First Responder program

Garbage/Recycling contract

Development of Sidaway disposal site

Road Cut Program to include private utility companies

Use of Trenchless technology for construction purposes

Fire Protection & Life Safety Bylaw with associated fees, fines and avenues
for cost recovery

Delayed replacements / hirings

Operating expense reduction (i.e. Supplies, Contract, telephone etc.)
Finance and Cost Control subcommittee created

Service Level reviews

This area is addressed annually during the budget review process. The
efficiencies and service level reductions have not been isolated and
identified separately.

The following are some examples of efficiencies:

Retro-commissioning of existing buildings to optimize the energy use
Upgrade of direct digital control systems

Pump station power efficiencies

Traffic signal conversion to LED _

Systems enhancements, AMANDA, PeopleSoft, HCM, etc.
Virtualizing computer servers

Use of real time hand held ticketing computers

Bylaw Adjudication System

LEED Fire halls

Scanning equipment in stores

Online event management system
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