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BUDGET COMMITTEE OF THE WHOLE
July 6, 2010
SRCFS.10.030

Corporate and Financial Services
Financial Services Division

SUBJECT: 2011 Ten Year Capital Forecast
(SRCFS.10.030)

PURPOSE:

To provide Council with an updated Ten Year forecast for the Town’s capital program reflective
of updated priorities and available funding.

RECOMMENDATIONS:

a) That the staff report 2011 Ten Year Capital Forecast — (SRCFS.10.030) be received.

b) That staff include a Development Charges Study and a Lifecycle Replacement Funding
Model Study in the 2011 Budget submission for consideration during budget

deliberations.

Contact: L. Chen, extension 3685

Approved by:

G i~

y{ Joan Anderton
hief Administrative Officer

Submitted by:

Dean A. Mﬂlel
Commissioner, Corporate & Financial Services
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BACKGROUND:

The Town of Richmond Hill’s financial planning and budget cycle involves four annual
processes:

1. Ten Year Capital Forecast

2. Tariff of Fees Update

3. Annual Budget Preparation (Opcrating & Capital) and the Four Year Operating
Forecast

4. Budget Committee of the Whole deliberations and Council adoption

Ten Year Capital Forecast Process

All areas of the Town have been involved in varying degrees to develop the necessary forecasts.

The Ten Year Capital Forecast involves reviewing and updating assumptions used in prior year’s
forecast, with a stronger focus on the earlier years and emphasts on the 2011 forecast to resemble
closely to the 2011 Capital Budget submission. The Strategic Plan, Official Plan, Development
Charges Background Study and approved Council motions are key reference material in
compiling the forecast. To make it comparable, the figures are in constant dollars with no
adjustment for inflation. The details are provided in a binder that includes a Corporate Summary.

The Ten Year Capital Forecast is comprised of investments in Existing assets and Growth assets.
Existing assets forecasts major repairs or rehabilitation to extend the life or replacement of an
asset at the end of its useful life. It does not include land, major earthworks, significant upgrade
of capacity, nor routine maintenance for state of good repair. Growth assets forecasts
requirements for new residential services to be constructed such as local roads, water and
wastewater infrastructure, sidewalks, streetlights, and storm water management infrastructure.,

Ten Year Capital Forecast Objectives
The Ten Year Capital Forecast is undertaken with the following objectives:

(a) Provide a capital forecast that considers corporate priorities that align with the
Town’s Strategic Plan.

(b) A “living plan” that allows for updating and reprioritizing as opportunities arise,

(c) Identifies funding sources, limitations and funding opportunities.

(d) Identifies to Council any significant future projects that potentially could be added to
the forecast that could not be quantified at this time.

(e) Identify potential challenges in the upcoming budget based on the Ten Year Capital
Forecast that could impact the overall Budget Strategy.

(D) Provides a guideline for 2011 Capital Budget preparation.
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FINANCIAL/STAFFING/OTHER IMPLICATIONS:

Ten Year Capital Forecast Summary

The 2011 Ten Year Capital Forecast is $528 million (3492 in 2010) of which $266 million ($283
million in 2010) relates to Existing assets (Appendix “A”) and $262 million ($209 million in

2010) relates to Growth assets (Appendix “B”).

2011 Capital Forecast
The first year of the forecast is $53 million. The replacement of existing assets forecast is $33

million and the growth related assets forecast is $20 million. Significant capital projects include:

FExisting Assets Capital

1. Facility repairs

2. Oak Ridges Waterfront Trail

3. Application Enhancements technology

4, Road and Watermain reconstruction
Bathurst Street Watermain
Snively Street
Libby Boulevard, Bridgeport Street area
Elka Drive, Zelda Crescent area
Olde Bayview Avenue
Bayview Watermain

me e o

Growth Asseits Capital
East Beaver Creek road widening and intersection improvements

Hwy 404 Bridge north of 16" Avenue

East Humber Trail
New Fire Station construction and equipment at Yonge Street and Gamble Road

Website and eService technology

R

2012 to 2014 Capital Forecast
The next three years of the forecast (2012 to 2014) is $116 million. The replacement of existing

assets forecast is $80 million and the growth related assets forecast is $36 million. Significant
capital projects forecasted include:

Existing Assets Capital
1. Parks Redevelopment
2. (Qak Ridges Water Park & Trails
3. Qak Ridges Youth Park

Growth Assets Capital
1. Operations Centre Phase II Expansion
2. Oak Ridges Library
3. Rawlinson/Perryman Park
4, Land acquisition for Town-Wide Indoor Facility
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2015 to 2020 Capital Forecast
The last six years of the forecast (2015 to 2020) amounts to $358 million. The replacement of

existing assels forecast is $153 million and the growth related assets forecast is $206 million.
Significant capital projects forecasted include:

3

Town-Wide Indoor Facility (2015, $42 million)
North Leslie Indoor Facility (2016, $61 million)
Arena Twinning (2017, $19 million)

Fire Station (2016, $6 million)

Library (2018, $4 million)

Nh b~

Historical Capital Program Levels and Funding Implications

‘The Town’s annual capital program averages approximately $32 million or $35 million including
water and wastewater capital assets (WWCA). The historical value of the capital asset inventory
constructed, purchased or assumed is valued at $699 million or $807 million including WWCA
with an annual usage or depreciation of $22 million or $24 million including WWCA.

A detailed review of the Water and Wastewater ten year capital forecast was recently undertaken
by staff and approved by Council on June 28, 2010 (Water and Wastewater Financial Plan —
SRCFS.10.033). For the remainder of this report, the figures will exclude WWCA.

The following table summarizes the Capital Asset inventory by categories:

Original Ace. Net Book
(in millions) Cost Depn Value
Roads $ 234 $141 % 93
Buildings 180 67 113
Storm Water 162 35 127
Parks & Parking Lots 75 27 48
Library 17 10 7
Vehicles 12 7 5
Information Technology 10 6 4
Machinery & Equipment 9 5 4
Total Capital $ 699 « §298 5§ 401

*excludes land and traffic Lights

The $298 million accumulated depreciation represents from an accounting perspective the
amount required to replace the assets the Town owns. This is comparable to the $117.7 million
available in the Repair and Replacement Reserve Funds balance as shown in Appendix “C”.

The Town’s funding sustainability can also be compared by the annual confribution from the
Operating Budget to the Repair and Replacement Reserve Fund. As shown in Appendix “C”, our
annual coniribution is $6 million compared to the $22 million annual depreciation expense. If
interest earned from the investment portfolio is included, the annual contribution is $11 million.
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The depreciation numbers are based on historical cost. If staff factored in future replacement
costs, the amount is higher.

The last Capital Asset Replacement Study was completed in 2008. Based on the past analysis,
the replacement value of the same assets was $1.4 billion, and the recommended annual
contribution from the Operating Budget to the Repair and Replacement Reserve Fund ranged
from $21 million to $33 million. Compared to the $11 million annual contribution including
interest earned in the reserve fund, there is a minimum funding gap of $10 million in the 2010

Operating Budget.

Previous infrastructure protection initiatives such as eliminating minor capital funding from the
reserve fund and gradual increases to the contribution to reserve funds of $900,000 and $600,000
in the years 2007 and 2008 respectively, prolonged the reserve fund life by two years after each
initiative. In addition the Infrastructure Stimulus Funds and Recreational Infrastructure Funds
received in 2009 prolonged the life of the reserve funds by an additional four years. Without
further changes to the annual contribution, the Repair and Replacement Reserve Fund will be

depleted by 2025.

Repair & Replacement Reserve Fund Balance
and Contributions

145 -
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65
45

% Millions
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Tax Rate Fanding
The Ten Year Capital Forecast identifies $2.6 million of Tax Rate Funded Capital projects. The

amount included in the 2009 and 2010 budget was under $1 million. This is another area to focus
-on during the 2011 Budget. If the Tax Rate Funding cannot be sustained in the 2011 budget,
alternative sources, such as Federal Gas Tax and Other Grants must be used.
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Federal Gas Tax and Other Grants

Upon review of the studies and plans that are underway, there will be more projects which are
likely to be Federal Gas Tax (or other grant) eligible. It is anticipated that projects will be
recommended for addition to the forecast as the studies receive approval:

s Official Plan

» Accessibility Audit

* Pedestrian and Cycling Master Plan

» Facility Energy Audits

¢ [nvironmental and Green Purchasing Strategy
e Economic Development Strategy

For the 2011 Budget, staff are changing the Town of Richmond Hill’s previously derived annual
funding envelopes for capital projects from the Federal Gas Tax funding, as foliows (with the
previous allocations in brackets):

s New building LEED upgrades $1.5 million ($2.5 million)

¢ Existing building energy retrofits $1.5 million ($0.5 million)
¢ Pedestrian & cycling infrastructure $600,000 ($200,000)

s Other eligible projects $1.4 million (§1.3 million)

The specific project details recommended for Federal Gas Tax funding will be provided during
the 2011 Budget deliberations, along with the operating budget impact of projects previously
accelerated grant funded capital projects ready for opening. A listing of capital projects funded
by grants is included in the Ten Year Capital Forecast binder.

RELATIONSHIP TO THE STRATEGIC PLAN:

Presentation of the Ten Year Capital Forecast and Financial Qutlook demonstrates responsible
municipal management in which the following objectives are being met: :

a) Stronger connections in Richmond Hill to improve access to local information and

services; and
b) Wise management of resources in Richmond Hill to serve as a role model for municipal

management,

CONCLUSION:

Richmond Hill is faced with issues of growing infrastructure needs for a growing population and
rehabilitation/replacement of existing assets. In recognizing these challenges and being
responsive, a plan must be developed in order to accommodate the demands of infrastructure

grants and infrastructure rehabilitation.
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APPENDIX “A”

2010 Ten Year Capital Forecast

Existing Assets

105



00V'COL'99T  009°S46°0Z  QO0FITIT  00PF6H°9T  0DI°S29°IZ  OOVEGIET 00P°bEY'6C  000°9FT'CT  009°T68°8Z  0OT°0SI'SZ  008°988°7C s9ssy Sunsixg [eioy,
SY(IE] 29 SonIDe,] Bupsiny]
00T 19859 001'6£9°9 00%'¢HT'S 00F'86E° DOF 68T DO8CL0'E 0099T191  00GEIlY 001°860'8 00L'80G L 008°¢9T'¥ 3O audwddeiday 3 aeday - s
000'¥86'E - 004°87E Q0¥'FGC 009'%:8 008'LL¥ 000'09¢ 00E" L7 0D5'SsT 00L°08¢ 000'58¢ by venesrsay
00998171 001°€0L" 1 005'789°1 00T'EELL 006655 00€'¥9L"1 gogt1zil 0057 Lo1'T 000°06¢ 00T 608°1 009°L50"T
00S'LOF'S 000°090°L 005 8% 00z'€cE 0067611 005 FF6 00£°501 005F91°1 000'65¢ 00T’ 16¥ 009" 1T¥ N
00176448 001'cFo 000'00¢" 1 DO0'08L 000'0FF 000'0Z8 0OB'9I0"L 000c00°1 000'SE0"L 000E11°1 000'0£9 ML auatadinbiy wpaoap
- Y2217y saneag 1sey) - Gzaday |
0085819 000°C0SE  000'00SE 000°00%'¢ 000°008°¢ 000'008°E 000°005°¢ 0O000%'e DO0'00S"E oooens'e 008°689'F sfurpiing pue souipor,] - Asados
009°C6Z'01 Q0¥ ZBLL 00t'z811 00L°61%'C 00€*L8T°1L 001°695°1 0016951 006928 00L'86%°1 00E VL9 00468971 AR BonddO]) Sendepy - Aeqr]
005'95TY 000°66E 000" L€ 00¢£'88¢ Q0¥ FzZs 00I'ELw 00Z'L5¢ 001°6Z¢ 009°19¢ 009108 002'64€ INIY I
00696 E1 000586 00£°0LL 006*18L°7 0OLWSH L 000968 D0&06L 00Z'1£1°1 008'C6T'L 00T901°¢ 00Z'9LY wowaSeury 101y winig
008'PPLE6  00D'I¥S'S  0OLE0CS 006560 00F'CE8%0 00C'886'6 00ECALTIL 001'986'8 00TPOSOL  COPI6CH L 0058161
ooo'egLle 004 Legl 00Fgoc"] 00€ 0991 008°L50°¢ 006TEs'e 008890y 008'801°¢ 00¢'SEL'Y 00z L1 008'SHE'9 Juawsar(das g§ s supuLsTy -
000'847°8 ongiees DOg'EsE 00E'¢es ooc'ess 00¢'gss 00¢°860°1 DOE™850'1 00€°860°1 00£'860°1 00£7°860°1 sdepaso peoy -
008'¢SE'Es 000°059°¢ 000781y Q0L 1TLY oocTIE’Y 001'206'S 00T'829°0 000'6LLY 009°0L9"F 06Ty 00¥'FLG L SA[EMIPE] 7P VORINNSUOIIT $PTOY -
UOUINNSUOT) 2 1E1sa(]
000’5129 00004 0o00z8 000041 000'60E 000'5E% 000°0£8'T 000'0ge DO0'SLG 000'001 000°08T T A - 9]
000" 66S°¢1L D0O0F15°1 000F10'L 0o0'r10°1 DOO'F 1071 000°%1071 000 10°L DOO'P10° 000'F 101 000'0EF' L 000" LSO0F &ogeuypa [, uenwwaoyu
SEE T
TSEI0T6 SeTaIvg LCRETTNG ¥S¥55103 sEnI0y 1SE5316 3 sEsI04 T5¥30I0 TSE33I03 T5e5510 ST
JEDX U T 0202 610GT 30T LI0Z 9102 Sq102 10T £10Z 702 1102

Arewramg meodion

1sed3104 [eniden) yea) uay [10Z
[I'H PUOWIY2IY 3O 0s0 Y, 383
L




APPENDIX “B”

2010 Ten Year Capital Forecast

Growth Assets
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APPENDIX “C”

Repair & Replacement Reserve Funds
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