Alighing Budgets with Strategy:

How to draft a multi-year budget that aligns organizational
strategy with a fiscal framework

Laura Mirabella-Siddall, CPA, CA
Chief Financial Officer and City Treasurer
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Vaughan’s Previous Approach

« Base kept from year to year

« Add up all the incremental departmental requests and present to Council

« Wait for them to say no and provide a target to work towards

« If any room available above cost pressure needs, would slash requests to fit into
Council target

* Budget books were long and difficult to navigate

Problem: Over 400 initiatives that were weakly linked to organizational strategy
through the annual budget process = funding and prioritization unclear




Term of Council ‘l“i? VAUGHAN
Service Excellence

Strategy Map o2
(2014-2018) Ry

bt nrarts e i i progresive,
evavnnercall wssevibis and suta bs

A New Way: o
“Begin with the End in Mind”*

Improve municipal road network

Continue to develop transit, cycling and pedestrian options to get around the City
Facilitate the development of the VMC

Support the development of the hospital

Re-establish the urban tree canopy

Invest, renew and manage infrastructure and assets

Continue to ensure the safety and well-being of

Meet Council Lax rate targets {no greater than 3%)

Update the Official Plan and supporting studies

Attract investment and create jobs

Create and manage affordable housing options {secondary suites)
Continue to cultivate an environmentally sustainable city

Support and promate arts, culture, heritage and sports in the community
Continue to advance a culture of excellence in governance

Establish a lobbyist registry

o o o o A o o A s s R R

« Council approved a new Strategy Map
«  WHAT will we deliver?

* 16 Term of Council Priorities
« HOW will we deliver? Ea =t Eoota
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- 3 Service Excellence Themes:
- Citizen Experience ‘
» Operational Performance
« Staff Engagement

STAFF ENGAGEMENT

Fmplayes Fngagement ‘Comparats Gavernance and Accauntability Framework

oricsion Sratey urtabiity
e e s

ip 2 3w poees

DEPARTMENTAL BUSINESS PLANS

Pre-2015 Sept. 2015

*Source: Covey, Stephen R. The 7 Habits of Highly Effective People. New York: Free Press, 1988.
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A Refreshed Budget Book Format

» Better organized
« Easytoread

* Avalilable before first @

budget meeting 2017 Budget and
« Structured to highlight EEETSER =T ale IR

how funds align with
City’s Strategic Plan

Fiscal Sustainability
Always a Priority

TERM OF COUNCIL PRIORITIES #
M Projects| 2017 2018 |Total
Flan | Budget FPlan
Improve municipal road network 3| 3.55 377 7.32
Continue to develop transit, cycling and pedestrian opfions to get around the S
City 19 585 523 11.08
Facilitate the development of the VMC 6 827 8781 7618
Suppon the development of the hospital ol 000 0.00] 0.00]
Re-astablish the urban tree canopy 8 254 2 54 5.00
Invest, renew and manage infrastructure and assets 2471 8252 48.52) 111.04
Continue to ensure the safety and well-being of citizens o 053 3683 417
Meet Council tax rate targets (no greater than 3%) . boo 0.00] 0.00
Update the Official Plan and supporting studies 18 143 1.83] 3.2
Attract investment and create jobs i 014 0.00| 0.14
Create and manage affordable housing cptions (secondary suites) of 000 0.00] 0.00]
Continue to culiivate an environmentally sustainable city 3 16.86 0.00] 16.86]
Support and promote arts, culture, heritage and sports in the community 23 a7 11.18] 20.89
Continue to advance a culture of excellence in govemance L 0.44 0.35] 0.80,
Enhance civic pride through a consistent city-wide approach to citizen S
engagement 9 102 D.44 1.448)
Operational Ferformance 4 o 0.19 0.40
Staff Engagement 7 0.8 0.00] 0.98
Citizen Experience 0 0.00 0.00] 0.00]
Total New Capital Projects 369 114.05 14560 | 259 65|

Mote: some numbers may not add due to rounding.

Pre-2015 Sept. 2015 Dec. 2015
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Building on Service Excellence

TEAMWORKU)CUS OMER CA.\‘RE

« 10 key corporate initiatives Understanding - LT

identified with discrete and SERVICE &N EFFIClENCY
. 5 “COGNI|7 o + ) \ERSH RESULTS ™
trackable milestones cirizen rocus & RECOONIZE B & o r1sEACTION M
- Established governance structure VALUE ACCESS'BL = '_L:g ke = :‘6
« Collaboratively, as a corporation, TRANSPARENCY FEErsonans ’;«j m
: INFORMATION (A \TTITU I'I'll'LJ & KNOWLEDGE £ wn
made a pledge to Service SHETSE > MOTIVATION ACCURACY & SOLUTIONS 2 I
Excellence Z DEDICATION SIONAL ©

et ié COMMUNICATION |

COLLABORATION RESPECT ACCOUNTABILITY

Pre-2015 Sept. 2015 Dec. 2015 Apr. 2016
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Developing a Fiscal Framework
Guiding Principles

Financial Sustainability

Guiding Principles

1. Consideration Towards
Existing Service Levels

2. Growth Pays for Growth

3. New Initiatives to
Enhance the City

Approach to:
- Infrastructure
- Services
- Managing Money

_ Principles in Action *

High level and easily understood by
Council, staff, and residents

Mirrors cost pressures identified in the
budget book

Provides parameters for staff to consider
the short- and long-term financial
impacts of their decisions

‘\

~. Pre-2015 Sept. 2015 Dec. 2015

Jan. 2017




Fiscal Framework
Principle #1 — Approach to Infrastructure

« Itis important for the City to understand what
assets we currently have and what the assets
are being used for.

* Consider whether we have an appropriate
amount of assets for the services we provide.
Do we need more or less than what we
already have?

* Plan ahead for all of the costs associated with
the assets, including future replacement costs,
and estimate when funds will be needed to
ensure they are available at that time.
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Fiscal Framework
Principle #1 — Approach to Services

* Understand what programs and services the
residents need and want.

« Consider whether the costs to provide these
programs and services are appropriate.

* Regularly review user fees for existing
programs and services to ensure they are
recovering costs as much as possible, while
remaining affordable to residents.
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Fiscal Framework

Principle #1 — Approach to Managing Money

* Save money in reserves to ensure that funds
are readily available when needed, such as to
pay for asset replacement or emergencies.

» Continuously look for savings that can offset
rising costs.

» Consider how costs can be fairly paid for
across geography and time, such as through
debt if the asset will provide benefits over
many years.
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Fiscal Framework
Principle #2 — Approach to Infrastructure

Approach 10 int sev uetue

R R LT )

« Consider whether existing assets can be used
to support new growth before spending
money on new assets.
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* Try to match the timing of building
infrastructure for new residents to when the
taxes will be received from these new
residents.
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Principles in Action

Approech 1o Servcer
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Fiscal Framework
Principle #2 — Approach to Services

* Services that support development activities
should be paid for through development user
fees, such as building permit fees, inspection
fees, development application fees, etc.

« As more resources are needed to support
new residents, these costs should be paid for
through property taxes received from these
new residents (assessment growth).
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Fiscal Framework

Principle #2 — Approach to Managing Money

» Try to maximize growth related revenue to
minimize the tax burden to existing residents.

» Try to match the timing of revenue with the
timing of costs, and if there is a mismatch,
use a reserve to move money between years.
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Fiscal Framework

Principle #3 — Approach to Infrastructure

* Concentrate on new infrastructure related to
new services needed to meet the priorities of
Council.

« Continuously look for ways to minimize long
term maintenance and replacement costs for
assets (e.g. LED streetlights)

(13)
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Principles in Action

Approech 1o Servcer
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Fiscal Framework
Principle #3 — Approach to Services

Approsch 1o Servcer
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Fiscal Framework
Principle #3 — Approach to Managing Money

(15)

Where possible, consider ways in which new
service excellence initiatives that benefit
residents can pay for themselves over time.

Make investments in the City’s financial
portfolio that are stable, low risk, and provide
a long-term revenue stream.
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Continued Refinement to the Budget Process

Business Plans:

« Establish and reinforce connections between corporate priorities, operational plans,

and resources
« Align with the multi-year financial planning timeframe to align department objectives,

measures, and pressures

All Budgets to be Considered Together:

« Water/Wastewater timelines rolled in to provide Council and the public with a better
understanding of the City’s fiscal position

4

Pre-2015 Sept. 2015 Dec. 2015 Jan. 2017 Present




Leveraging the “Results-Based Accountability” model
Population Five Questions Performance

Whole é
Population §

(1)) ‘ How Are We Doing?

Client o3

Population

Population Accountability

What are the quality of life 04 ‘ What Works to Turn the Curve? How much did we do?
(Whole Population) conditions :
we want for the children, adults, 05 \ What Is our Action Plan to Turn the How well did we do it?
and families in our community? Curve?
- How can we measure if the
Performance Accountabili
The well-being of Client customers are better off?
Populations

Programs, Agencies, Service
(17 ) Systems
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Staying Accountable

Service Excellence Progress

Report Dashboard

Tracks 134 key activities related
to Term of Council Priorities and
39 key activities related to the
Service Excellence Strategic
Initiatives

Used by management to track
performance and manage risk

Summarized for Council semi-
annually

Improve the Municipal Road Network

LEGEND: «Completed ® On Track

Advance the Bass Pro Mills Drive extension and connections

Issue Identified @ On Hold/Not Started

STATUS ACTIVITIES

Monitor the Kirby Road environmental assessment

o Facilitate the Highway 427 extension

(] Support the Teston Road extension

] Complete the Huntington Road environmental assessment
Facilitate the GTA West Transportation Corridor Route
Planning Study

v | Facilitate the John Lawrie / Highway 427 crossing

] Develop a traffic signal control system management plan
Expand speed compliance program through the replacement
and purchase of new radar message boards

° Develop a road safety strategy and transportation

data management program

KEY ACCOMPLISHMENTS

m City staff are working with the Region of York to provide input
into the environmental assessment for the Teston Road extension

| Staff are preparing to train staff on the new radar message boards
in support of the Speed Compliance Program

ISSUES

m The timing for the detailed design and construction of the Bass Pro
Mills Drive extension will be determined when the required lands
are conveyed to City ownership in late 2017

m Kirby Road environmental assessment was to commence in Q1 2016.
The study to be conducted by the landowner was delayed. The
necessary agreement has since been executed, however, the project
remains behind schedule

B The Ministry of Transportation has suspended work on the GTA West
Transportation Corridor

Improve the Municipal Road Network Activity Status

o
10% B onTrack

Issue Identified

On Hold /
0% Not Commenced

B Completed

30%

‘l VAUGHAN
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Take-Aways

« Budgets are built around strategic plans; not the other way around
« Creating a fiscal framework provides a coherent methodology for allocating funding
« Aligning budgets with strategy is a journey, not a destination

19




Guiding Principles

Principles in Action

1. Maintain Existing Service -
Lewels

The oty weill strive to meoinboin

Existing mfrostroctures and services o

@ ciimate of ircreosing costs by
identifying efffciencies and preparing

Jor anticipated future meceds through =
resenves and comtingences.

2. Growth Pays for Growth -

Junded, to the fullest extent possibbe,
throwgh mew property tox ossessarent
and growth refoted revenwes. Newr
property thox ossessment shopld mot
swhbsidize existing service fewvels,

3. Mew Initiatives to Enhance -
the City

Irvestments in mew intiotives showld -
emfrnoe service lewels, mprnowe
efficiencies, support service

excelfence, and enhance quaainty af e
Jor residents while staying witfrin bhe
city’s frnvancial mreores

Approach to Infrastructure

Waork towards creating an scourate
Striwe to put a3 cost-=ffective long-
term replacement plan for existing
asseis in place, and onlby replace
assets if it is no longper cost cffective
o mmiminvt=an therm

Ensure that property tax rate
increases for infrastrocture renawal
and replacement sre predictable,
respond to inflation, and are sligned
witth fiscal terpets spprowed by
Council.

Striwe bo maximice the capacity of
edisting sssets to sSupport new growesh.
Ensure that new growth related
infrastructure is timed a5 dosely as
possible with new =

Mew infrastructure inwvestments
related o new service levels should
align with Coundl priorities.

Where possible, the city should
reduce infrastructure replacement
oosts through slternative capital
replacement and servics delivery
s

Copyright © 2017 City of Vaughan: Fiscal Framework - Guiding Principles

Approach to Services

Periodimlby review programs simd
sendices to ensure they are aligned
writhl Council priorities, and that they
are provided cost-effectivelby.

Existing user fees showld be reviewed
annually to ensure that they are in line
withi ry targets and showld
strive towards full cost recowery.
Emsure that property tax rate:
increases for services are predictable,
respond to inflation, and sire aigned
withi fiscal tarpets approwved by
Council.

The cost of administering growth and
L pment ulidl bee by
prowth related user fees.

Mew property tax assessment should
affeet the inoreased cost of services
that are brought on for rew residents.

Mew services for which there is a
common good should be funded
through property tax whereas serdices
berefitting select users should be
funded through user fees.

Mew intiatives to enhiance the Otizen
experience should demo nstrate valuee
for money to the taxpayers from a
guzntitative and for gualitative
perspective and be aligned sith

Council priorities.

Approach to Managing Money

Maintain sdequate reserves o miset
obligations, sawve for asset
replacement, and allow the Aexibility
o take advant=sge of unexpected
opportunities, and the ability o
respond to unanticipated ome-time
CHpEnEES.

Cost pressures relasted o maint=sining
exicting senvice levels should be fulhy
miznaped through =ficencies.

Where an asset benefits multiple
penerations., debt may be used to
ensure that all benefitting parties
across timee participate in the sharng
of costs.

Collect the maximum growth relabed
revenues possible within legislation in
order to minimize the financal impact
o existing residents.

In order o manage timing differences
with assescment growth and groeth
redated infrastruchune sind servioe
needs. the tax rate stabilization
reserve may be used.

Service e=xcellence intistives, wherns
possible, should be cost-newtral, smd
efficiencies should be demonstrable.
Hew inwvestments in the city™s portfolio
should e stable. how risk, and prowvide
a long term revenue stresme

<
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