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) AGENDA

FORTY-THIRD MEETING OF THE FINANCE COMMITTEE
TO BE HELD ON MONDAY, NOVEMBER 30, 2009 AT 4:30 P.M.
IN THE COUNCIL CHAMBER, TOM DAVIES SQUARE

COUNCILLOR CALLAGHAN, CHAIR

(PLEASE ENSURE CELL PHONES AND PAGERS ARE TURNED OFF)

The Council Chamber of Tom Davies Square is accessible to persons with
disabilities. Please speak to the City Clerk prior to the meeting if you require a
hearing amplification device. Persons requiring assistance are requested to
contact the City Clerk’s Office at least 24 hours in advance of the meeting if
special arrangements are required. Please call (705) 674-4455, extension 2471.
Telecommunications Device for the Deaf (TTY) (705) 688-3919. Copies of Agendas
can be viewed on the City’s web site at www.greatersudbury.ca.
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Report dated November 26, 2009 from the Chief Financial Officer/Treasurer
regarding Further One Per Cent (1%) Tax Levy Reduction. 1-5
(FOR DIRECTION)

Report dated November 26, 2009 from the Director of Human Resources &
Organizational Development regarding Professional Development Budget Review. 6 - 15
(RECOMMENDATION PREPARED)

Report dated November 26, 2009 from the Chief Financial Officer/Treasurer
regarding 2010 Operational Budget Status Update — Voting. 16-24
(ELECTRONIC PRESENTATION) (FOR DIRECTION)

Report dated November 10, 2009 from the General Manager of Growth &
Development regarding Walden Landfill Site. 25-26
(RECOMMENDATION PREPARED)

CORRESPONDENCE FOR INFORMATION ONLY

6.

Report dated November November 18, 2009 from the Chief Financial
Officer/Treasurer regarding 2009 Operating Budget Variance Report - September. 27 - 34
(FOR INFORMATION ONLY)

(This report provides Council with a year end projection based on the expenditures and
revenues for the period ending September 30, 2009.)

Report dated November xx, 2009 from the Chief Financial Officer/Treasurer
regarding Reserves and Reserve Funds Balances. 35-42
(FOR INFORMATION ONLY)

Report dated November 26, 2009 from the General Manager of Infrastructure
Services regarding Water/Wastewater Capital Contingency Allocations. 43 - 46
(FOR INFORMATION ONLY)

Report dated November 26, 2009 from the General Manager of Infrastructure
Services regarding Water/Wastewater Communication Updates. 47 - 50
(FOR INFORMATION ONLY)
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REVIEW OF WATER/WASTEWATER REDUCTION OPTIONS

10.  Report dated November 24, 2009 from the Chief Financial Officer/Treasurer and the
General Manager of Infrastructure Services regarding 2010 Water/Wastewater
Reduction Options. 51-55
(RESOLUTION PREPARED)

2010 PARKING LOT REVIEW

11.  The Chair of the Finance Committee will review each of the items placed in the
Parking Lot. The consensus of Council will be required for each item listed in the
Parking Lot.

ADJOURNMENT (RESOLUTION PREPARED)

COUNCILLOR TED CALLAGHAN FRANCA BORTOLUSSI
CHAIR, FINANCE COMMITTEE COUNCIL SECRETARY

FINANCE COMMITTEE (43™) (2009-11-30) -3-



Request for Recommendation (\ Greater|Grand
Finance Committee “9 Sudbury

Meeting Date November 30, 2009 Report Date November 26, 2009
Decision Requested Yes | X | No Priority X High Low
Direction Only Type of Meeting | X Open Closed

Budget Impact/Policy Imphication

For Direction.

X Background Attached Recommendation Continued

Lore

Chief Financial Officer/T| reasurr




Title: Further 1% Tax Levy Reduction Page: 2
Date: November 26, 2009

Lorella Hayes
Chief Financial Officer / Treasurer

At the Finance Committee of November 23", staff was directed to develop further options
to reduce the tax levy increase by an additional 1%, to 2%, before enhancements. Also,
Council directed that staff develop options that did not impact service levels. Council
recommended that staff look at reductions to capital, in particular deferral of fleet and
splash pads for 2010.

The following is a summary of the permanent tax levy reductions that Council may wish to
consider, as they do not impact service levels:

1% = $1.865 M

Permanent Reduction to Capital $1,400,000
- Contribution for Fleet Replacements : $700,000
- Leisure Services Capital Envelope: Splash Parks $600,000
- Contribution to Reserve for Unfunded Communications System:
$100,000 (reduction from $390,150 to $290,150 from Public

Safety Envelope)
Eliminate Contribution to Environmental Services/Other Initiatives $240,000
Reserve Fund: Proceeds of Landfill Gas Sales to GSUI
Reduction of Contribution to Parking Reserve for Capital $100,000

Expenditures (from $178,000 to $78,000)

Further Reduction in Professional Development Expenditures - $125,000
(in addition to the $120,000)

Total Reduction to Tax Levy $1,865,000

Capital Reductions

The 2010 Base Capital Budget, presented to Council in November, totaled $91.1 million.
In addition, the Infrastructure Stimulus Program is an additional $48.6 million, funded
equally by the City, Federal and Provincial governments. If Council approves the reduction
strategy as outlined above, the base capital budget would be permanently reduced by
$2,717,500. This would revise the 2010 Base Capital Budget to $88.4 million.
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If Council approved the capital reductions, the following capital programs would be reduced
for 2010 only:

Roll Back Other Total
Inflation Increase Reductions

Roads $931,000 $931,000
Assets(Es Facilities and Fleet) 154,000 $700,000 854,000
Environmental Services 43,000 43,000
Community Development 112,000 600,000 712,000
Fire 24,000 24,000
Public Safety 15,500 100,000 115,500
Police 20,000 20,000
Administrative Services 18,000 18,000

$1,317,500 $1,400,000 $2,717,500

For the 2011 Budget deliberations, staff will review allocations of capital envelopes
between departmental areas. Staff will utilize the inventory and valuation of the City’s
tangible capital assets, Council priorities, and unfunded capital needs to recommend
revised capital envelopes for the 2011 budgets.

The following is a brief description of the tax levy reduction strategies:

Comments from Fleet Division

The total proposed Fleet Capital Budget is $2,943,500, approximately half of which is for
the replacement of heavy equipment required to deliver programs mainly for Infrastructure
Services’ work plan requirements. Therefore any reduction in capital budget/allocation
would be applied to the small vehicle fleet component of the budget. Approximately twenty
vehicles would not be replaced to reduce the fleet capital budget by $700,000.

The implications of deferring the replacement of these vehicles include added maintenance
cost, downtime and decreased reliability. This revised replacement program would also
reduce the number of units in the pool of retired vehicles by twenty, potentially increasing
the need for leased vehicles during peak months. Staff will endeavor to minimize the
negative potential impact associated with a capital budget reduction.

Leisure Services Division

Council has requested that the Splash Pad projects be cancelled, and that the funds be
used as a reduction to capital.
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Public Safety Communications Infrastructure

In 2008, Council approved an annual contribution to reserve of $375,000, as a partial
contribution to fund the estimated $9 million replacement of the Communications
Infrastructure required in 2012. As of December 31, 2009, this reserve fund has a balance
of $771,954, leaving an unfunded balance of $8.63 million. The base budget includes a

~contribution to this reserve of $390,150. If Council approved the reduction option noted
above, this reserve balance would increase by approximately $275,000. This increases
the unfunded balance, required by 2012, by $346,500 (3 x $115,500). If Council approves
this reduction, it results in only a minimal difference in the unfunded balance. Staff will
continue seeking alternate funding strategies for this project.

Eliminate Contribution to Environmental/Other Initiatives Reserve Fund

In accordance with the Reserve and Reserve Fund By-law, the City contributes the
proceeds received from Greater Sudbury Utilities Inc. from the sale of landfill gas to the
Environmental/Other Initiatives Reserve Fund. The estimate of the proceeds, net of
expenses is approximately $240,000. The intent of Council was to utilize these funds for
environmental or other strategic initiatives and priorities of Council. In light of the
significant increases in the Environmental Services budget, for example increased
processing costs and city wide implementation of the organics program, staff is
recommending that the contribution to reserve be eliminated, and the proceeds (net of
related expenses) estimated at $240,000 be utilized to reduce the tax levy.

Reduce Contribution to Parking Reserve

In accordance with the Reserve and Reserve Fund By-law, the excess of parking lot
revenues over related expenses, are contributed to the Parking Reserve. The intent of this
policy is to create a stream of income to fund capital related improvements to the City’s
parking lots. The balance in the reserve is approximately $1.7 million, and the 2010
contribution to reserve has increased by $68,000 to $178,000.

Due to the challenges faced in the 2010 Budget, staff is recommended that the contribution
to reserve be decreased by $100,000 to $78,000. Once the parking strategic plan is
completed, staff may have to look at other funding sources - including reallocation of the
capital envelopes, to include funding for future parking capital needs.

Professional Development

See the report from the Director of Human Resources regarding the Professional
Development budget reduction.
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Conclusion

The 2010 Base Budget has been derived based on staff's best estimates of all revenues
and expenditures required to ensure that all of Council’s approved initiatives are funded,
Council approved services and historical standards are maintained, and legislative and
contractual obligations are satisfied. Council requested that staff develop a 1% tax levy
reduction strategy. This report provides Council with four further reductions options,
totaling $1.865 million to reduce the tax levy increase. These options were prepared based
on the above noted criteria, and while they satisfy each one, the options will impact on
capital programs and will reduce the City’s ability to fund capital in the future.
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PROFESSIONAL DEVELOPMENT BUDGET REVIEW
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Recommendation

If adopted, this recommendation would
decrease the 2010 Operating Budget by
$245,000.00.

THAT Council adopt staff's recommendation
to reduce the Professional Development
Budget for 2010 by twenty (20%) percent
excluding legally required re-certifications.

X Background Attached

Recommendation Continued

Recommended by the Department

Organizational Development

. Recommended by the C.A.O.

' I
Doug Nadorozny

Chief Administrative Officer
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Report Prepared By Division Review

Kevin Fowke, Director of Human Resources and | |Kevin FOwke, Director of Human Resources and
Organizational Development Organizational Development

BACKGROUND

The Senior Management Team (SMT) believes it is vital to foster an environment which
supports Employee development. Professional Development for Employees has well-
documented, positive impacts on organizational performance, productivity and
Employee engagement. Further, the City of Greater Sudbury faces a succession
planning challenge that is partially addressed by adding bench strength in the form of
competencies to fulfill future leadership and technical needs. In support of ongoing
budget reduction options, a recommendation was presented to Council on November
23rd, 2009 (as attached) to reduce the Professional Development Budget by ten
percent (10%) for 2010. This Report is a follow-up Report aimed at exploring a further
reduction in the area of professional development while maintaining legally required re-
certifications and an ongoing commitment to staff development.

UPDATE ON BENCHMARK RESULTS

Council raised questions about the November 23rd Report and its citation of 2001
Conference Board of Canada data on organizational spending on training and
development. In 2001 it was reported that organizations spent an average of one point
eight (1.8%) percent of their payroll on training and development providing an average
of thirty (30) hours of training per Employee. The Conference Board produced a report
this year entitled “Learning and Development Outlook for 2009: Learning in Tough
Times”, which reveals that in 2009 spending on training and development had dropped
to one point five (1.5%) percent of payroll or $787 per Employee which for CGS would
equate to a professional development budgets of $2,865,000.

The November 23rd recommendation equates to zero point nine four (0.94%) percent
of payroll or $630 per Employee. The recommendation for action in this Report
reduces these figures to zero point eight seven percent (0.87%) or $586 per Employee.
If adopted, this recommendation will drop CGS to the thirty-seventh (37th) percentile.

The following table summarizes the key categories of actual expenditure for
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Professional Development for 2008.

Summary of 2008 Actual Expenses

For Professional Development
Category Amount

Meetings and Conferences (including food and travel) 509,797
Other Training/Miscellaneous 368,248
Technical Training 181,605
Management Training 178,385
Association and Membership Dues 159,265
Safety Training 140,255

The SMT was guided in its November 23rd recommendation by a focus on reducing the
most discretionary aspects of professional development and excluding those
expenditures that are legally required or contributed to (re-)certification of Employees.

Further, the summary category “Meetings and Conferences” can be misleading. While
it is felt that significant savings can be achieved through exploring alternatives and
policy controls for conference activity, meetings can be far less discretionary as many
CGS staff are involved in municipal, industry, educational or safety associations.
Participation in meetings, studies, networking and benchmarking activities are critical to
service delivery to citizens and continual improvement of service delivery.

ALTERNATIVE DELIVERY MECHANISMS

A variety of options exist for alternatives to conventional “in class” training and
conference attendance. There are pros and cons for all of these alternatives which will
require further discussion and alignment prior to the introduction of tighter controls in
this arena.

e External contractor/providers come “in house” to deliver training on site

o One example of this is the reduced cost per person to attend recent
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supervisory training delivered by the Schulich School of Business:

Cost Breakdown For Certificate in Management Skills For Supervisors
4-day Program for Thirty (30) Infrastructure Supervisors

IN-HOUSE COURSE Cost Total
4-day Program $ 26,000.00 $ 26,000.00
Course Customization $ 2,000.00 $ 2,000.00
Myers-Briggs $ 1,500.00 $50/person $ 1,500.00
TOTAL $ 29,500.00

NSES Day1and2 | Day3and4 Total
= cilitator)
Hotel $ 217.80 $ 239.80 $ 457.60

Airfare $ 435.05 $ 435.05 $ 870.10
Taxi $ 141.00 $ 94.00 $ 235.00
Meals $ 120.00 $ 120.00 $ 240.00
TOTAL $ 1,802.70

TOTAL $ 31,302.70
Per person cost for 4 days $1,043.42

NOTE: Cost to send an individual Employee to Toronto for the same program is
$3,595.00/per person for the five (5) day so for the equivalent four (4) day
would be $2,876 plus travel and accommodations. With travel and
accommodation per person estimated at $720, the total savings per person
to the above course is $2,552 (or $76,577 for thirty (30) participants).

Video Based Training.

Computer Based Training.

Audio Learning Options (i.e. cd/audio books, iPod/MP3 style Podcasts).

Partnering with other public sector organizations (MUSH sector) and cost share

for training.

Expanding upon current practice of train the trainer.

In-servicing using internal expertise and practical transfer of internal knowledge.
HR&OD purchased Captivate software to develop In-house training that utilizes

Subject Matter Experts to develop an on-line session accessible through e-Links
or a Learning Management System.
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e Web based training, Teleseminar/Video conferencing.

o One (1) example studied in 2009: media training delivered via Webinar:

Cost Savings of Delivering Media Training via Webinar

In House Training Webinar

Program Customization 250
Session Facilitation 1,200
Remote Interviewing via 150
Conference Call

Training Materials 160
Total Professional Fees $ 1,760
Travel (Mileage) 0
Hotel Accommodations 0
Meals 0
Total $ 3,520
Actual Savings 1,266
Savings as a Percentage 26%

¢ Teleconferencing/Video conferencing.

o Pursuing volunteer opportunities - usually conferences do not charge registration

fees for those who volunteer (e.g. HRPAO).

These alternative delivery methods must be analyzed for their effectiveness and
investment return. Although they have the ability to reduce overall expenditure on

training and development the literature on these alternate delivery mechanisms has

been critical of their ability to match “in class” training and conference participation
when it comes to customizing content, relevance, transference and opportunity for

feedback.

POLICY CONSIDERATIONS

As per the November 23rd Report, staff will explore supplements to our existing Policy
framework which will guide future investment decisions in professional development

and training.

10
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Among them, this Report recommends that future training approvals for all professional

development/training expenditures at CGS be channeled through a process, to achieve
the following outcomes:

a) allow staff to better co-ordinate training offered. Rather than have departments
send staff independently to similar/the same training, co-ordination would allow for

more exploration of alternate delivery methods, potentially providing the same
training at lower cost;

b) allow for prioritization of training. There is currently no prioritization of training
across departments, only within each department. Given the twenty (20%) percent
reduction proposed, CGS will have to look at a higher level of prioritization of
training than has historically been the case, to ensure critical needs are met. Co-
ordination of training through a central point will allow prioritization to occur. This is
the function of Organizational Development, understanding and diagnosing
development requirements and matching them to the optimal delivery strategies
based on expert knowledge;

c) ensuring value for money - training proposal templates will be developed that require
the requestor to provide a 'value for money' explanation on each training
request, with supporting rationale. This will provide standardized criteria across
departments for the assessment of the benefits to CGS of each investment, and will
allow CGS to demonstrate proper stewardship of public funds.

RECOMMENDATION

Given the climate surrounding the 2010 budget year and the desire to realize the lowest
achievable increase to the tax levy, the SMT is recommending a twenty (20%) percent
reduction in the Professional Development budget. This amounts to a reduction of
$245,000. on the tax levy and an additional reduction on the Water/Wastewater levy.
Staff, lead by HR&OD, will develop control measures and explore alternate delivery
mechanisms as above. One of these control measures will be the separation of
Meetings and Conferences when accounting for Professional Development
expenditures to allow for increased control and evaluation of this recommended
reduction at the end of 2010.

11
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Patrick Thomson, Director of Human Resources | |Patrick Thomepn', Director of Human Resources |

and Organizational Development , and Organizational Development

BACKQRQQHQ

Councrl retalned Berkeley Management Consultants in 2005 to review the management

structure and effectiveness at CGS. Their final report indicated repeatedly an urgent
need for CGS to invest in training and development, finding our investment in training-
wholly inadequate: "Sudbury needs to invest in organizational development especially
trammg and suecessron planmng (Pages 14-15 Fmal Report).

The total expendltures on professronal development related expendrtures includes
legally required certifications and maintenance of credentials (e.g. Professional
Engineering fees), mandatory health and safety training, travel expenditures for
meetings, association fees, as well as formal training and development costs.

In addition, the organization made a commitment to take steps to address the issues
arising from the Employee Survey conducted in the Spring of 2008, both corporately
and through efforts at the departmental level. Some of these efforts involved directing
professional development monies to issues raised in the survey. When looking at the
results of the survey and how CGS compares with top-performing organizations on
training satisfaction, there was a difference of 25.5% between the average scale score
of the top-performing organizations (82.1%) and the average scale score by CGS
Employees (56.5%). This indicator supports the accepted view that there is a positive

relationship between the level of training and development and organizational
performance.

BENCE SULT

A report by The Conference Board of Canada in 2001 found that Canadian
organizations spend an average of one point eight (1.8%) percent of their payroll on

training and development and provide an average of thirty (30) hours of training per
Employee.

If the one point eight (1.8%) percent of payroll benchmark were to be used for CGS,a
total of $3.4 MM, (1.8% of $191 MM in payroll) would be expended on training and

development (approximately two (2x) times what is currently spent on all professional
development expenditures).

13
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The need to invest in Employees is well known:

"... we conclude that this under investment in training and development
might lead to a gap in essential knowledge and skills, and if Canadian
organi:a_tions are going to be able to compete effectively, they must
increase their investments in the development of human capital.”
(Managing Performance Through Training and Development, Alan M.
Saks and Robert R. Haccoun, 2004).

The benchmark identified in The Conference Board of Canada Report was six (6%)
percent of payroll for those orgamzaﬂons identified as "highly productive". Interestingly,
the Report also hlghllghted the fact that Canadian organizations spend less on training
than organlzatlons in the United States, Europe, Asia and the Pacific Rim (e.g.

. organlzatlons inthe Umted States spend $1,115 per Employee compared to $859 per
Employee in Canada) '

Esm. ‘OF CG! NVESTM'NTINT AINING

A pre-tramnng and post-training 360 degree assessment done by the sixty (60)
Managers involved with a fifteen (15) day Master's Certificate in Municipal Management

Program, showed a positive |mprovement in individual performance. Specifically, the
average scores showed an improvement in eight (8) of the fourteen (14) competencies,
as a result of investing in their leadership skills development

The fourteen (14) leadership competencies that were evaluated included: Problem
Solving, Time Management, Planning, Goal Setting, Performance Leadership,
Organlzmg. Team Development, Delegation, Participation, Integrating Differences,
Providing Feedback Stress Prooessmg, Maintamlng Integrity, Commitment.

leen the above mformatlon we believe a reductlon in professional development
expenditures is not in line with the strategic goals Council adopted from the Berkeley
Report to invest more in Employee training to position CGS to achieve higher levels of
organizational performanoe and continue to face the challenges presented by our
looming succession planning problem.

RECOMMENDATION:

The SMT believes that it is vital to continue to invest in Employee training to position
CGS to achieve higher levels of organlzatlonal performance and continue to face the
challenges presented by our looming succession planning problem. However, given the
challenges faced in this Budget process, the SMT is recommending a ten (10%)
percent reduction in Professional Development Budget, with the exception of
professional certification dues which are mandatory. This amounts to a reduction of

14
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$120,000 on the tax levy and an additional reduction on the Water/Wasterwater levy.

Among the initiatives staff will explore to assist us in achieving this reduction will be a

supplement to our policy framework, which will guide future investment decisions in
professional development and training.

15
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Ed Stankiewicz

Manager of Financial Planning & Policy

Executive Summary

This report will provide the Finance Committee with an update on the status of the 2010 Operating
Budget after the option voting procedure that took place on November 25, 2009.

Background

Attached to this report are spreadsheets reflecting the adjustments to the base budget, voting
results on budget reduction options and budget enhancement options.

2010 Adjustments to the Base Budget

The original budget that was tabled on October 13, 2009 reflected a tax increase of 4.3% based on
the estimated assessment growth of 1.5%. However as previously reported, it appears that the
assessment growth experienced by the City will be in the area of 1.3%. As aresult, the base budget
stands at a tax increase of 4.5% before any changes are incorporated. There were a number of
base budget adjustments made, which included additional revenue from Environmental Services,
reduction to professional development and other expenses, as well as minor revisions to the Police
Services and Health Unit's budgets. In total, these revisions are worth 0.4%, brining the tax
increase to 4.1%.

Council Approval of Conversion of Employees

On November 25, 2009, City Council approved an enhancement proposal to convert 10 temporary
Infrastructure Operations positions to permanent status at a cost of $190,000. This adds 0.1% to
the tax increase which now stands at 4.2% before any reduction or other enhancement options are
considered.

Budget Reduction Options

On November 25, 2009, the Finance Committee voted on eight budget reduction options totalling
$2.0 million or 1.1%. All but one received a majority of “yes” votes. The increase to the culvert
application fees option received only six votes. Historically, in order to be accepted, an option would
have to receive a majority of votes. However, no communication was made on the process
regarding this vote, therefore, staff is seeking direction from Council on whether this option is
accepted or rejected. If these options are accepted, the municipal tax increase would stand at
3.1%.

17



Title: 2010 Operating Budget Status Update — Voting Page: 3
Date: November 26, 2009

Prior to the approval of the conversion of 10 temporary employees to permanent, Council directed
staff to provide more reduction options to take the municipal tax increase to 2.0% for 2010. There is
a report on this same agenda that outlines additional reduction options that would meet this target.
This additional reduction of approximately $1.86 million would bring the net levy down to $192.9
million or approximately $6.3 million higher than the 2009 Budget.

Budget Enhancement Options

On November 25, 2009, the Finance Committee ranked the budget enhancement options. Each
committee member ranked each option from one to 10, which means the middie of the range is 5.5.
When this is multiplied by the 13 members of committee, the total is 71.5. Historically, this is how
the initial funding level is drawn. Then Council has the opportunity to move the line up or down, or
the ability to move individual enhancements above or below the line.

With the initial funding line set at 71.5, and if no changes are made by the Committee, then all the
options above this line will be incorporated in the budget. Currently that means that the funding of
the engineering design of the City of Lakes Family Health Team in Chelmsford will be accepted
along with all options above. This would leave the tax increase at 4.1% (3.1% if the additional
budget reduction options are accepted). If none of the reduction options are accepted the tax
increase would remain at 3.1% (2.1% if additional reduction options are accepted). Staff is seeking
Council direction regarding the determination of the funding line to determine the Council approved
enhancements.

Impact of Residential Tax Rate

As was the case last year, the residents of the City of Greater Sudbury will continue to pay more for
education resulting from the recent reassessment of property values across Ontario. As reported
last year, the Ministry sets a province wide residential education tax rate based on the results of the
reassessment. Province wide the setting of the new tax rate has historically been revenue neutral,
however it does affect all municipalities differently. Since the City of Greater Sudbury’s residential
property valuations increased significantly more than the Provincial average, City of Greater Sudbury
residents will be paying more education taxes. The following is an illustration of how the residential
education tax affects the total tax increase of varying stages of municipal tax increase.

2.0% 0.7% 2.7% $69

2.5% 0.6% 3.1% $81
3.0% 0.5% 3.5% $92
3.5% 0.5% 4.0% $103
4.0% 0.4% 4.4% $114

¢ Typical household assessment 2009 CVA $136,940, 2010 CVA $152,880
Increase in Education Taxes is $24 in all scenarios above.

18
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OMPF

The current budget includes an estimated OMPF grant of $47.5 miillion. As identified in previous
projections and reports, there is a significant risk that the Ministry of Finance, through its formula,
reduces our grant entitlement. The lost revenue could be in excess of $6 million, as a result of the
increase in the City of Greater Sudbury’s average assessment value per household. If the OMPF
grant is reduced by $6 million, this could represent an additional 3.2% tax increase.

Summary

The municipal tax increase currently stands at 4.2%. With the budget reduction options factored in,
the municipal tax increase has been reduced to 3.1%.

The Finance Committee must now decide on the additional budget reduction options which could
reduce the tax increase by a further 1% to 2.1%. In addition, staff is seeking direction regarding the
level of enhancement the Committee wants to accept by setting the funding line. This funding line
would be subject to change after the announcement of the 2010 OMPF grant.
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Request for Recommendation (\ Greater Grand
Finance Committee \*) Sudbury

www.greatersudbury.ca

Type of Decision

Meeting Date November 30, 2009 Report Date November 10, 2009
Decision Requested | X | Yes No ~ Priority High Low
_ Direction Only Type of Meeting | Op Closed

en

Walden Landfill Site

Budget Impact/Policy Implication

This tepon has been reviewed by the Finance Division
and the funding source has been identified.

This initiative is provided for in the 2010| [That the Finance Committee not defer the
capital budget. Walden Landfill Site works as detailed in
the report from the General Manager of
Infrastructure Services, dated November
10, 2009.

Background Attached = Recommendation Continued

Recommended by the C.A.O.

Recommended by the Department

Bill Lautenbach
General Manager of Growth and Development

Chief Administrative Officer
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Title: Walden Landfill Site Page: 2
Date: November 10, 2009

Report Prepared By Divisio

)

Chantal Mathieu Chantal Mathieu

Manager of Environmental Services Manager of Environmental Services

At the November 4™ Budget meeting, Councillor Callaghan asked whether the Walden Landfill
Site Cell Closure could be deferred.

Regulatory Requirements
Cell closures are conducted according to the site’s MOE Certificate of Approval requirements.

Under Section #20, the Certificate of Approval indicates that “where landfilling has been
completed to the approved final top of waste contours” these areas must be closed “during the
earliest of Spring or Fall planting season to provide protection against erosion”.

Under Section #39, the Certificate of Approval also indicates that “final cover over the entire area
which was landfilled shall be completed” by the City “within one full construction season following
the date after the landfill has stopped receiving waste”.

Determining Closure Activities

In late 2008, staff anticipated reaching capacity in early 2010. In order to comply with the site’s
Certificate of Approval requirements, the last remaining disposal cell would need to be closed
during the 2010 Spring to Fall construction season. Based on this knowledge, staff requested
and was approved funding to commence closure design work as part of the 2009 Capital plan
(Walden Landfill - Design Closure Works & Small Vehicle Transfer Site - $90,000). The
Engineering Consultant was selected in June 2009 and the various works, including the tender
is under development and is currently scheduled to close in February 2010 (Contract ENG10-
50).

Based on this information, staff recommends that the closure works not be deferred.
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Request for Recommendation
Finance Committee

Type of Decision

Meeting Date November 30, 2009 Report Date November 18, 2009

Decision Reguested Yes | X | No Priority X High Low
Direction Only Type of Meeting | X Open Closed

2009 Operating Budget Variance Report - September

Budget Impact/Policy Implication Recommendation

X  [This report has been reviewed by the Finance Division
and the funding source has been identified.

For Information Only.

X Background Attached X Recommendation Continued

Recommended by the Department Recommended by the C.A.O.

Doug Nadorozny )

Chief Financial Officer / Chief Administrative Ofﬁcer




Title: 2009 Operating Budget Variance Report - September Page: 2
Date: November 18, 2009

Report Prepared By Division Review

s/

Ed Stankiewicz
Manager of Financial Planning & Policy

Executive Summary

This report will provide a year end projection based on expenditures and revenues to the end of
September 2009. This projection has been updated from the August year end projection presented
to Council last month. At this point, staff is forecasting a deficit of approximately $330,000. Staff will
continue to monitor their budgets closely over the next few months.

Background

Based on expenditures and revenues to the end of August, staff provided Council with the year end
financial projection of $1.47 million deficit.

For the September projection, Finance has continued to follow up with departments to determine if
their projections required modifications. There have been some revisions to the year end
projection. The revised year end projection is a deficit of $1.2 million. Once the contribution of
$870,000 from the Winter Control Reserve Fund is made, the anticipated deficit is approximately
$330,000.
o | Net Under Expenditure /
Supplementary Taxaton . 180000
Executveandlegslatve . 24000
legalSevices . (oo
TrnstSendces . (000
HandiTranst . (@000
HousingServioes | 840000
LongTerm Care & SenorServies (#0000
OnarioWoks . 108000
Leisurs & Recreational Services . 340000
Roads Maitenance . (1760000
Envionmental Sevices . (560000)
PoiceSevices . 000
Projected Year End Surplus /(Defict) (12000000
Potential Draw from the Winter Control Reserve Fund | 870000
Year End Municipal Surplus / (Deficit) (after contribution from Reserve) | (330,000) |
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Title: 2009 Operating Budget Variance Report - September Page: 3
Date: November 18, 2009

Attached is the chart that reflects the annual budget, the projections and variances.
The following explanations relate to areas where material variances may occur:
1) Taxation Levy

Finance staff have not yet processed the final supplementary / omitted assessment roll from MPAC.
However, staff have been monitoring the activity and entries made on the Municipal Property
Assessment Corporation (MPAC) website and to date it appears that the additions to the roll will
generate approximately $2.3 million of municipal revenue. This figure, combined with the first and
second supplementary / omitted assessment taxation rolls, translates into approximately $1.3 million
more than the 2009 budgeted value for supplementary taxation.

Staff undertook an exercise to analyze past building permits to ensure that MPAC adds completed
building projects to the assessment roll in a timely fashion to maximize tax revenue. Staff have
confirmed that these properties have been added to the assessment roll.

An area of concern deals with tax write-offs. For 2009, MPAC has received over 1,700 requests for
reconsideration (RFR's), approximately 70% higher than in a typical reassessment year. Staff have
been processing completed RFR's and will be in a better position in December to report the impact
of tax write-offs.

2) Grants and Subsidies

In 2009, the Province provided a $53.8 million Ontario Municipal Partnership Fund (OMPF) grant to
the City. Atthis point, it is uncertain whether the Province will perform a reconciliation of the OMPF.
As a result, the City is assuming that the $53.8 million will be received.

3) Executive and Legislative

As previously reported, this section continues to reflect a net under expenditure. Delays in the hiring
of the Auditor General and having his office staffed have resulted in a projected year end net under
expenditure of $180,000.

In addition, Council miscellaneous expenditures are reflecting a year end net under expenditure of
approximately $30,000. Overall, this area is anticipating a year end projection of $240,000.

4) Legal Services

Legal Services is projecting a year end net over expenditure of $710,000 which is comprised of
three elements. As previously reported, $200,000 relates to prosecution of provincial offences as
the position of prosecutor was vacant during part of 2009. The balance of the over expenditure
relates to external counsel and includes, as previously reported, additional reliance on outside
counsel due to workload and one of the solicitor positions being vacant throughout much of the year.
Finally, a number of invoices which span large projects have been received in 2009.
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Title: 2009 Operating Budget Variance Report - September Page: 4
Date: November 18, 2009

5) Building Services

Building permits to date reflect a construction value of $249 million, approximately the same value
as a year ago. The mix of construction type is quite different from a year ago. There has been a
large increase in the commercial sector. As well, the home renovation applications have increased,
which is suspected to be as a result of the one year government tax incentive for home renovations.
Total construction value for new homes is down from last year. It is anticipated that revenues will
still exceed expenditures in this area. In accordance with provincial legislation (Bill 124), the net
under expenditure must be contributed to a reserve to ensure future viability of this service.

6) Transit Services

Revenues will be under budget at year end by approximately $1.3 million. However, this is offset
somewhat by lower than budgeted diesel costs. Other areas of the operation are marginally over
budget.

Overall, Transit Services is reflecting a year end net over expenditure of $1.17 million.
6.1) Handi Transit Services

Increased utilization of this service will result in a year end net over expenditure of approximately
$220,000.

7) Housing Services

The increased demand for rent-geared-to-income subsidies continues to be lower than expected.

Vacancy rates are slowly on the rise, however, market renters have not been moving from the
subsidized housing units to the private sector. In addition, mortgage rates continue to remain lower
than anticipated, meaning that mortgage renewals will not likely create a significant cost pressure.

As well, additional funds flowed to our housing providers by the Province through various capital
repair programs have decreased the demand on City funds. When these factors are considered,
the projected year end net under expenditure for this area is approximately $840,000. In
accordance with policy, this amount will only be used to offset a municipal deficit. If no municipal
deficit exists at year end, this under expenditure will be contributed to their reserve.

8) Long Term Care and Senior Services

As previously reported, there are a number of issues that continue to affect the financial position of
Pioneer Manor. There have been significant overruns in salaries as a result of overtime and costs
associated with modified workers. In addition, Pioneer Manor has had its Case Mix Index (CMI)
reduced, resulting in $340,000 of lost revenue. Some increases in per diem rates were realized
over and above those budgeted which reduce this impact by $120,000. Overall, this area is now
projecting a year end net over expenditure of $940,000.

9) Ontario Works

While the City has been recently experiencing an increase in actual caseloads, the total caseload
still remains under budgeted values. Lower than budgeted caseloads in the General Welfare
Assistance and Sole Support and the lower forecast for the Ontario Disability Support Program
(ODSP) are the main reasons for the positive variance in this area. In addition, there have been a
number of vacancies in the administration section of Ontario Works. All totalled, the net under
expenditure in this area is projected to be approximately $1.06 million.
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Title: 2009 Operating Budget Variance Report - September Page: 5
Date: November 18, 2009

10) Leisure and Recreational Services

Increased revenues in the arenas section and in the Capreol Millenium Centre are responsible for
this area reporting an anticipated year end net under expenditure of $340,000. The largest
component of this revenue source is a $200,000 settlement from the insurer for lost ice rental
revenue at McClelland Arena as a result of the fire.

11) Water / Wastewater Services

Staff are continuing to review water consumption data received from Greater Sudbury Utilities.
Based on the latest analysis, it appears at this time that the City may experience a revenue shortfall
in this area of approximately $2.2 million. Staff will be analyzing and monitoring consumption and
revenue closely over the next few months. It was reported last month that expenditures are
expected to be approximately $1.3 million over budget resulting from unbudgeted relief supervision,
contracted services for repairs and maintenance and excessive expenditures due to large volumes
of wastewater treated and transported due to the wet weather this year. Last month it was reported
that there would be a $3.5 million net over expenditure in this area. However, cost containment
measures to curtail discretionary spending wherever possible have resulted in expenditure savings;
it is now expected to reflect a $1 million expenditure overrun. In accordance with policy, shortfalls in
Water and Wastewater, now projected to be approximately $3.2 million, are to be offset by
contributions from their respective reserve funds.

12) Roads Maintenance

Net over expenditures resulting from the pothole patching blitz undertaken in early spring and the
winter ditching / spring cleanup exercise that took place in May are the main factors causing Winter
Control to reflect a year end net over expenditure of $1.7 million. The first part of November has
produced favourable weather conditions and should this persist, the projected year end over
expenditure for winter control may be revised downward. The current balance in the Winter Control
Reserve Fund is approximately $870,000, which could be used to offset the projected over
expenditures.

As a result of the severe summer storm in July, the road's costs associated with the storm were
$160,000 which will cause this area to be over budget by year end by approximately $60,000.

Overall, this division is projecting a net over expenditure of approximately $1.8 million prior to any
contributions from the reserve. If the contribution of $870,000 is made from the Winter Control
Reserve, this area will reflect a net over expenditure of approximately $900,000.

13) Environmental Services

This division is reflecting no changes from what was reported for August. Net over expenditures in
processing recyclables ($370,000) due to increase volumes, as well as additional costs of operating
the landfill sites ($190,000) are projected. Tipping fees revenue is currently on budget and is
expected to be close to budget at year end. This area is anticipating a year end net over
expenditure of $560,000.

14) Fire Services

It was previously reported that this division would experience a year end net over expenditure of
approximately $270,000 due mainly to over expenditures in vehicle maintenance of $200,000. The
vehicle maintenance over expenditure is expected to continue, however, minor under expenditures
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Title: 2009 Operating Budget Variance Report - September Page: 6
Date: November 18, 2009

in other areas of the operation have offset the over expenditure somewhat as this area is now
expecting to reflect a net over expenditure of less than $100,000.

15) Police Services

This area is currently reflecting a net under expenditure of $250,000. This amount will be
contributed to the Police Services Reserve Fund only if the municipality is in a surplus position at
year end in accordance with policy.

Summary

Based on the revenues and expenditures to the end of September 2009, a year end deficit of
approximately $1.2 million is projected. A contribution from the Winter Control Reserve Fund can be
made ($870,000) to reduce this deficit to approximately $330,000. Departments have been
continually working to mitigate this potential deficit. Staff will continue to implement measures to
reduce expenditures wherever possible in order to further reduce or completely eliminate this
deficit.

In accordance with policy, if the municipal deficit still exists at year end, a contribution from the Tax
Rate Stabilization Reserve and the Capital Financing Reserve Fund - General must be made to the
Operating Fund to offset the deficit. These two reserve funds have balances of $653,000 and
$619,000. At year end, if these funds are not sufficient to offset the deficit, other reserves will be
identified to fund the shortfall.
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Revenue & Expense Projection
As of September 30, 2009

O sudbiir

Projected

Projected ~ Budget Projected  Projected %
YearEndTotai = forYear § Variance of Budget
Taxation Levy (196,081,320) (194,845,253) 1,236,067 101 %
Grants and Subsidies (35,355,046) (35,355,046) - 100 %
Other Revenues (12,186,659) (12,001,880) 184,779 102 %
Section 391 Charges 1) - 1
United Way 18,219 19,758 1,539 92 %
Corporate Revenue & Expenditures (243,604,807)  (242,182,421) 1,422,386 101 %
Office of the Mayor 555,607 563,394 7,787 9 %
Council Expenses 778,255 806,622 28,367 96 %
Auditor General 137,200 321,300 184,100 43 %
Office of the C.A.O. 449,817 473,474 23,657 95 %
Executive & Administration Dept 1,920,879 2,164,790 243,911 89 %
Comm and French Lang Services 668,800 718,350 49,550 93 %
Admin Serv Exec Directr's Off 559,658 617,520 57,862 91 %
Debt -Contribution to Capital 442,680 442,680 - 100 %
Legal Services 1,981,309 1,276,210 (705,099) 155 %
Clerks Services 655,778 656,683 905 100 %
Election Services 257,550 257,550 - 100 %
Provincial Offences (1,440,487) (1,585,432) (144,945) 91 %
Administrative Services Other 3,125,288 2,383,561 (741,727) 131 %
Information Technology (73,527) - 73,527
Administrative Services 3,051,761 2,383,561 (668,200) 128 %
Human Res & Org Dev (22,377) - 22,377
Growth & Development Other 1,550,293 1,673,123 122,830 93 %
Economic Development 3,090,670 3,041,682 (48,988) 102 %
Planning & Development 4,531,398 4,426,675 (104,723) 102 %
Build Serv, Enforc & Complianc 425,927 311,364 (114,563) 137 %
Transit & Parking 11,106,465 9,730,548 (1,375,917) 14 %
Growth & Development Services 20,704,753 19,183,392 (1,521,361) 108 %
Financial Services 6,821,591 6,797,596 (23,995) 100 %
Community Development - GM (13,057,865) (13,004,603) 53,262 100 %
Administrative&Financial Serv. 291,899 386,784 94,885 7% %
Regional Geriatric Services 2,715 2,715 - 100 %
Housing Services 17,033,251 17,875,666 842,415 95 %
Long Term Care&Senior Services 2,997,549 2,061,787 (935,762) 145 %
Social Services 20,837,634 21,898,759 1,061,125 95 %
Citizen Services 11,112,467 11,237,210 124,743 9 %
Leisure & Recreation Services 17,513,663 17,857,757 344,094 98 %
Community Development 56,731,313 58,316,075 1,584,762 97 %
Infrastructure Services Other - - -
Financial Support (44,911) (44,910) 1 100 %
Engineering Services 189,999 190,000 1 100 %
Assets Management 4,326,221 4,214,946 (111,275) 103 %
Water/Waste Water Maintenance 2,927,111 2,927,096 (15) 100 %
Page 1 of 2
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Revenue & Expense Projection
As of September 30, 2009

Roads Mtce Other A 23,629,150 23.486,93)..‘;) — (142,215) 101 %
Summer Maintenance 13,816,884 13,834,595 17,711 100 %
Winter Maintenance 16,428,747 14,734,071 (1,694,676) 12 %
Road Engineering Costs 3,230,929 3,291,551 60,622 98 %
Roads Maintenance 57,105,710 55,347,152 (1,758,558) 103 %
Streetlighting 1,746,362 1,825,945 79,583 9% %
Agricultural Drains 368,155 368,156 1 100 %
Roads Mtce 59,220,227 57,541,253 (1,678,974) 103 %
Operations Division 62,147,337 60,468,349 (1,678,988) 103 %
Environmental Services 12,107,749 11,546,679 (561,070) 105 %
Infrastructure Services 78,726,395 76,375,064 (2,351,331) 103 %
Emergency Services Division 9,532,327 9,465,601 (66,726) 101 %
Fire Services 19,398,791 19,313,076 (85,715) 100 %
Outside Boards Other 5,753,722 5,753,721 (1) 100 %
Police Services 42,183,435 42,429,545 246,110 99 %
Outside Boards 47,937,157 48,183,266 246,109 929 %
(Excess) Deficiency of
Revenue Over Expenses 1,197,783 - (1 1 97’783)
Contribution from Winter Control Reserve 873,000
Projected Municipal Year End Surplus/(Deficit) (324,783)

Run Time: November 05, 2009 at 9:34 AM

Page 2 of 2
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Title:
Date:

Reserves and Reserve Funds Balances
November 26, 2009

Page: 2

Lorraine Larose
Senior Budget Analyst

BACKGROUND

At the meeting of November 23", 2009, the Finance Committee requested a report on the City’s
reserve and reserve fund balances, as well as the forecasted changes as a result of the approval of

the 2010 budget.

The following is a summary of the history of reserve and reserve funds during this term of Councul
and the forecasted balances for 2009 and 2010 fiscal years.

Actual as of Actual as of Forecasted | Forecasted 2010
December December 2009 (forecasted 2009
31/05 31/08 (unaudited) | plus forecasted
transactions during
2010)
Reserves
(non interest
bearing) $7.4M $10.7 M $7.1M $5.5M
Reserve Funds $60.4M $77.9M $70.8M $68.6M
(interest bearing)
Total Reserve $67.8M $88.6M $77.9M $74. OM
and Reserve
Funds
Increase from 2005 to Forecasted 2009 Balance
$10.1M
Forecasted Decrease from 2009 to 2010
(See Appendix A for forecasted Reserve and
Reserve Fund continuity schedule) ($3.9M)
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The following tables illustrate the trends in reserve and reserve funds over the past five years:

CGS Reserves $3946 | $7,385 $6,004 $9,524 | $10,737
CGS Reserve Funds 59,169 | 60,356 | 81,581 89,765 | 77,878
Total CGS Reserves &

Reserve Funds $63,115 | $67,741 | $87,585 | $99,289 | $88,615

Reserves as a % of

Total Expenditures 15% 16.3% | 18.5% 200% | 19.8%
BMA Study — Median 28% 296% | 312% | 344% | 374 %
BMA Study — Low 7.8% 8.9% 9.6 % 11.3% 9.3%
BMA Study - High 140.9% | 141.7% | 135.6% | 157.9% | 155.6 %

As outlined in the BMA study, reserves and reserve funds are a critical component of a
municipality’s long-term financing plan. The purpose for maintaining reserves, as outlined in the
report, is to:

|

>

v v vy

Provide stability of tax rates in the face of variable and uncontrollable factors (consumption,
interest rates, unemployment rates, changes in subsidies)

Provide financing for one-time or short term requirements without permanently impacting tax
and utility rates

Make provisions for replacements/acquisitions of assets/infrastructure that are currently
being consumed and depreciated

Avoid spikes in funding requirements of the capital budget by reducing their reliance on long-
term debt borrowings

Provide a source of internal financing

Ensure adequate cash flows

Provide flexibility to manage debt levels and protect the municipality’s financial position
Provide for future liabilities incurred in the current year but paid for in the future

Reserves offer liquidity which enhances the municipality’s flexibility, both in addressing unplanned
operating requirements and in permitting the municipality to temporarily fund capital projects
internally. The level of reserves and reserve funds is a key measure of the financial health of a
municipality. Compared to other municipalities in Ontario, the City is below the median as it pertains
to reserves and reserve funds as a percentage of total expenditures. In 2008, only nine of seventy-
five participants in the study have a lower percentage than Sudbury. The results across the survey
range from a low of 9.3% to a high of 155.6% in 2008. For 2008, there has been a decrease at the
CGS from 20.0% to 19.8%.
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Long Term Financial Plan

The Long Term Financial Plan, adopted by Council, references reserves in a number of its
recommendations:

1.6  Plan for the replacement of infrastructure through the use of life cycle costing and the
development of replacement reserves.

5.2 Undertake regular reviews of remaining life and condition of assets and determine required
annual reserve contributions sufficient to ensure that 90% of approved infrastructure
rehabilitation / replacement schedules can be met at the required time.

8.1 Facility, equipment and infrastructure replacement reserves should be established and
funded to ensure that 90% of approved infrastructure rehabilitation / replacement schedules
are met (long-term), as determined in point 5.2

8.2  Establish a Stabilization Reserve for programs that are susceptible to significant annual
expenditure fluctuations (eg. Winter Maintenance). Program budgets should be based on a
moving five year historical average of program spending. In years when surplus funds occur
in these programs, surpluses should be reserved, provided an overall City surplus exists.
Where the City’s overall surplus is less than the program surplus, funds should only be
reserved up to the level of the overall City surplus.

8.3  Establish reserves to provide funding for future liabilities (eg. sick leave). Contributions to
these reserves should be set, at a minimum, at an amount sufficient to ensure the liability
does not increase.

The City needs to address these recommendations through the establishment of and continuation of
increased funding for reserves.

Forecasted Change from January 1, 2009 to December 31, 2010

Appendix A details the forecasted change in each reserve and reserve fund balance from December
31, 2009 to 2010. Overall, it is forecasted that the balances will decrease by a net of $3.8M. Thisis
subject to change based on timing of capital expenditures, unanticipated transactions, and future
Council approvals.
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In summary, the following are the highlights:

2009 2010
Forecasted opening balance - January 1 $886M $77.9M
Add:  Forecasted Interest $1.9M $1.9M
Add: Net transfers as per Policy and Budget $5.7M $7.7M
Less: Transfers Approved from 2009 Capital Budget and Other ($15.1M) ($13.3M)
Approvals
Add: Inflation on Budgeted Transfers to Reserves and Reserve $0.1M $0.2M
Funds
Less: Projected deficit funding from Reserves Funds ($3.3M)
Less: Proposed Reductions options ($0.4M)
Forecasted Balance - December 31 $779M $74.0M

Some of the major projects that are anticipated to be spent in 2009 resulting in a decrease to the
reserve and reserve fund balances are: Pioneer Manor capital, Organics launch, funding of 2009
budget options, winter control operating deficit and water and waste water deficits.

Anticipated spending in 2010 resulting in an additional decrease to the reserve and reserve fund
balances are: 2010 capital budget projects funded from reserve, municipal election costs, Pioneer
Manor capital and tangible capital asset funding.

Deferred Revenue - Obligatory Reserve Funds

The City receives certain sub divider contributions and other revenues under the authority of federal
and provincial legislation. These funds, by their nature, are restricted in their use and, until applied
to specific expenditures are recorded as deferred revenue.

Appendix B details the forecasted balances in the obligatory reserve funds.

CONCLUSION

The information presented on reserve and reserve funds has been accumulated based on
information currently available, and staff's best estimates. The balances are unaudited and subject
to change, based on Council decisions, differences between estimates and actual transactions and
unanticipated revenues or expenditures.
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Title: Water / Wastewater Capital Contingency Allocations Page 2

Report Prepared By

Date: November 26, 2009
M,w( t Meii€ad . &

Wendi Mannerow, P.Eng. Nick Benkovich
Water/Wastewater Engineer Director of Water/Wastewater Services
Background

During the November 23rd, 2009 Finance Committee meeting, Council requested a report on
contingency accounts as well as several other envelopes in the Water / Wastewater Capital
submission. In response to the Committee’s request, the following information is provided:

Contingency for Construction of Watermain Priority and Watermain with Roads Priori
Projects

This contingency account provides additional funding for a variety of purposes in relation to the
‘Watermain Priority’ and ‘Watermain with Roads Priority’ capital projects, as required throughout
all phases of the project, from design to construction.

Capital projects are subject to high variability in construction costs and although the detailed
design cost estimates are based on historical pricing, the construction costs will normally vary
due to economic environment and time of year.

As per our current standard of practice, CGS capital budget cost estimates are based on
conceptual designs. As a project progresses, a detailed design is completed, enabling a more
accurate estimate to be produced that includes costs such as those based on geotechnical
information and a more refined scope of work. Once the detailed project budget estimate is
complete, additional funding may be required to cover the refined estimate and typically funds
from this contingency account are used to supplement the original capital account to permit the
tendering process to proceed.

Contingency accounts are also utilized to fund engineering consultants’ fees in circumstances
when it is determined part way through the year that there is not enough appropriate / specifically
qualified design or contract administration staff to complete the project.

As well, during construction, contingency accounts typically provide funds for unanticipated field
conditions (ie. soils / rock / groundwater elevations or new condition assessment information of
infrastructure) which may result in a change of scope of the work to cover the additional costs,
above the tendered price.

This contingency account also provides funding for watermain work that is determined to be
required during the construction of a Roads Priority project, based on actual field conditions.
This work would not have been anticipated during the capital budget planning process, based on
information available at that time.
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Historically, this contingency item was allocated in the capital budget at approximately 30% of
the total ‘Watermain Priority’ and ‘Watermain with Roads Priority’ projects and a significant
portion of, if not all of this account has been utilized. During these tough economic times, it is
important that a contingency be maintained therefore it is strongly suggested that any value
lower than 15% may impact the appropriate completion of capital projects in the ‘Watermain
Priority’ and ‘Watermain with Roads Priority’ projects. Without this contingency funding,
recommended replacements/repairs/upgrades may not be completed.

Contingency for Construction of Sewer with Watermain Priority Projects

Similar to the Watermain contingency account noted above, this Sewer with Watermain priority
projects contingency account provides funding for a variety of purposes required at all phases of
the project, from design to construction.

Specifically to sanitary sewer construction however, is the challenge of physical conflicts of the
infrastructure during construction. Often, the design intends for minor work on the sanitary
sewers during a ‘Watermain or Roads Priority’ project, based on available information (ie.
camera reports, historical files). During the actual construction however, previously
unanticipated replacement / repairs are found to be required. Funds are provided from this
contingency account for the resulting additional work.

Historically this contingency item was allocated in the capital budget at approximately one-third
of the watermain contingency item and a significant portion of this account has been routinely
utilized. It is important that a ‘Sewer with Watermain’ contingency be maintained at that ratio as
any value lower may inhibit the appropriate completion of capital projects in the ‘Sewer with
Watermain’ envelopes. Without this contingency funding, recommended
replacements/repairs/upgrades may not be completed.

Contingencies (Distribution and Collection)

The Distribution and Collection Contingency accounts provide funding for emergency
operational requiremenmts, resulting in large scale capital expenditures provide funding
operational requirements such as equipment purchase or emergency system components such
as piping and valves, that exceed the operational budgetary capabilities.

Engineering recommendations are frequently required to support operational efforts particularly
during emergency situations involving infrastructure repairs. During emergency situations,
detailed engineering design is not possible due to the time constraints associated with the
urgent nature of the work. Engineering assessments and recommendations improves decision
making resulting in a better quality of finished product. For example, geotechnical investigations
are required in support of major repairs of underground infrastructure such as emergency
watermain repairs under creek crossings or other sensitive locations.

The original proposed budget envelope for 2010 is based on the historical average actual
requirement from past years.
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Council also requested additional information on the following envelopes:

System Improvement

The System Improvement allocation relates to strategic development related initiatives such as
industrial parks as well as commercial and institutional sites which provide economic benefits to
the community. The budget envelope for 2010 is based on the average allocation the City
spends annually to cover the City's share of improving sewer and water main capacity to
facilitate these important initiatives.

Without appropriate funding to share the burden of the infrastructure improvement costs,
strategic development may be hindered.

Based on the critical nature of this envelope, we recommend that the funding remain at the level
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