District of Sooke

2014 — 2018 Five Year Financial Plan

Adopted by Council on April 28, 2014
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1. Executive Summary:

Council approved their 2013 — 2014 Corporate Strategic Plan on April 22, 2013. These
priorities have been the primary guidance for the 2014 — 2018 Five Year Financial Plan.

In the 2013 — 2014 Corporate Strategic Plan, Council identified four strategic priorities:

Fiscal Responsibility
Town Centre

Economic Revitalization
Community Planning
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The 2014 budget integrates each of these priorities.

a. Fiscal Responsibility:
The District will strive 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.

Both objectives under this section have been met with this budget. In the short-term,
the target tax increase for 2014 is 2.00% or less, this has been achieved. Addressing
the long-term contributions towards capital infrastructure needs, there is an additional
$118,000 budgeted to be transferred into the Capital Asset Replacement Reserve. This
is above and beyond the minimum required by bylaw.

b. Town Centre:
The Town Centre is a significant priority of Council. The District is striving towards
making the Town Centre a vibrant, clean and well-maintained node. 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.

Council has asked staff to bring forward projects that would help achieve the long-term
goal of improving the downtown area. Some of these projects were started in 2013,
land purchases, Church Road Multi-use Trail, design of the first phase of the Connector.
Others are included in the 2014 — 2018 Proposed Financial Plan. Included in 2014 of
the Proposed Financial Plan are the following projects:
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1. Construction of the first phase of the Connector (Church Road to Otter Point).
Completion of the design of the second phase of the Connector (Phillips to
Charters Rd).

Continued funding for Road and Sidewalk Improvement Program.

Sooke Road Roundabout

Downtown Art Bench

Transit Stop Improvements

N
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Projects included in 2015 — 2018 include:
1. Construction of the second phase of the Connector (Phillips to Charters Rd)
2. Continued Funding for Road and Sidewalk Improvement Program

c. Economic Revitalization:
The District will strive towards developing appropriate mechanisms to facilitate and
promote long-term community economic prosperity and resiliency.

The Mayor’s Advisory Panels and Promote Sooke Task force was created in 2013 and
there continues to be funding going forward.

d. Community Planning
The District will strive towards clarifying, simplifying and streamlining planning
processes and instruments, which will respond to, enable and support 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 2014 and years
to follow.

The 2014 budget has $50,000 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
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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 early 2013, Council established the 2013 — 2014 Corporate Strategic Plan. This
document guides many of the budget decisions included in the 2014 — 2018 Proposed
Financial Plan.

As the current strategic plan covers 2014, there is no budget allocated to development
of the strategic plan in 2014, however, there is a budget allocated to this in 2015 as the
current plan will have expired. 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. Itis
a guide to follow while also acting as a reference point when making decisions.

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 2014 budget numbers are based on RCMP forecast
expenditures for 2013-2014 and budgets for 2014-2015.

In addition to the above increase to RCMP costs, the 2014 budget includes the funding
for the fourth public servant to work in the RCMP detachment as approved by Council in
October 2013.

Sewer Parcel Tax:

The base parcel tax has been budgeted to stay at the same level as 2013, $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
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. Based on
the expected DCC revenues for 2014 — 2018 these drawdowns will significantly
decrease the balance in the Wastewater DCC Reserve. This depletion of the reserve
may have an impact on future Sewer Parcel Taxes and Sewer Generation Charges.

Page 4 of 42



Some of this effect is offset by the establishment of the Reserve for Future Sewer
Expenditures as discussed below.

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.

As a result of Council’s decision, discussed above, to use funds from the Wastewater
DCC reserve to offset the principal payment on the sewer debt, budgeted revenues are
higher than budgeted expenditures within the sewer fund. Beginning in 2013, these
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 is continued in the 2014
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.

o It makes it easier for new employees to reach the level of performance expected of
them by the business.

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

e 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 2014 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 proposed 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.

Inflation:

The Proposed 2014 — 2018 Five Year Financial Plan uses a 2% inflation factor for
expenses. 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.
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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. The District
of Sooke has not budgeted for amortization in past years. This has not been incorrect
as amortization is a non-cash item and budgeting has traditionally been on a cash
basis. While this isn’t incorrect, it resulted in no comparability of budget and actual
expenses reported on the financial statements. Effective 2013, amortization has been
included in the budget numbers. Inclusion in the budget will allow 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 proposed budget based on preliminary
Non-market change values received from BC Assessment.

2. Summary:

The Proposed 2014 — 2018 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 2014 - 2018
Adjustments - As at April 28, 2014

Page # 2014 2015 20186 2017 2018
Property Tax - Proposed Financial Plan from November 25, 2013 6,595,008 6,872,846 7,213,280 7,563,119 7,814,764
Non-market Change 100,000 160,000 160,000 160,000 160,000
Total 6,695,008 7,032,846 7,373,280 7.723,119 7,974,764
Adjustments
1 Annual Lease Payments 23 (1.322) {2,644} (2,644)
2 Vancouver island Regionai Library 22 (482,207) (524,112) (659,594) {597,255) {597,255}
3 Road Maintenance Contract 18 6,600 6,732 6,867 7,004 7,144
4 Traffic Control Devices 19 (6,600) (6,732) (6,867) (7,004) (7.144)
5 Honorarium 17 25,500 26,010 26,531 27,062
6 Grant Road Connector {Phillips to Charters) 26, 27 {29,250) (119,250}
7 Road and Sidewalk Improvement Program 25,27-29 46,073 (100,000) 100,000 {100,000}
8 Church Road Widening 28 (300,000)
9 Murray Rd - Horne Stormwater System 29 (200,000)
10 Engineering Operations - Salaries 19 (122,441) (157,980) (161,141} (164,364)
11 Engineering Operations - Benefits 19 (19,359} (24,602) (25,364) {25,706)
12 Tranfer into Capital Asset Replacement Reserve 23 16,000 10,000 15,000 (36,500)
13 Building Permit Fees 32 (7.804) (16,157) (25,093)
14 Mapie Ave/Hwy 14 intersection Signatization 28 (146,250)
15 Rainwater Management 28 50,000
16 Street Light Installation Program 29 12,000
17 Seniors/Youth Centre 25-29 50,000 50,000 50,000 50,000 50,000
18 DCC Road Reserve 23 323,925 335,921 352,717 370,353 357,967
19 Community Grants 13 (10,000) (10,000} (10,000} (10,000) (10,000}
20 Council Contingency 11 150 303 459 619
21 Disposal of Assets 30 (35,000)
22 Transfer into Fire Equipment Reserve 22 35,000
23 Conference Centre Bookings 20 15,750 59,250
24 Parks Enhancement Program 27 (20,000)
24 Offset for changes that have no tax impact {(373,925) (385,921) (402,717} (420,353) (407,967)
25 Transfers from unailocated surplus g, 10 (106,035) (102,937) (102,937) 50,000 50,000
26 Interest income 31 22,000 22,440 22,889 23,346 23,812
27 Interest income 31 (27,500} (28,050) (28,611) (29,184) (29,768)
28 SRTA 13 3,000 3,000 3,000 3,000 3,000
29 Historical Society 13 808 808 808 808 808
30 Penny Payroil 25 438
31 Transfer into SPA Reserve 22 235 486
32 Contractor/Approving Officer 19 72,000 72,000 72,000 72,000
33 Sooke Region Community Heatth Iniative 17,500 17,500 17,500 17,500 17,500
34 Mayor's Advisory Panels (7,500) (7,650) (7,803) (7,959) (8,118)
Amended Property Tax 6,183,335 6,330,445 6,445,137 6,786,044 6,982,603
% increase per Proposed Five Year Financiat Plan 2.00% 4.21% 4.95% 4.85% 3.33%
Amended % increase 0.21% 2.38% 1.81% 5.29% 2.90%
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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 unallocated surplus
Transfer from unallocated surplus

Tax revenue from Non-market Change
Transfer from allocated surplus

Offset for amortization

Total Revenues without Taxes

Total Revenues

Property Taxes

% increase in property taxes

Total Property Taxes (including Non-market change)

District of Sooke
Financial Plan 2014 - 2018
Consolidated - Summary

2014 2015 2016 2017 2018
2,329,546 2,350,056 2,459,465 2,615,258 2,525,203
2,978,023 3,075,347 3,163,284 3,224,719 3,287,128
2,722,620 2,779,414 2,844,925 2,900,893 2,956,721

798,845 834,138 657,940 622,255 623,859
2,169,289 2,252,331 2,213,374 2,190,535 2,177,465
685,359 685,359 685,359 685,359 685,359
433,930 442,608 451,460 460,490 469,699
140,135 137,359 136,037 134,715 48,615
12,257,748 12,656,613 12,611,844 12,734,222 12,774,049
4,450,860 1,689,036 2,619,655 753,420 940,000
798,390 828,258 856,394 871,830 905,098
356,376 311,939 332,338 347,979 443,245
17,863,373 15,385,846 16,420,232 14,707,451 15,062,392
336,920 343,658 350,531 357,542 364,693
110,683 77,097 78,416 79,885 81,383
619,871 719,269 725,715 732,289 738,995
80,000 81,600 83,232 84,897 86,595
194,146 198,029 201,990 206,030 210,150
421,549 429,980 446,383 463,508 481,391
57,166 57,866 58,580 59,308 60,051
2,396,992 2,470,881 2,422,589 2,390,226 2,367,442
210,000 224,700 235,935 247,732 260,118
270,504 275,914 281,432 287,061 292,802
4,697,832 4,878,996 4,884,803 4,908,477 4,943,620
67,204 5,000 - 22,000 -
3,934,443 1,397,637 2,264,105 339,120 496,000
4,001,647 1,402,637 2,264,105 361,120 496,000
156,035 152,937 152,937 - -
130,336 132,943 135,602 63,409 -
286,371 285,880 288,539 63,409 -
89,215 160,000 160,000 160,000 160,000
255,081 - - - -
2,439,108 2,487,890 2,637,648 2,588,401 2,640,169
11,769,254 9,215,402 10,135,095 8,081,407 8,239,789
17,863,373 15,385,846 16,420,232 14,707,451 15,062,392
6,094,120 6,170,445 6,285,137 6,626,044 6,822,603
0.21% 2.38% 1.81% 5.29% 2.90%
$6,183,335 $6,330,445 $6,445,137 $6,786,044  $6,982,603
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District of Sooke
Financial Plan 2014 - 2018
General Fund - Summary

2014 2015 2016 2017 2018
Expenditures (function)
General Government 2,329,546 2,350,056 2,459,465 2,515,258 2,525,203
Protective services 2,978,023 3,075,347 3,163,284 3,224,719 3,287,128
Engineering 2,722,620 2,779,414 2,844,925 2,900,893 2,956,721
Development Services 798,845 834,138 657,940 622,255 623,859
Sewer operations
Sewer debt
Recreation/Culture 433,930 442,608 451,460 460,490 469,699
Debt Servicing 140,135 137,359 136,037 134,715 48,615
Total operating expenditures 9,403,100 9,618,923 9,713,111 9,858,328 9,911,225
Capital expenditures 4,450,860 1,689,036 2,619,655 753,420 940,000
Total proceeds that must be transferred to reserves 798,390 828,258 856,394 871,830 905,098
Transfer to reserves 356,376 311,939 332,338 347,979 443,245
Total expenditures $15,008,725  $12,448,156  $13,521,498  $11,831,557 $12,199,568
Revenues (source)
Net taxes available for municipal purposes 336,920 343,658 350,531 357,542 364,693
Sales and user fees 110,683 77,097 78,416 79,885 81,383
Government transfers and grants 619,871 719,269 725,715 732,289 738,995
Investment income 80,000 81,600 83,232 84,897 86,595
Penaities and fines 194,146 198,029 201,990 206,030 210,150
Licenses and permits 421,549 429,980 446,383 463,508 481,391
Lease and rental 57,166 57,866 58,580 59,308 60,051
Donations and contributions - - - - -
Sewer operating revenue
Developer cost charges 210,000 224,700 235,935 247,732 260,118
Casino revenue sharing 270,504 275,914 281,432 287,061 292,802
2,300,840 2,408,114 2,462,215 2,518,252 2,576,178
Transfers from Reserves
For Operations 67,204 5,000 - 22,000 -
For Capital 3,934,443 1,397,637 2,264,105 339,120 496,000
4,001,647 1,402,637 2,264,105 361,120 486,000
Transfers from unallocated surplus 156,035 152,937 152,937 - -
Transfer from unallocated surplus (Sewer Deficit Repayment) 130,336 132,943 135,602 63,409 -
286,371 285,880 288,539 63,409 -
Tax revenue from Non-market Change 100,000 160,000 160,000 160,000 160,000
Transfer from allocated surplus 255,081 - - - -
Offset for amortization 1,981,452 2,021,081 2,061,503 2,102,733 2,144,787
Total Revenues without Taxes 8,925,391 6,277,711 7,236,361 5,205,513 5,376,965
Total Revenues 15,008,725 12,448,156 13,521,498 11,831,557 12,199,568
Property Taxes 6,083,335 6,170,445 6,285,137 6,626,044 6,822,602
% increase in property taxes 0.21% 2.38% 1.81% 5.29% 2.90%
Total Property Taxes (including Non-market Change) $6,183,335 $6,330,445 $6,445,137 $6,786,044 $6,982,602
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