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1. Executive Summary:

Council approved their 2015 Strategic Plan on April 13, 2015. These priorities have
been the primary guidance for the 2015 — 2019 Five Year Financial Plan.

In the 2015 Corporate Strategic Plan, Council identified five strategic priorities:

Fiscal Responsibility

Excellence in Management and Governance
Enhancing Community Livability

Economic Prosperity

Community Planning

® Q0o

The 2015 budget integrates each of these priorities.

a. Fiscal Responsibility:
The District will work towards long-term financial sustainability. It will prepare for the
future by ensuring adequate contributions are made towards required long-term capital
infrastructure needs while living within current means.

The 2015 budget as amended achieves a 0.00% tax increase. This plan includes
contractually obligated increases to expenditures that equate to approximately 2%
overall. Addressing the long-term contributions towards capital infrastructure needs,
there is an additional $130,000 budgeted to be transferred into the Capital Asset
Replacement Reserve. This is above and beyond the minimum required by bylaw.

With long-term sustainability a critical element to strong fiscal responsibility, an
additional $200,000 is projected to be transferred into the Capital Asset Replacement
Reserve. This is the revenue that is expected to be received from new assessment
within the District (Non-market Change assessment).

A 0.00% tax increase has been achieved in the current year while setting aside
$565,808 into reserves for future use, of which $373,869 is not currently required by
Bylaw. This represents strong fiscal responsibility.

b. Excellence in Management and Governance:
The District will use best practices to ensure excellence in Management and
Governance. Focus will be on Community Engagement, Records Management,
Staffing Review, development of corporate performance measures and risk
management.
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c. Enhancing Community Livability:
The District will work towards making Sooke a vibrant and accessible community. The
Town Centre is a significant priority of Council. The initial focus will be on transportation
flow, pedestrian safety improvements and meeting appropriate maintenance standards.
Implementation of the Town Centre Plan will require many different efforts, including
some capital projects, land acquisition and road re-alignments. Considerable work is
needed to improve sidewalks and pedestrian safety. Additionally, actions are required
to improve the appearance and functionality of the area.

The focus on the Town Centre began in 2013, has continued on through 2014 and
continues throughout the 2015 — 2019 Financial Plan. Some of the completed projects
include; land purchases, Church Road Multi-use Trail, completion of the first phase of
the Grant Road Connector Project “Wadams Way”, construction of the Wadams Way
Multi-use Trail. Included in 2015 of the Financial Plan are the following projects:

1. Hwy 14 Roundabout Construction

Improvements to Hwy 14 from Church Rd to Otter Point Rd.

3. Design and construction of sidewalks along Hwy 14 from Church Rd to Otter
Point Rd.

4. Design and begin construction of the second phase of the Grant Road
Connector Project (Phillips to Charters Rd.)

5. Creating public access along Brownsey Boulevard from Hwy 14 to Goodmere
Rd.

6. Continued funding for Road and Sidewalk Improvement Program

Downtown Art Bench

8. Transit Stop Improvements

no

~

Projects included in 2016 — 2019 include:

1. Completion of the second phase of the Grant Road Connector Project
(Phillips to Charters Rd.)

Improved Rainwater Management in the Town Centre

Continued funding for Road and Sidewalk Improvement Program
Church Rd. widening (Sooke Rd to Helgeson Rd.)

Phase three of the Connector along Grant Rd. (Otter Point to Gatewood)

a ko

d. Economic Prosperity:
The District will work towards developing appropriate mechanisms to facilitate and
promote long-term community economic prosperity.
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e. Community Planning
The District will work towards streamlining planning processes to encourage investment
and job growth in the community.

Council desires to move forward with the implementation phase of several of the
background studies or plans that have been completed in the past few years. In
particular, Council wishes to: identify infrastructure upgrades, complete the DCC Bylaw
review for sewers, and introduce Checklists and Templates to streamline development
approvals. Much of the work on this began in 2013 and will continue in 2015 and years
to follow.

The 2015 budget has $20,000 allocated for funding the work on long term plans.
Highlights:

Strategic Plan:

Strategic planning is an organization's process of defining its strategy, or direction, and
making decisions on allocating its resources to pursue this strategy. In order to
determine the direction of the organization, it is necessary to understand its current
position and the possible avenues through which it can pursue a particular course of
action. In many organizations this is viewed as a process for determining where an
organization is going over the next year, or—more typically—3 to 5 years.

In 2014, Council established the 2014 — 2015 Corporate Strategic Plan. This document
guides many of the budget decisions included in the 2015 — 2019 Financial Plan. In
addition, the current Council has met to set a new Strategic Plan for 2015 and beyond.
This plan was approved on April 13, 2015 and has been incorporated into this financial
plan.

Having a documented direction gives all stakeholders a better indication of the direction
that the District is going. A strategic plan increases the efficiency within an organization
as it provides clear direction for Council and staff. It is a guide to follow while also
acting as a reference point when making decisions.

Fire Equipment Reserve:
Currently the District of Sooke has the Fire Protection Capital Reserve Fund Bylaw No.
7,1999. This reserve account is to be funded by general revenue. Fire Rescue

Page 4 of 44


http://en.wikipedia.org/wiki/Organization
http://en.wikipedia.org/wiki/Strategy
http://en.wikipedia.org/wiki/Decision_making

equipment, especially vehicles, are a significant expense for a municipality the size of
the District of Sooke. Two approaches can be taken by an organization to fund the
projected future costs of capital.

Method 1:  As the requirement occurs, tax in that year for the full cost of the
equipment.

Method 2:  Estimate future costs and set aside funds in a ‘savings’ account so
that at the time of the purchase the required funding is available.

Method 1 above, results in significant expense increases on a sporadic basis. In the
year of a large purchase there is a spike in the capital expense which in turn results in a
spike in the revenues required. Taxes would typically increase dramatically in these
years, resulting in a large tax increases periodically.

Method 2 above, allows a ‘smoothing’ of the revenue required to cover the costs
associated with these purchases. Under this scenario, costs are projected over a
period of time and averaged to determine an average annual cost. The average annual
cost then transferred into a savings account. In this situation the savings account is the
Fire Protection Capital Reserve. This method eliminates the periodic tax increases as
the reserve account is funded over a period of time to cover the periodic expenses that
are not consistent year over yeatr.

Method 2 is the recommended policy. During 2015 staff will bring forward a more
detailed capital asset replacement plan for fire equipment. This plan will outline the
necessary annual funding into the savings account, Fire Protection Capital Reserve.
For 2015, $100,000 has been allocated for transfer into the Fire Reserve account.

Policing:

The budgeted increase for the contract with the RCMP reflects increases in the per
officer costs in addition to increases in the accommodation costs. As the RCMP has a
March 31 year end, the 2015 budget numbers are based on RCMP forecast
expenditures for 2013-2014 and budgets for 2014-2015.

Sewer Parcel Tax:

The base parcel tax has been budgeted to stay at the same level as 2014, $515. The
parcel tax amount is subject to review on an annual basis based on the growth in the
Sewer Specified Area in addition to the budgeted expenditures each year.

In 2013, Council approved a $37 increase to the base parcel tax from 2013 to 2017 to
fund the repayment to the General Operating Fund. The sewer fund owed the general
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fund $588,460 for borrowings from 2006 to 2012. At the end of the 5 year repayment
term this additional $37 will be eliminated.

Sewer DCC Reserve and EPCOR Contract:
Council made the policy decision in 2012 to begin using Wastewater DCC'’s to offset the
principal payment on the Sewer debt. This amounts to $295,419 annually.

The decision to use DCC funds to pay for the principal payment on debt that the District
holds for the installation of the sewer system could have been made immediately after
the District incurred the debt, as the project was listed in the DCC Bylaw and funds were
being collected for the purpose of paying for those projects.

The accumulation of DCC funds between 2004 and 2012 was made up of funds that
were collected for the purpose of paying for the Sanitary Sewer DCC Program. The
funds collected can only be used for these projects; therefore, using the DCC funds to
pay for the principal portion of the loan is a fiscally responsible measure to ensure that
these funds are used for the purpose that they were collected. It is in fact not fiscally
responsible to use other funds to pay for a project when the DCC funds are available
and they are solely for the purpose of paying for the project.

Concern has been brought forward that the use of the DCC funds are depleting the
sewer fund ability to cover future expenditures. In fact, the decision by Council in 2012
to begin correctly using the DCC funds to cover the debt principal has allowed the
creation of another reserve account within the sewer fund where all surpluses in the
sewer fund have been deposited since 2013. This reserve account provides the
savings account to help cover and fund future sewer expenditures.

As outlined in the 2015 — 2019 Five Year Financial Plan, the Reserve for Future Sewer
Expenditures is budgeted to grow from $302,526 to $1,397,321. During the same 5
year time frame the DCC fund is budgeted to decrease from $962,144 to $131,014.
While it may appear that this decrease in the DCC Fund is not a good thing it must be
noted again that the purpose of those funds is for the payment of the projects within the
program and no other expenditures within the sewer system.

Given that the DCC funds can only be used for the projects listed in the DCC program
the decision to use the funds for this purpose is a fiscally sound decision. While the
DCC funds may not end up funding as much of the project as originally planned this
does not mean that the funds that are collected shouldn’t be used. As the funds have
been collected for the purpose of paying for these projects, even the complete use of
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the Wastewater DCC Reserve is not a sign of weak financial management or financial
sustainability.

Going forward staff will continue to closely monitor the Wastewater DCC Revenue being
collected and deposited into the DCC reserve account to ensure that adequate funding
is maintained within the sewer fund. Based on current projections, through 2026 when
the sewer debt will be paid off, the DCC fund and the newly created reserve for future
expenditures will adequately fund the principal on the sewer debt and the sewer fund
will not be in a position that it will be borrowing from the general fund.

The District’s contract with EPCOR for operation and maintenance of the District’s
Sewer System expires on September 30, 2016. It is not possible at this time to estimate
the impact this may have on future Sewer Fund expenditures.

Reserve for Future Sewer Expenditures:

All funds generated within the sewer fund must be retained within the fund. In the event
that revenues are higher than expenditures in a given year these funds must be
retained within the fund.

Beginning in 2013, excess funds are transferred into a reserve account to cover future
expenditures. This is a strong fiscal decision and creates a “savings” account for the
sewer fund.

Building Maintenance:

Just like on a vehicle or a home, maintenance is required for the municipal hall.
Maintenance has been neglected in some areas around the municipal hall in previous
years, as outlined by the Occupational Health and Safety Committee. The 2013 budget
included an increase in building maintenance expense to undertake some of the much
needed maintenance around the municipal hall. The increase was continued in 2014
and is again continued in the 2015 budget to ensure that maintenance is regularly
conducted and no longer neglected. If neglected, there may be significant health and
safety issues for staff and members of the public who use the municipal hall.

Professional Development:

Training offers many benefits to both the business and its employees. These can range
from increased efficiency and productivity to increased morale, motivation and job
satisfaction. Training also offers the following benefits:

e It ensures new employees acquire the necessary skills, knowledge, qualities and
qualifications for the job they will be doing.
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« It makes it easier for new employees to reach the level of performance expected of
them by the business.

e Helps to identify the potential of employees which increases the job prospects and
chances of promotion. Training also helps the business to make sure that it has the
right person for the job when promotion opportunities arise.

e Long term costs can be reduced due to factors such as reducing waste and
increasing labor productivity.

« If or when change occurs it helps employees deal with it more effectively and be
more flexible, reducing resistance to change.

« Helps improve the image and reputation of the business because customers will
have more confidence in well trained staff.

In addition to the above benefits to continual training for staff, some members of staff
belong to professional organizations that require that the individual undertake a
minimum number of hours of training in order to maintain that professional designation.
Where the organization requires that the member of staff have the designation, the
organization should also support the staff member’s professional development.

The 2015 budget includes levels that are required for adequate staff training, including
those that require a minimum level of training each year to maintain their professional
designations. Human capital is the most valuable asset many organizations have.
Adequate funding for training and development will increase employee moral, increase
efficiency and increase service to the public.

Plans:

The Financial Plan as presented incudes an annual budget for ‘long-term plans’. The
establishment of operational plans must be done to guide and direct the direction of the
community. They also provide direction to Council and staff along with acting as a
consistent reference point.

While the initial cost to develop the plan is generally the largest there are ongoing costs
to renew, replace and redo the plans. Most plans are current at the time of their
development; however they require updates to remain effective and current. Each of
these stages is another major cost driver.

The District of Sooke, in most cases, does not have the human capital in house to
perform these stages in the life cycle of the plan. Staff always look for ways to minimize
the cost of external consultants, however, many plans require the expertise or time
required of an external consultant to ensure the best end result.
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Inflation:

The 2015 - 2019 Five Year Financial Plan uses a 2% inflation factor. Inflationary
increases are applied to revenues and expenses, except where specific increases or
decreases are known or estimated.

Vancouver Island Regional Library:

Starting in 2012, Council decided to reflect the Vancouver Island Regional Library as a
separate line item on the annual tax notice. While this is a separate line item on the tax
notice, the funding must still be financed by general revenue — primarily taxes.

VIRL has projected significant increases in their budget for the next five years. These
increases have been reflected in this Five Year Financial Plan.

Amortization:

Effective 2009, Local Governments have been required to account for Tangible Capital
Assets under PSAB 3150. Capital assets must also be amortized (depreciated).
Amortization is recorded as an expense on the annual financial statements. Effective
2013, amortization has been included in the budget numbers. Inclusion in the budget
allows better comparability budget to actual on the annual financial statements.

Amortization has a significant effect on the overall budgeted expenses for a number of
the segments (Engineering, Protective, General Government, Sewer). As amortization
is a non-cash expense, a corresponding revenue offset has been included on the
Summary page for both General Fund and Sewer Fund.

In addition, as the inclusion of amortization has significantly increased the total expense
for most segments in the budget, a sub-total before amortization has been included to
allow for better comparison of budgeted cash expenditures when comparing budgets.

Non-Market Change:

Each year, new development in the community increases the property assessment for
the municipality. Increased assessment results in an increase in the tax base. This
“new” tax money is traditionally used in one of two ways, or combination thereof; firstly,
to offset tax increases in the current year, secondly, to increase reserves as a savings
for use in future years.

Non-market change has been factored into this budget based on preliminary Non-
market change values received from BC Assessment.
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In keeping with Strategic Priority #1, Fiscal Responsibility, the 2015 — 2019 Five Year
Financial Plan includes a transfer directly into the Capital Asset Replacement Reserve
of $200,000 of a total $291,000 in projected tax revenues generated through the
increase in assessed value resulting from the Non-market Change.

2. Summary:
The 2015 - 2019 Five Year Financial Plan addresses the short-term priorities of Council

while continuing to address long-term fiscal responsibility. Funding is always a balance
between current needs/wants and saving for future.
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District of Sooke

Financial Plan 2015 - 2019
Adjustments - As at April 13, 2015

Page # 2015 2016 2017 2018 2018
March 2, 2015 Proposed Five Year Financial Plan
Property Tax - Proposed Financial Pian from March 2, 2015 6,337,019 6,825,596 7,331,572 7,648,866 7,978,494
Non-market Change 281,000 100,000 100,000 100,000 100,000
Total Property Taxes (including Non-market change) 6,628,019 6,925,596 7,431,572 7,748,866 8,078,494
% increase per Proposed Five Year Financial Plan March 2, 2015 2.49% 2.98% 5.86% 2.92% 2.96%
Adjustments
1 Council Contingency 14 (22,150} (19,603) (19,045) (18,476) {17,733)
2 Grants - Community Grants 16 {15,000) (15,000) (15,000) {15,000) (15,000)
3 Long-term Plans 16 (30,000} (39,6800) (54,192) (53,776) (53,351)
4 Regional Crime Unit 18 (43,869) {44,746) (45,641) {46,554) (47,485)
5 Development Services Salaries 23 (38,500) (38,270} (40,055) {40,857) (41,674)
6 Seasonal Adornment 24 10,000
7 Transfer to Capital Asset Replacement Reserve - Non-market change revenue 25 {33,500}
8 Building Inspection Salaries 22 (38,500) (39,270) (40,055) (40,857) (41,674)
8 Consulting 22 10,000
10 Transfer to Future Policing Cost reserve 25 43,869 44,746 45,641 46,554 47,485
11 Annual Grants 16 (3,358) (6.784) (8,475) (8,666)
12 Contract with RCMP 18 29,172 121,266 123,691 126,165
13 Boat Launch repair 22 4,000
14 Transfer from Reserves (Revenue Smoothing Reserve) (57,500}
Amended Property Tax 6,183,369 6,641,167 7,277,706 7,595,117 7,926,562
Non-market Change 291,000 100,000 100,000 100,000 100,000
Total Property Taxes (including Non-market change) 6,474,369 6,741,167 7,377,706 7,685,117 8,026,562
Amended % increase 0.00% 2.58% 7.96% 2.95% 3.01%
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Expenditures (function)
General Government
Protective services
Engineering

Development Services
Sewer operations

Sewer debt
Recreation/Culture

Debt Servicing

Total operating expenditures

Capital expenditures
Total proceeds that must be transferred to reserves
Transfer to reserves

Total expenditures

Revenues {source)
Net taxes available for municipal purposes
Sales and user fees
Government transfers and grants
Investment income
Penalties and fines
Licenses and permits
Lease and rental
Donations and contributions
Sewer operating revenue
Developer cost charges
Casino revenue sharing

Transfers from Reserves
For Operations
For Capital

Transfers from unailocated surplus
Transfer from unallocated surplus
Transfer from allocated surplus

Offset for amortization

Total Revenues without Taxes

Tax revenue from Non-market Change
Total Revenues

Property Taxes

% increase in property taxes

Total Property Taxes (including Non-market change)

District of Sooke

Financial Plan 2015 - 2019
Consolidated - Summary

2015 2016 2017 2018 2019
2,361,289 2,518,711 2,566,713 2,621,750 2,653,835
3,111,579 3,253,888 3,431,757 3,504,583 3,571,152
2,769,253 2,802,157 2,866,445 2,912,252 2,977,895

720,322 541,863 501,912 501,619 531,269
2,034,391 2,054,005 1,992,167 1,974,336 2,033,419
685,359 685,359 685,359 685,359 685,359
399,035 396,816 404,752 412,848 421,104
137,359 136,037 134,715 48,615 48,615

12,218,587 12,388,836 12,583,821 12,661,362 12,922,650
4,910,834 2,949,122 1,485,920 2,603,252 3,112,579
1,091,000 1,067,250 1,088,488 1,127,753 1,159,588

741,553 674,606 748,914 868,652 832,628
18,961,974 17,079,814 15,907,142 17,261,018 18,027,444
238,971 243,750 248,625 253,598 258,670
81,557 82,966 84,525 86,116 87,738
900,126 918,128 928,392 938,861 949,539
100,000 102,000 104,040 106,121 108,243
215,000 219,300 223,686 228,160 232,723
477,562 496,293 515,864 536,313 557,685
54,000 55,080 56,182 57,305 58,451
2,426,671 2,452,374 2,438,717 2,428,159 2,424,612
275,000 288,750 303,188 318,347 334,264
250,000 255,000 260,100 265,302 270,608
5,018,886 5,113,641 5,163,318 5,218,281 5,282,533
5,000 57,500 22,000 - -
4,196,588 2,342,222 690,520 1,707,452 2,025,378
4,201,588 2,399,722 712,520 1,707,452 2,025,378
312,037 152,937 - - .
132,057 134,698 65,198 - -
444,994 287,635 65,198 . -
334,247 - - - -
2,487,890 2,537,648 2,588,401 2,640,169 2,692,972
12,487,605 10,338,646 8,529,436 9,565,901 10,000,883
291,000 100,000 100,000 100,000 100,000

18,961,974 17,079,814 15,907,142 17,261,018 18,027,444

6,183,369 6,641,167 7.277,706 7,595,117 7,926,561
0.00% 2.58% 7.96% 2.95% 3.01%
$6,474,369 $6,741,167 $7,377,706  $7,695,117 $8,026,561
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District of Sooke
Financial Plan 2015 - 2019
General Fund - Summary

2015 2016 2017 2018 2019
Expenditures (function)
General Government 2,361,289 2,518,711 2,566,713 2,621,750 2,653,835
Protective services 3,111,579 3,253,888 3,431,757 3,504,583 3,571,152
Engineering 2,769,253 2,802,157 2,866,445 2,912,252 2,977,895
Development Services 720,322 541,863 501,912 501,619 531,269
Recreation/Culture 398,035 396,816 404,752 412,848 421,104
Debt Servicing 137,359 136,037 134,715 48,615 48,615
Total operating expenditures 9,498,837 9,649,472 9,906,294 10,001,667 10,203,872
Capital expenditures 4,910,834 2,949,122 1,485,920 2,603,252 3,112,579
Total proceeds that must be transferred to reserves 1,091,000 1,067,250 1,088,488 1,127,753 1,159,588
Transfer to reserves 565,808 483,435 500,039 602,789 619,487
Total expenditures $16,066,479  $14,149,278  $12,980,740 $14,335,461 $15,095,525
Revenues (source)
Net taxes available for municipal purposes 238,971 243,750 248,625 253,598 258,670
Sales and user fees 81,557 82,966 84,525 86,116 87,738
Government transfers and grants 900,126 918,128 928,392 938,861 949,539
Investment income 100,000 102,000 104,040 106,121 108,243
Penalties and fines 215,000 219,300 223,686 228,160 232,723
Licenses and permits 477,562 496,293 515,864 536,313 557,685
Lease and rental 54,000 55,080 56,182 57,305 58,451
Donations and contributions - - - - -
Developer cost charges 275,000 288,750 303,188 318,347 334,264
Casino revenue sharing 250,000 255,000 260,100 265,302 270,608
2,592,215 2,661,267 2,724,601 2,790,122 2,857,922
Transfers from Reserves
For Operations 5,000 57,500 22,000 - -
For Capital 4,196,588 2,342,222 690,520 1,707,452 2,025,378
4,201,588 2,399,722 712,520 1,707,452 2,025,378
Transfers from unallocated surplus 312,937 152,937 - - -
Transfer from unallocated surplus (Sewer Deficit Repay 132,057 134,698 65,198 - -
444 994 287,635 65,198 - -
Transfer from allocated surplus 334,247 - - - -
Offset for amortization 2,021,081 2,061,503 2,102,733 2,144,787 2,187,683
Total Revenues without Taxes 9,594,125 7,410,127 5,605,051 6,642,361 7,070,983
Tax revenue from Non-market Change 291,000 100,000 100,000 100,000 100,000
Total Revenues 16,066,479 14,149,278 12,980,740 14,335,461 15,095,525
Property Taxes 6,181,354 6,639,151 7,275,689 7,593,099 7,924,543
% increase in property taxes 0.00% 2.58% 7.96% 2.95% 3.01%
Total Property Taxes (including Non-market Change) $6,472,354 $6,739,151 $7,375,689 $7,693,099 $8,024,543
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