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RECOMMENDATIONS:
It is recommended that Council formally adopt the policy statements of the
Strategic Financial Plan (Appendix 1) and direct staff to include them in a
Policy and Procedure for Operating and Capital Budgets By-law update to be
presented to Council by September 2013 and that these policy statements be
integrated, as appropriate, into the development of future Municipal budgets.
BACKGROUND:
On May 15, 2012 BMA Consultants Inc. (BMA) presented their Financial
Condition Assessment of Port Hope to the Strategic Financial Plan (SFP)
Working Group. The report presented: growth and socio-economic indicators;
reserve and debt indicators; and financial position and cost of service
indicators. Based on these findings, BMA prepared a SWOT analysis and,
using information provided by staff, compiled a 10-year budget forecast and
presented this information along with highlights of the financial condition
assessment at a Council/Staff strategic financial planning session on June 12,
2012. The presentation outlined financial challenges facing the Municipality
and in consideration of these challenges, Council agreed upon various financial
policy statements (Appendix 1) and identified priorities for longer-term capital
programs. BMA considered these capital priorities and financial policies in
their efforts to develop financial model options for Council consideration. Four
models were developed and are included in a SFP document as follows:
Base Model Forecast represents an estimation of the tax levy requirement each
year for the next ten years based on the current revenue and expenditure levels
adjusted for: inflation; known items such as the reduction in the Ontario
Municipal Partnership Fund (OMPF) grant; and phasing out reliance on LLRW
interest to offset the tax levy, and assumed items based on project approvals to
date (e.g. construction of a new police station, Jack Burger Complex
revitalization). This model does not address any other or new services/facilities
identified in master plans and the capital budget. It represents a status quo
forecast. This model forecasts tax levy increases of 6.4% and 7.4% in 2013 and
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2014 respectively after which tax levy increases are estimated to be
approximately 3% - 4% for the remaining eight years of the projection. Based
on the current capital projections, this model would result in a $16.4 million
shortfall in capital funding.
Model 1 Forecast indicates the impact on the operating and capital budgets if a
maximum 2% tax levy increase (excluding County and Education) were
implemented. This level of increase is consistent with the maximum increase
Council has approved in the past few years and with recent CPI levels. In order
to keep the tax increases to 2%, BMA identified various actions that would
need to be taken including annual program efficiencies and reductions starting
at $116,000 in 2013 and increasing to $1.9 million by 2022, continued reliance
on LLRW interest to reduce net levy, elimination of all tax levy funding from
capital and no new debt (as identified in the base model for the Jack Burger
Complex and the new police station). This approach would result in a $32.8
million shortfall in capital funding over the 10 years of the plan.
Model 2 Forecast represents an approach whereby the annual tax levy increase
limit (excluding County and Education) would be established at 3.5%.
Similarly to Model 1, cost reductions would be required to maintain the level of
taxation however they would range from $100,000 to $128,000. The model
includes an increase in user charges (directly or via a surcharge) with the
increase in revenue set aside for capital initiatives. It can also accommodate
some debt payments suggesting the Municipality could borrow to fund major
infrastructure projects like the Jack Burger Complex or the police station.
Lastly, reliance on the LLRW interest to reduce the levy could be phased out
within this model and the interest redirected to capital reserves to fund future
capital works. In this model there would be a $25.7 million shortfall in capital
funding over the 10 years of the plan.
Model 3 Forecast provides a representation of the impact of a 5% levy increase
(excluding County and Education) over the next 10 years. This approach
includes three main strategies including increased tax funding for capital,
using debt within policy limits to fund capital and implementing increases in
revenues as in Model 2 with the revenue being set aside in a capital reserve for
future replacement/refurbishment of recreation infrastructure. Also like in
Model 2, reliance on the LLRW interest could be phased out. This approach
results in a $1.0 million shortfall in capital funding over the 10 years of the
plan.
The models presented and the strategies within each model are not the only
options available, however they do provide a representation of the impact of
various approaches. Council could choose a different model that incorporates
any combination of the strategies identified in the SFP or additional strategies
that have not yet been identified.
Information presented in the SFP characterizes the impact on the Municipal
portion (excluding County and Education) of the tax ley only. In addition to any
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impact at the Municipal level, property owners will also potentially be subject
to increases at the County and Board of Education level. The County has
indicated their long-term plan projects consistent 2.5% levy increases through
2021. The Province has not given an indication of the direction of its tax rate.
BMA presented the SFP document to the Working Group on October 18, 2012.
During this meeting the Working Group agreed there would be value in
convening a Citizen Focus Group to provide input to the SFP via a workshop
with BMA and the Working Group. The focus group workshop was held on
November 26, 2012 with nine citizens in attendance.
BMA presented the SFP document to the Focus Group and they provided
positive feedback to BMA and the Working Group regarding the work done to
date and the presentation of the material. The consensus of the Focus Group
was that the policy statements outlined in the SFP seemed appropriate as
guiding principles for the Municipality. With that consensus, the Working
Group recommended that the policies be presented to Committee of the Whole
with a recommendation that they be used in the development of the 2013
Capital and Operating Budgets. It is recognized that some of the policies will
require many years to achieve full implementation and there will need to be
some flexibility in their implementation as competing demands arise over the
years. It was felt, however, that it was important to acknowledge and address
them to whatever degree possible within the 2013 Budget process. The policies
were presented in a report to Committee of the Whole on December 11, 2013
and approved on December 18, 2013 for use, as appropriate, in development of
the 2013 Budget.
Further comments from the Focus Group centered primarily on how to
communicate the findings and the plan to the community. Based on the
discussion with the Focus Group, the Working Group suggested a two stage
public consultation process comprised of a further targeted focus group session
in the afternoon followed by a public open house in the evening. These
sessions were held on January 24, 2013 and the SFP was made available for
public comment in accordance with the public consultation policy with
comments received through February 12, 2013.
The first focus group consisted of nine members of the public. In addition to
members of the first focus group, the second focus group saw an additional 48
residents invited of which eight were able to attend. This group received a
presentation similar to the original focus group and participated in valuable
discussion of the SFP and the challenges it identifies.
The open house was unfortunately only attended by five residents of which two
were part of the original focus group. A representative from BMA and staff
were available to answer questions and provide info to the attendees.
On February 5, 2013 staff provided an overview presentation of the SFP to the
Parks, Recreation and Culture Advisory Committee. The Committee considered
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the presentation, asked questions of staff and has submitted a consolidated
position on the SFP as part of the public comments.
Public Comments
The SFP was available at Municipal facilities and on the website for public
review and comment from January 25, 2013 through February 12, 2013. Six
comments were received. They are summarized below and attached in detail.
Gord Walter – remarks that in his opinion borrowing for capital limits financial
control options in the future and that consideration needs to be given to the
actual need for projects and ensuring projects do not exceed resources. He
also comments that for the financial plan to work it will need to be effectively
monitored.
Paul Evans – comments that Council will face the challenge of communicating
the hard choices in terms that are understandable. He indicates that the hard
choices will include increased fees and taxes as well as spending and service
reductions. Mr. Evans also comments on the challenge of controlling salary
and benefit costs and ensuring consideration is given overall to what is
affordable.
John Cullen – expressing concern about how the plan will be implemented and
that he feels the plan focuses on raising taxes with little consideration of how
to reduce expenses and reconsidering the extent of capital spending on
expansion type projects. Mr. Cullen expressed his concern of the cost of
salaries and benefits.
Marc Vermeire - provides comments that suggest undertaking what is in
essence the Asset Management Plan process that the Municipality is
completing in 2013, however he suggests that staff should be able to complete
the analysis without a consultant. He provides an interpretation of the draft
2013 Budget with suggesting it is decreasing planning and increasing funds for
finance and administration, however the budget document explains the net
decrease in Planning is the result of increased revenue estimates based on
historical revenues and transfer of legal costs from Planning to Administration.
Mr. Vermeire summarizes that in his opinion increasing taxes is not warranted
and that focus needs to be on why more funding is needed.
Pat Bryan –comments that the plan makes sense.
Parks, Recreation and Culture Advisory Committee - indicated that it supports
the increase of user fees to include a capital component, however is not
supportive of that increase in the form of a surcharge.
Gerald Blackstock – indicates that overall the SFP seems prudent and
conservative and raises hard questions before any crisis emerges.
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Generally, the comments received focus on finding the right way to increase
revenues with a strong focus on managing and controlling expenses, both
operating and capital.
Summary
Significant work has gone into identifying the financial challenges the
Municipality currently faces and will face over the next ten years and beyond.
The Base Model forecast outlines the financial pressures associated with the
current service levels, existing infrastructure maintenance and implementation
of Council adopted master plans. Models 1, 2 and 3 identify options (cost
reductions through efficiencies and service level adjustments, increased
revenues through user fees or surcharges) that Council can consider in the
future to balance the requirements of the Municipality with the tax capacity of
the property owners.
Council has adopted, in draft, financial policy statements that establish
guidelines within which the Municipality will operate and which will serve to
support achieving sustainability.
It is recommended that these policy
statements be formally adopted and consolidated into a revised Budget Policy
document and applied as deemed appropriate by Council. Implementation of
these policy statements will require difficult decisions regarding levels of
services, fee increases and ultimately tax levels, however, this approach does
not require selection of one of the models presented or development of a model
that represents a “target” tax levy increase. The policy statements do not
reflect any particular model but rather represent principles that Council can
apply, as appropriate, in setting Municipal budgets in the future.
CONCLUSION:
The Municipality of Port Hope, like other municipalities in Ontario, provides
programs and services within a very limited funding framework. Financial
planning and prioritization is critical to ensure ongoing sustainability. The SFP
reviews the challenges and risks faced by the Municipality and provides options
Council can consider to address existing and anticipated future challenges.
Adoption of the policy statements will provide a framework to assist the
Municipality in preparing for these challenges.
The recommendations of this report are consistent with the Corporate Strategic
Plan Operating Principles of accountability and innovation and the Strategic
Priority of sustainability.
Original Signed by:

Liz Araujo, CGA
Director of Finance
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Municipality of Port Hope
Strategic Financial Plan Policy Statements
The following represent the policy statements included in the Strategic
Financial Plan.
1.

The Municipality will maintain all infrastructure in a state of good
repair by implementing life cycle costing and providing annual
contributions to the Capital Reserves to fund the renewal of assets
based on a rate which reflects the consumption of that asset by
current taxpayers.
2. Capital Reserves will be used to fund the replacement or
refurbishment of existing assets.
3. Contributions to the Capital Reserves will be funded through
calculated annual contributions from the Operating Budget based on
capital replacement costs. As new assets are constructed,
contributions to Capital Reserves for their replacement will be made.
If the new assets are funded through debt, annual contributions to
the Capital Reserve will be made once the debt repayments have been
completed or as the serial debenture payment reduces. Based on
affordability considerations, a phase-in strategy will be developed for
inclusion in the annual preparation of the Operating and Capital
Budgets.
4. A business case will be prepared for new capital initiatives including
operating cost implications which will include a cost benefit analysis
that incorporate sustainability principles and identifies alignment
with the corporate strategies priorities.
5. Any new assets that are internally financed from the Capital Reserves
will repay the appropriate reserve, including interest, from future
operating budgets over the life of the asset.
6. A 5-10 year Capital Budget will be annually presented to Council,
including anticipated funding sources, reserves and debt forecasts.
7. Advanced techniques, improved technologies, better materials and
best practices will be incorporated in all infrastructure programs.
8. The Municipality will maintain one consolidated Stabilization Reserve
which will only be used for extraordinary or one-time expenditures
including previous years’ operating deficits.
9. The target balance for the consolidated Tax Stabilization Reserve will
be set at 4.5%-6% of the Municipality’s tax own source revenues
(taking into account the LLRW Fund).
10. A financial plan will be prepared for each of the Corporate Reserves to
ensure that there are adequate funds available to meet the underlying
liabilities. The plans will be reviewed annually in conjunction with the
budget process.
11. Tax Debt Charges as a percentage of Tax Own Source Revenues will
not exceed 10%.
12. Long term debt financing will be restricted to specific project types:
Strategic Financial Plan Policies
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a.
b.
c.

13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

23.

24.
25.

Increased/new services to residents for new initiatives
New, non-recurring infrastructure requirements
Projects which are supported by a business plan that show
revenues will cover capital and interest costs
d. Projects where the cost of deferring expenditures exceeds debt
servicing costs
e. Project costs not recovered from Development Charges
f.
Projects tied to third party matching funding
Note: These restrictions may have to be phased in to meet short term
budget challenges.
The length of the term of debt will not exceed the useful life of the
underlying asset.
The Municipality will monitor and report on all forms of debt
annually.
The Municipality will maintain a Strategic Financial Plan to assess the
long-term financial implications of current and proposed policies.
The Operating and Capital Budgets will be aligned with the
Municipality’s Strategic Financial Plan.
Financial trends will be monitored closely through the use of key
financial indicators which will be reported to Council on an annual
basis as part of the budget and financial planning process.
Program and service reviews will continue to be undertaken to ensure
that they are provided in an efficient and cost effective manner and
meet the needs and priorities of the community.
Service levels will be defined and will be included in departmental
business plans and budgets.
The Municipality will evaluate and monitor new initiatives, budget
results, and resource allocation, through the use of a mixture of
output, outcome, and efficiency measures.
Efficiency gains will be directed to fund the infrastructure funding
gap.
User fees will be considered by the Municipality where:
a. There is a clear relationship between the fees paid by users and
the benefits received by the user.
b. A member of the public has a choice as to the extent to which
he/she uses the service.
c. It is administratively feasible to collect the charge at a reasonable
cost (e.g. the administrative cost to charge a user fee is high).
d. The benefits can be quantified and attributed to the user.
The Municipality will review and update user fees annually taking into
consideration the increase in all costs (direct and indirect), the
current “market” situation, and minimizing the negative impacts to
the public that would result in not limiting access to the service.
A comprehensive user fee review will be undertaken a minimum of
every five years, or earlier, as required to reflect changes in the cost of
service, demand for service or service offerings.
The Municipality will follow an aggressive, consistent, but sensitive to
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the circumstances policy of collecting revenues with a collection policy
goal for outstanding taxes receivable to be no more than 10% of taxes
levied.
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Management Consulting Inc.
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Strategic Financial Plan (SFP)—Introduc on
Strategic Financial Plan Introduc on
What is a Strategic Financial Plan (SFP)?
The Municipality of Port Hope, like other municipalities in Ontario,
has to fund programs and services it provides within a limited
funding framework.
Port Hope must address rising costs,
increased service responsibilities as a result of changing
demographics and aging infrastructure with relatively flat revenue
streams and limited ability to modify the services it provides. As
such, financial planning and prioritization becomes critical to
ensure the ongoing sustainability of the municipality.

The goal is to ensure that the Municipality is in a sound financial
position and can finance services to the public on a sustainable
basis.
basis
Building Blocks to Create the Strategic Financial Plan
Port Hope has a long history of financial planning and
management. This includes a number of key reports and strategic
plans that have been used to guide the development of the SFP.
The key building blocks used to create the Municipality’s SFP
include:


The Municipality of Port Hope continues to take a proactive
approach by assessing financial implications of current and
proposed strategic directions and priorities through the
development of a Strategic Financial Plan (SFP). The SFP
includes strategies, principles and policies to guide financial
decision-making as well as a 10-year financial projection. The
purpose of the SFP is to measure the Municipality’s capacity to
meet operating needs as well as to implement the strategic
priorities of Council. It creates a purposeful approach to long-term
financial management and helps align short term actions with long
term financial strategies.

Corporate Strategic Plan—The Municipality’s Strategic Plan
is instrumental in guiding Port Hope’s programs and services,
today and in the future. The Strategic Plan was updated in
2012. The Strategic Plan is based on the following Operating
Principles:

Operating Principles
Transparency, Accountability & Integrity
Responsiveness & Participation
Collaboration and Cooperation

The SFP discusses the current challenges and risks and provides
a financial forecast, consistent with the strategic direction of the
Municipality.

Innovative
Public and Corporate Safety
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The following summarizes the five corporate strategic
priorities which have been taken into consideration in the
development of the SFP.



Financial Policies—The Municipality has a number of
financial policies which set the course for future financial
decision-making. In keeping with the Municipality’s ongoing
commitment to continuous improvement and to be responsive
to new challenges, the SFP includes updates to some
financial policies. The SFP includes specific policies and
targets to govern debt, reserves, capital, operating surpluses,
asset management, budgeting and other financial decisions.



Multi-Year Budgeting—The Municipality has been preparing
a multi-year capital budget for a number of years which
identifies and incorporates future planned capital requirements
as well how capital will be financed over the next 10 years.
This provided an excellent foundation upon which to develop
the SFP and is reflective of a forward-looking Municipality.



Financial (Health) Condition Assessment—In order to set
the stage for the SFP, the Municipality also reviewed its
historical financial trends to ensure that the strengths
weaknesses, opportunities and potential threats were
identified. This helped to determine whether the Municipality
can sustain current practices based on the underlying financial
and environmental factors.
The financial condition
assessment provided a useful starting point upon which to
commence the development of the SFP. A summary of the
findings has been incorporated into the next section of the
SFP.

Ensuring that the Port Hope Area Initiative project meets the specific
needs of Port Hope
Implementing the waterfront plan
Investing in our infrastructure
Reviewing the delivery of municipal services, including
policing
Promoting economic and tourism development

As shown above, Port Hope’s corporate strategic priorities
include initiatives such as the Port Hope Area Initiatives,
implementing the waterfront plan, promoting economic
development as well as maintaining infrastructure and
continuing to review program delivery to ensure that services
are delivered in the most efficient and effective manner.


Master Plans—Significant work has already been undertaken
by the Municipality including the development of a Corporate
Strategic Plan and Master Plans in the areas of Fire, Trails,
Parks and Recreation, Economic Development, Bridges and
Structures which have been taken into consideration in the
development of the SFP.
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Benefits to Strategic Financial Planning

There are many benefits to developing a strategic financial plan:

Provides the necessary information to establish feasible

Examines fiscal trends (past and future)

solutions and decisions

Identifies fiscal issues and opportunities

Identifies implications of fiscal decisions

Increases communication & awareness

Helps develop an action plan

Stimulates long-term thinking

Provides a tool to monitor progress against Council approved
plans

Helps establish fiscal policies and goals
Stimulates alternative approaches to solve future challenges

Provides financial transparency and accountability
Provides a consolidated view

Better
Better
Decisions
Be erInformation
Informa on == Be
er Decisions
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SFP Process—Council and Staff Consultation
The following diagram provides an overview of the building blocks used to develop the Municipality’s SFP:

Strategic
Financial Plan

A SFP can have a significant practical impact on Port Hope’s approach to planning, control and overall management of its programs, services
and finances and on the quality of information provided to stakeholders. Council and staff consultation were instrumental in the
development of the SFP. The process included one-on-one meetings with senior management as well as a facilitated session with the
Strategic Financial Plan Working Group early in the process to seek direction and present information with respect to the Financial Condition
Assessment. Once this feedback was provided, analysis of options and strategies was undertaken and a full day meeting with all members of
Council and senior management was held. The SFP incorporates all feedback received and was used extensively in the development of the
policies and recommended strategies contained in this report.
4
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General Approach to Preparing the Municipality’s SFP
The SFP provides a projection of the Municipality’s operating and
capital requirements and statement of financial position over the
next 10 years. The Government Finance Officers Association
(GFOA) recommends that Strategic Financial Plans have a time
horizon of between 5 and 10 years from the current period. Their
research indicates that most well managed municipalities maintain
a 10 year time horizon and state that results beyond 10 years may
be misleading and lead to faulty recommendations and policies. It
identifies the key financial strategies that will influence the building
of a sustainable long-term financial future.
The SFP takes into account:


Expected expenses and capital outlays for each year of the
plan



Expected revenues for each year and their source



Performance measures to enable assessment of the Council’s
strategic priorities



Assumptions that have been used in the development of the
SFP



Sensitivity analysis on key assumptions most likely to affect
long-range financial planning and sustainability to ensure that
the Municipality is aware of the key levers that will impact the
SFP and that should be monitored over time

The SFP is Dynamic—Regular Updates Will Be Undertaken

Although great effort has been made to present accurate financial
projections, based upon the data available at this time, a SFP is a
dynamic document and should be updated and re-evaluated, on
an ongoing basis. As such, the SFP should be considered a work
-in-progress. It is not an exercise in precision, rather it is intended
for use as a forecasting tool to ensure that the Municipality is on
the right course to meet its financial obligations and future
challenges.
A financial model has been developed to allow staff to update the
SFP as new data and assumptions become available. The intent
is to provide Council with regular updates to this document, so it
will be useful in the ongoing cycle of business planning and
budgeting. It is anticipated that updates to the SFP will be
required as assumptions, projections and strategies change over
time.
It is recommended that the assumptions used in the SFP be
modified and refined, at least annually and as new information
becomes available that could materially change the forecast.
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Model Development

The Long Range Forecast is developed based on an analysis of all factors impacting the capital and operating budget. This forecast includes
assumptions with respect to growth, changes in assessment, development charge revenues, interest rates impacting reserves and debt
issuance and the Municipality’s financial policies. As shown below, due to the inter-relationship between all components of the plan, changes in
any of the assumptions will potentially have an impact throughout the SFP.
Developers
Grants &
Subsidies

Indexes

Operating
Budget

CPI
Expenditures/
Revenues
Salary
Negotiations

Capital

Reserves
Capital
Reserves

CAPITAL
FINANCE
DECISIONS

CAPITAL
REQUIREMENTS

Dev Charges

Benefit
Negotiations

Utilities

Debt
External
Services

Property Tax
Rates

Old Debt
Assessment

Etc.

New Debt

Tax Policies

6

Strategic Financial Plan (SFP)—Financial Health Summary

Financial Health (Financial Condition Assessment) Summary
(See Separate Report for additional detail)
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Executive Summary—Analysis of Financial Health
The Financial Health Assessment included the following:

Population Growth
Building Construction Activity

Growth and Socio‐Economic Indicators

This includes an evaluation of the Municipality’s growth and socioeconomic indicators which are largely external to the Municipality’s
control but important to understand from a planning and
forecasting perspective.

Reserves, Debt and Asset Management

Property Assessment Growth
Household Income
Age Demographics

Reserves
Asset Management

This includes an evaluation of the Municipality’s financial
framework upon which the Municipality operates. These indicators
help determine if modifications are needed to the Municipality’s
existing financial policies and strategies as part of the development
of the FMP.

Financial Posi on and Cost of Service Indicators

Debt Management

Municipal Levy
Municipal Financial Position

This includes an evaluation of the cost of municipal programs and
services and how these costs translate into municipal property
taxes from a taxpayer affordability perspective to gain perspective
on whether there are any affordability concerns.

Taxes Receivable
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Execu ve Summary—Growth and Socio‐Economic Indicators


Declining Population Base—Changes in population can
directly affect Municipal revenues, such as property tax
collections as well as expenditures. Port Hope’s population
from 2006-2011 declined by 1.1%. A decline in population
would appear to relieve expenditure pressures, however,
municipalities faced with a population decline, as is the case in
Port Hope, are rarely able to make reductions in expenditures
that are proportionate to the population reduction.



Aging Demographics—Port Hope has a larger share of the
population 55 years of age and older compared to the Ontario
average and this age cohort has increased in proportion to the
total population from 2006-2011 in Port Hope. As identified in
the Economic Development Strategic Plan, a greater proportion
of seniors than the Provincial average demonstrates the appeal
of Port Hope to retirees. However, this also has an impact on
future service requirements. As will be reflected in the
forecast, there are new programs and services being
contemplated to meet
the needs of an aging
population including
the development of a
Seniors’ Centre.



Declining but Balanced Construction Activity—Building
activity impacts other factors such as employment, income
and property values. While construction activity has been
trending down since 2007, the construction activity represents
a good balance between residential and non-residential
development (48% residential and 52% non-residential on
average over the past 5 years). With higher municipal net
operating costs to service residential development than the
cost of servicing commercial or industrial development
because many services such as recreation, libraries and parks
are provided for use by residents, balanced growth is ideal.



Balanced Assessment Base—A characteristic of a healthy
economy is the degree of diversification in its tax base; the mix
of residential, commercial and industrial assessment. Port
Hope has a balanced assessment base and has a higher
commercial and industrial assessment base than peer
municipalities which helps to support taxation.



Lower Household Income—Personal income is one measure
of a community’s ability to pay taxes. Disposable household
income in Port Hope is slightly below the average of peer
municipalities surveyed.
This is impacted by a higher
proportion of seniors.
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Execu ve Summary—Reserves, Debt and Asset Management


Strong Consolidated Reserve Position — Reserves are a
critical component of the Municipality’s SFP.
Port Hope is in
an enviable position in that the consolidated reserve position is
very strong in relation to the majority of municipalities
surveyed. At the end of 2011, Port Hope had approximately
$36 million in tax-related reserves which is equivalent to over
250% of 2012 taxation levels. The following defines the
purposes for maintaining reserves:


To provide tax stabilization in the face of variable and
uncontrollable factors and to ensure adequate and
sustainable cash flows.
flows.



To provide financing for one-time or short term
requirements without permanently impacting the tax rates
thereby reducing reliance on long-term debt.



To make provisions for replacement
infrastructure on a timely basis.



To provide flexibility to manage debt levels and protect
the Municipality’s financial position.



To provide for future liabilities incurred in the current
year, but paid for in the future like post-retirement benefits.

of



Reasonable Level of Stabilization Reserves—Government
Finance Officers’ Association (GFOA) recommends that
municipalities maintain Stabilization Reserves within a target
range of 5%-15% of own source revenues to provide sufficient
liquidity and protection against unforeseen events. Port Hope
is current maintaining Stabilization reserve balances at the low
end of this range. Policies have been recommended in the
SFP which are summarized in the next section of the report to
establish Stabilization Reserve balances between 4.5%-6% of
own source revenues. The rationale for establishing a
Stabilization target at the low end of the industry standard
range takes into account Port Hope’s unique position in that
it holds $20 million in Low Level Radioactive Waste
(LLRW) reserves, using only the available interest. By
maintaining the principal balance in the LLRW Reserves,
additional protection is available to address unforeseen
events.

assets/
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Insufficient Capital Reserves Available—Capital Reserves
form an important component of the SFP and are used
extensively by the Municipality for maintenance and
replacement of capital assets. Planned contributions to Capital
Reserves contribute to the success of a Municipality’s financial
management program.
The Municipality currently has
approximately $13.3 million in Capital Reserves (excluding the
LLRW Fund in which the principal balance is maintained to
utilize interest earning for capital and operating). It is estimated
that there are approximately $16 million in assets that are
beyond their useful life (using PSAB asset inventory data)
resulting from under-contributions to support the replacement
of assets in the future.
A common financial indicator used to determine the adequacy
of reserves that support infrastructure is to compare the
infrastructure reserve balances in relation to the accumulated
amortization (Infrastructure Sustainability Ratio). Ideally, this
ratio should be 100% or greater, meaning that the amount
available in reserves at any time is equal to the amount of
assets that have been depreciated or used (based on an
historical cost basis). This is based on the principle that the
Municipality should set aside funds, on a regular and planned
basis, to support infrastructure renewal. Port Hope’s ratio is
approximately 34%.

As Port Hope ages, infrastructure renewal requirements will
accumulate at a pace similar to which they were constructed.
Consequently, it is vital to enhance Port Hope’s current plan
for this eventuality and further develop funding policies to
protect and sustain the foundation of the community.


Annual Infrastructure Funding Gap—Prudent asset
management principles suggest that, at a minimum, annual
contributions to the capital program should be at least
equivalent to the amortization expense. As shown in the table
below, the total contributions to the capital program in 2012
was $2.4 million compared with the annual historical
amortization of $3.0 million (excluding water/wastewater),
resulting in an annual infrastructure funding gap of $0.6
million. On a replacement cost basis, the annual funding gap
is estimated to be $3.6 million per year. Strategies have been
recommended later in the report to close the infrastructure
funding gap, gradually and to ensure that the gap does not
widen as new assets are constructed.
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Low Debt Levels—The Province regulates the amount of debt
municipalities issue by setting an annual repayment limit for
each municipality. This is the maximum amount by which a
municipality may increase its debt. The Provincial repayment
upper limit is set at 25% of a municipality’s own source
revenues. If the Municipality were to reach the limit, future
operating budgets would be severely constrained or tax or
other revenues would have to increase significantly. Port
Hope’s debt is mainly attributed to the water/wastewater
system, with limited debt issued for tax-related capital
programs and services.
The Municipality’s tax-related debt charges as a percentage of
own source revenues as of December 31, 2011 is only 1.6%
and the consolidated tax and water/wastewater position is
approximately 13.6%, well below Provincial limits. Prudent
debt management recognizes that borrowing is a valid form of
infrastructure financing and provides broad parameters on how
a municipality should borrow. It recognizes that not all capital
projects are equally well suited for tax-supported debt
financing.
Prudent debt management also requires
municipalities to identify a sustainable threshold.



Increasing Corporate Liabilities—Corporate Reserves are
available to protect against the consequences of certain risks,
liabilities and corporate programs in such areas as insurance,
sick leave and police retirement. Because the liabilities do not
come due at the same time, it is reasonable to have some
unfunded liabilities, however, the challenge is to identify what
constitutes a reasonable level. The Municipality has extended
health care and dental benefits that continue to be available to
early retirees up to the age of 65 and Uniformed Police
Association retirees who receive benefits for life as a result of
an arbitrated award. Due to an arbitrated settlement, the
liability increased $1 million since 2007 ($1.4 million to $2.4
million in 2010). The Municipality’s pay-as-you-go approach is
reasonable but is a factor that must be considered in the
development of the SFP.

Based on the capital requirements which will be presented later
in the forecast, options to issue tax-related debt have been
included within a recommended policy limit of 10% of own
source revenues. Recommendations have also been made
with respect to establishing appropriate parameters for issuing
debt.
12
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Execu ve Summary—Financial Posi on & Cost of Service
Indicators


High Taxes Receivable—Every year, a percentage of
property owners are unable to pay property taxes. If this
percentage increases over time, it may indicate an overall
decline in the municipality’s economic health. Credit rating
agencies assume that municipalities normally will be unable to
collect 2 - 5% of its property taxes within the year that taxes
are due and consider uncollected property taxes more than
8% to be high. Credit rating firms consider this a negative
factor because it may signal potential instability in the property
tax base. The Municipality of Port Hope has been above the
8% target for a number of years.



Declining Financial Position — A municipality’s financial
position is defined as the total fund balances including equity
in business government enterprises less the amount to be
recovered in future years associated with long term liabilities.
Over the past four years, the financial position has been
trending downward, attributed to a number of factors including
debt issuance for the water and wastewater program and
increasing post-retirement liabilities.
The Municipality’s
financial position is expected to improve as debt retires.

Levy per Household is Reasonable — Of the total property
taxes collected, the Municipality of Port Hope is responsible for
approximately 32%, with the remainder of the municipal levies
under the responsibility of the County, Education or Separate
Boards. Analysis of the levy per household was undertaken,
reflecting an average cost of service in Port Hope in relation to
peer municipalities.

Local, 31.6%

County, 29.0%

Education,
21.0%
Police, 16.2%
Library, 2.2%





Future Budget Challenges—As will be discussed in detail in
the forecast section of the report, there have been a number of
challenges that Port Hope has faced where interim solutions
were used to hold the line on property taxes. However, many
interim solutions are not sustainable on an ongoing basis.
Policies have been developed to address these practices to
ensure that the Municipality is operating on a sustainable basis.
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Developing a Financially Sustainable Plan
Recommended Policies and Strategies
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Financial Sustainability
The SFP is based on a key principle; Financial Sustainability
which is defined as the enduring ability of the Municipality to
ensure that it can deliver the level and types of programs and
services to the community, while proactively assessing and
managing associated risks, at acceptable levels of taxation and
fees.
Financial Sustainability is supported by the following
financial goals:
goals:




Flexibility - Able to respond to changing circumstances, which
may relate to economic, social, environmental or political
conditions.
Efficiency - Using public funds in ways that are cost effective
to provide services within the amount of funding available.



Sufficiency - Having sufficient resources to support the
delivery of services for which the Municipality of Port Hope
bears responsibility.



Integration - Ensuring the financial constraints under which the
Municipality operates are fully considered when engaging in
policy-making and decision-making.



Credibility - Achieving financial performance in a way that
maintains and enhances public confidence in the municipal
corporation.

The following illustrates the supporting financial goals and
strategies that have been used in the development of the SFP.

Financial Sustainability

Financial Goals
Flexibility

Efficiency

Sufficiency

Integration

Credibility

Financial Strategies
Ensuring Prudent Asset
Management Planning &
Funding

Providing for
Contingencies

Managing Expenditures
through Continuous
Improvement

Using Debt
Strategically

Operating with
Prudent
Foresight

Maximizing Diverse
Sources of
Funding and Revenues

The next section of the report provides an overview of the
financial strategies recommended. These financial strategies were
jointly developed by staff and Council during the facilitated
sessions and reflect the collective desire to ensure that Port
Hope continues to operate in a financially sustainable
manner.
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Ensuring Prudent Asset Management Planning and Funding
What Is It?
Asset management is often defined as a framework – a “way of
thinking” that is built around a “body of best practices”. This way of
thinking and the body of best practices focus on seeking the lowest
total lifecycle cost of ownership for infrastructure assets while
continuously delivering services at a level residents require and are
willing to pay for, and at an acceptable level of risk to the
community.
It is a systematic process of maintaining, upgrading and operating
physical assets cost effectively. Ensuring adequate funding
recognizes the challenges facing the Municipality of Port Hope due
to the need to fund infrastructure renewal needs, lifecycle
replacement, operating commitments and new initiatives. It
encompasses a balanced approach to capital funding so that the
needs related to maintaining current assets and funding new
initiatives are both prominent. It also requires a thorough
understanding of the timing and nature of operating expenditures
associated
with
the
implementation of new
capital
programs
to
ensure that they are
matched with stable and
reliable funding sources.

Background


Port Hope’s asset funding requirements continue to increase
as existing infrastructure and equipment ages and new
infrastructure is constructed to meet the needs of the
community.



The Municipality of Port Hope has implemented the new
financial reporting model required by the Public Sector
Accounting Board for municipalities in Canada. A useful
outcome of this has been determining the cost of municipally
owned assets as well as the age of the assets which provides
an improved understanding of the cost of each asset and what
funding will be required to replace assets at the end of their
useful life.



The Municipality prepares a 10-year forecast of capital
requirements and prioritizes requirements to fit within the
funding envelope available.



Linking the long-term operating costs of capital projects has
become more rigorous, with such considerations now part of
the capital decision-making process.



The Municipality of Port Hope is on its way to completing an
asset management plan for all capital assets through the
development of asset inventories and Master Plans.



There is currently an infrastructure funding gap which will
require time to address, consistent with the situation in virtually
all Canadian municipalities.
16

Strategic Financial Plan (SFP)—Recommended Policies & Strategies

Guiding Principles


Asset management strategies will be built on identifying the
replacement costs and improving the forecasting of service
demands and costs.



Regular reviews of the remaining life and condition of assets
will be undertaken to anticipate and plan for infrastructure
renewal and will be incorporated into the Capital Budget.

 Capital Reserves and Capital from Taxation will be used to

reduce the reliance on external financing for replacement of
existing capital assets.
 A focus on renewal could consume every available dollar.

While recognizing the priority of renewal, some resources will
be allocated for additions reflecting the highest priority needs of
the community.
 Asset acquisition and construction will be subject to a cost-

benefit analysis that considers life cycle costing and ongoing
operating costs. All assets will be maintained at a level that
protects capital investment and minimizes future maintenance
and replacement costs. The Municipality will consider the cost
of delaying repairs/replacement compared to the cost to restore
at the appropriate time.
 The

Municipality will incorporate infrastructure asset
management processes and systems to better quantify existing
and future infrastructure needs.

Policies and Strategies
1. The Municipality will maintain all infrastructure in a state of
good repair by implementing life cycle costing and providing
annual contributions to the Capital Reserves to fund the
renewal of assets based on a rate which reflects the
consumption of that asset by current taxpayers.
2. Capital Reserves will be used to fund the replacement or
refurbishment of existing assets.
3. Contributions to the Capital Reserves will be funded through
calculated annual contributions from the Operating Budget
based on capital replacement costs. As new assets are
constructed, contributions to Capital Reserves for their
replacement will be made. If the new assets are funded
through debt, annual contributions to the Capital Reserve will
be made once the debt repayments have been completed or
as the serial debenture payment reduces.
Based on
affordability considerations, a phase-in strategy will be
developed for inclusion in the annual preparation of the
Operating and Capital Budgets.
4. A business case will be prepared for new capital initiatives
including operating cost implications which will include a costbenefit analysis that incorporate sustainability principles and
identifies alignment with the corporate strategies priorities.
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5. Any new assets that are internally financed from the Capital
Reserves will be repaid, including interest, to the appropriate
reserve from future operating budgets over the life of the
asset.

Background


Port Hope has a long standing practice of ensuring that there
are sufficient contingency funds available to address
unforeseen events as they occur. The Municipality holds three
stabilization reserves to offset extraordinary and unforeseen
expenditure requirements, one-time expenditures, revenue
shortfalls and to manage cash flows. Recommendations have
been made to consolidate these reserves to increase
flexibility.



Government
Finance
Officers’
Association
(GFOA)
recommends that municipalities maintain Stabilization
Reserves for the general tax base within a target range of 5%15% of own source revenues to provide sufficient liquidity and
protection against unforeseen events. Port Hope’s balance is
currently at the low end of this recommended range but the
Municipality benefits from maintaining $20 million in the LLRW
Reserves at all times through an existing Council directive.



Corporate Reserves are available to protect against the
consequences of risks and liabilities in such areas as
insurance, sick leave and police retirement.



There is $2.45 million in unfunded employee benefits related
to post-retirement liabilities. The current approach is to fund
the in-year liability from the operating budget on a pay-as-yougo basis which is a common manner in which to address this
liability.

6. A 5-10 year Capital Budget will be annually presented to
Council, including anticipated funding sources, reserves and
debt forecasts.
7. Advanced techniques, improved technologies, better
materials and best practices will be incorporated in all
infrastructure programs.

Providing for Con ngencies
What Is It?
Municipalities provide for contingencies in a number of ways
including maintaining appropriate Stabilization Reserve balances
to address unforeseen future events and establishing Corporate
Reserves to address future risks and liabilities.
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Guiding Principles










A prudent level of Stabilization Reserves will be maintained to
protect against reducing service levels or raising taxes because
of temporary revenue shortfalls or unanticipated expenditures.
The use of Stabilization Reserves will be restricted to
extraordinary, one-time or unforeseen events and will not be
used to balance Operating Budgets.
Minimum balances, ceilings and targets will be established,
where appropriate, to provide a guideline for Stabilization
Reserve balances.
There are two basic ways to fund post-retirement liabilities; set
up a special fund to fully fund benefits as they are accrued (“full
funding”) or use a “pay-as-you-go” strategy which involves
making only current post-retirement payments as they become
due which is the approach currently being undertaken by the
Municipality. This method is successful as long as the money
is available when needed and there is not significant fluctuation
in annual requirements. As more employees become entitled
to benefits, and as the cost of benefits grow with inflation, postretirement costs can become a challenge on future operating
budget.

Policies and Strategies
1. The Municipality will maintain one consolidated Stabilization
Reserve which will only be used for extraordinary or one-time
expenditures including previous years’ operating deficits.
2. The target balance for the consolidated Tax Stabilization
Reserve will be set at 4.5%-6% of the Municipality’s tax own
source revenues (taking into account the LLRW Fund).
3. When the Tax Stabilization Reserve balance is lower than
4.5% of Own Source Revenues, operating surpluses will be
transferred to the Tax Stabilization Reserve.
4. A financial plan will be prepared for each of the Corporate
Reserves to ensure that there are adequate funds available
to meet the underlying liabilities . The plans will be reviewed
annually in conjunction with the budget process.

Corporate Reserves should be reviewed for adequacy and
plans established to replenish these reserves and reserve
funds based on need.
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Using Debt Strategically

Background


The Province regulates the amount of debt municipalities
issue by setting an annual repayment limit for each
municipality (25% of a municipality’s own source revenues).



Port Hope’s existing tax-related debt is at 1.6% and the
consolidated debt (including water/ww) is 13.6%.



The Municipality of Port Hope does not have a debt policy
beyond that which is mandated through the Province but the
Municipality has consistently maintained low debt levels as an
operating practice.

What Is It?
Using debt strategically can provide capital funding flexibility by
allowing certain infrastructure to be built and used before sufficient
revenue has accumulated to offset the needed investment. Debt is
frequently issued and considered a standard practice in
municipalities for capital projects that are long term in nature and
that benefit future taxpayers, thereby spreading the costs across
future years. As such, debt promotes inter-generational equity in
that infrastructure is paid for by those who use it. While some may
argue that a municipality that is free of debt is good public policy, it
is not when the infrastructure that supports a community’s current
and future economic success is allowed to deteriorate. High debt
levels, however, reduce flexibility, can increase the cost of
borrowing and could impair financial sustainability if debt
repayments cause or contribute to future revenue inadequacy.
A debt management policy improves the quality of decisions,
identifies policy goals and demonstrates a commitment to longterm financial planning, including a multi-year plan. Adherence to a
debt management plan signals to rating agencies and capital
markets that the municipality is well managed and is well
positioned to meet its obligations in a timely manner.

Guiding Principals


GFOA recommends that municipalities adopt policies to
identify the maximum amount of debt that should be
outstanding at any time.



In addition to a debt guideline, monitoring also becomes
important when considering the idea of the increased use of
debt as a funding source to ensure that it is being used in a
fiscally responsible manner.
GFOA recommends that
municipalities adopt policies that specify appropriate uses for
debt.
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Debt will be proportionate to the Municipality’s tax base and will
not put an excessive burden on operating expenditures.



Outstanding and planned debt levels will not exceed an amount
that can be supported by the existing and projected tax
revenue base. Debt policies will focus on:
 projected debt requirement

Policies and Strategies
1. Tax Debt Charges as a percentage of Tax Own Source
Revenues will not exceed 10%.
2. Long term debt financing will be restricted to specific project
types:

 limits and benchmarks

 Increased/new services to residents for new initiatives

 term and structure of debt

 New, non-recurring infrastructure requirements

 use of reserves to offset debt issuance

 Projects which are supported by a business plan that
show revenues will cover capital and interest costs

 Long term debt for the replacement and refurbishment of

existing capital assets will be reduced and a planned process
will be developed whereby an annual contribution will be made
to meet lifecycle needs of all assets.

 Projects where the cost of deferring expenditures
exceeds debt servicing costs
 Project costs not recovered from Development Charges
 Projects tied to third party matching funding
Note: These restrictions may have to be phased in to meet
short term budget challenges.
3. The length of the term of debt will not exceed the useful life of
the underlying asset.
4. The Municipality will monitor and report on all forms of debt
annually.
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Opera ng With Prudent Foresight

Guiding Principles

What Is It?

 Financial planning expands an awareness of options, potential

The Municipality of Port Hope, like other municipalities in Ontario
has to fund programs and services it provides within a limited
funding framework—namely, it must address rising costs,
increased service responsibilities and aging infrastructure with
relatively flat revenue streams and limited ability to modify the
services it provides. The financial environment for municipal
government has fundamentally changed.
As such, financial
planning becomes critical to ensure the ongoing sustainability of
the municipality.
To operate with prudent foresight requires the development and
maintenance of a multi-year budget, identifying trends that may
potentially impact the Municipality’s ability to meet its goals and
objectives. It allows the Municipality to adapt and/or plan to meet
the challenges created by these trends.

problems and opportunities, helps shape decisions and permits
necessary corrective actions to be taken before problems
become more severe.
 Financial planning includes the development of specific

policies, plans and management strategies to achieve long
term goals. Goals provide overall direction for the municipality
and serve as a basis for decision-making.
Policies and Strategies
1. The Municipality will maintain a Strategic Financial Plan to
assess the long-term financial implications of current and
proposed policies.
2. The Operating and Capital Budgets will be aligned with the
Municipality’s Strategic Financial Plan.

Background


Council has actively participated in the development of a
number of strategic and Master Plans that have set the course
for Port Hope’s future.
These documents were used
extensively during the development of the SFP to ensure
alignment with corporate priorities.

3. Financial trends will be monitored closely through the use of
key financial indicators which will be reported to Council on
an annual basis as part of the budget and financial planning
process.
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Managing Expenditures through Con nuous
Improvement



With cost pressures being inevitable the Municipality will be
forced to look at alternative and different methods of providing
service to the community. However, innovation typically
requires upfront investment before savings or efficiencies are
realized.



The development of business plans to accompany the budget
submission is supported by staff but it is recognized that this
will take considerable time and may require a phase-in plan.

What Is It?
A cornerstone of a highly effective and efficient Municipality is its
ability to identify and implement opportunities to improve through
innovative programs and service delivery strategies. In the cycle of
continuous improvement, defining service levels and developing
performance measures plays an important role in:

Guiding Principles



Strengthening accountability



Establishing an understanding between staff, Council and the
community of the expected results or service standards in each
area



Port Hope will continue its quest toward improved efficiencies
in order to provide better value for the existing tax dollars and
create additional financial flexibility.



Identifying and tracking progress against organizational goals





Identifying opportunities for improvement



Ensuring community requirements are being met



The Municipality will move from an approach where programs
and services are evaluated based on cost control, to an
approach that focuses on the department’s ability to achieve
specific goals or outcomes.

Improving the budget process



Changes in community conditions or other factors may result
in a program or service no longer addressing the needs it was
intended to serve. The Municipality will adjust its policies,
programs and management strategies during the budget,
based on its assessment of performance.



Service levels will be defined and linked to efficiency, quality,
effectiveness and program outcomes.

Background


The Municipality’s planning processes have focused additional
attention on managing expenditures and Port Hope has been
diligently holding the line on property tax increases through the
implementation of efficiency measures.
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Policies and Strategies
1.

Program and service reviews will continue to be undertaken to
ensure that they are provided in an efficient and cost effective
manner and meet the needs and priorities of the community.

2. Service levels will be defined and will be included in
departmental business plans and budgets.
3. The Municipality will evaluate and monitor new initiatives,
budget results, and resource allocation, through the use of a
mixture of output, outcome, and efficiency measures.
4. Efficiency gains will be directed to fund infrastructure
programs.

Maximizing Revenue Opportuni es

What Is It?
Achieving diverse sources of funding includes identifying actions
related to alternative and innovative funding sources that will help
the Municipality fund new strategic initiatives and reduce reliance
on property taxes which is the primary source of municipal
revenues. This is especially important for large capital
requirements such as the addition of recreation facilities, the
development of the harbour and other strategic priorities. The
Community Infrastructure Investment Fund grant program, through
Infrastructure Ontario, provides opportunities for Port Hope to
leverage external funds to meet community needs.
The Municipality also raises revenues through user fees. Municipal
user fees are described as a charge to the user for a specific
municipal service, activity or product, or for the use of municipal
property. Part XI1 of the Municipal Act, 2001 provides the authority
to impose municipal user fees and charges and requires that user
fees be approved by Council and enacted in a by-law. User fees
are charged for the use of many municipal services and provide
funding of municipal services that benefit defined users by
collecting fees and service charges that are at, or approaching full
cost recovery. User fees assist a municipality to ensure better use
of its resources and evaluate the use of a specific good or service.
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Background


Port Hope has recently submitted an application for the
expansion of the Jack Burger Sports Centre to leverage funds
available through Infrastructure Ontario to meet local
community needs.



User fees are currently in place to fund services/programs
where specific individual benefits are received. However, if
recovery levels are not maintained, additional tax levy pressure
is experienced. Over the past several years, user fees have
not kept pace with expenditure increases.





Adjusting user fees provides additional funds to sustain
infrastructure, maintain delivery of affordable programs and
services to users while assisting in keeping overall tax
increases to a minimum. User fees generate revenues for
municipalities, but pricing those services is also an important
mechanism for controlling demand for services.



In establishing fee levels, the need to regulate demand, the
desire to subsidize certain services, competitive market rates
as well as the promotion of other goals (health and wellness,
accessibility, etc.) must be considered.

Taxes receivable as a percentage of taxation is relatively high
in Port Hope and should be reviewed.

Policies and Strategies
1. User fees will be considered by the Municipality where:

Guiding Principles




Port Hope will fully explore opportunities to leverage grant
funds available through other levels of government to meet
community needs and corporate priorities.
By passing the cost of specific services to the consumer
through a user fee, only those individuals or groups that utilize
the service or incur the fee pay for the cost of providing it,
rather than taxpayers in general. Setting fees at cost recovery
levels lead to efficient production and consumption of the
service, and better allocations of the service when operating at
capacity. This provides an opportunity to reduce pressures on
the overall tax levy.



There is a clear relationship between the fees paid by users
and the benefits received by the user.



A member of the public has a choice as to the extent to
which he/she uses the service.



It is administratively feasible to collect the charge at a
reasonable cost (e.g. the administrative cost to charge a
user fee is high).



The benefits can be quantified and attributed to the user.

2. The Municipality will review and update user fees annually
taking into consideration the increase in all costs (direct and
indirect), the current “market” situation, and minimizing the
negative impacts to the public that would result in not limiting
access to the service.
25
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3. A comprehensive user fee review will be undertaken a
minimum of every five years, or earlier, as required to reflect
changes in the cost of service, demand for service or service
offerings.
4. The Municipality will follow an aggressive, consistent, but
sensitive to the circumstances policy of collecting revenues
with a collection policy goal for outstanding taxes receivable to
be no more than 10% of taxes levied.
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Strategic Financial Plan Forecast
Base Model
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Strategic Financial Plan Forecast —Introduc on
Although increases in taxes and user fees should be expected,
residents desire certainty with respect to future costs and their
affordability. The SFP assists in identifying trends that may
potentially impact the ability to meet goals and objectives, and will
allow the Municipality to adapt and/or plan to meet the challenges
created by these trends.
The forecast brings the various
operating and capital plans in a single process to provide key
decision-makers with clear visibility on future pressures,
implications and funding requirements. This is a key financial
management tool which greatly aids in providing Port Hope with a
vision into the future and extends beyond the multi-year budget
period.

Strategic Financial Plan—Base Model
This section of the report provides a 10-year Operating and
Capital forecast based on existing policies and practices. The
forecast provides an indication of what the Municipality’s financial
situation may look like in ten years if the environment were to
unfold as forecast and the Municipality were to continue providing
the current services in the same way as it does now. For the
purposes of analysis and understanding the cost drivers, Police
has been shown separately because it comprises approximately
34% of the net levy in 2012.
Options and strategies have been developed based on
feedback received from staff and Council to help address the
capital infrastructure gap and to minimize property tax increases.

This section of the report illustrates the key issues and
opportunities in terms of:


Protecting and maintaining the Municipality’s assets



Ensuring that there is a reasonable degree of stability and
predictability in the overall tax burden



Ensuring that there is a fair sharing in the distribution of
resources between current and future taxpayers



Maximizing financial flexibility



Minimizing financial vulnerability during economic downturns



Maintaining programs and services at their desired levels
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Understanding Port Hope’s Operating Budget Environment
Port Hope takes the management and stewardship of public funds
very seriously, ensuring residents receive value for their tax
dollars. The Municipality has a strong commitment to fiscal
accountability and to holding the line on property tax increases.
The following graph reflects the fluctuation in the net levy increase
from 2004-2012 in comparison to inflation.
12.0%

The ongoing ability to create efficiencies when many of the costs
are uncontrollable will become more difficult and continued use of
one-time revenues and capital expenditure reductions is not
sustainable. Further, commitments already made or planned in
terms of debt issuance will impact the levy in 2013 and 2014 (e.g.
Fire truck financing, Police headquarters).
In developing the Base Model Operating Budget Forecast a
number of factors were analyzed to develop a forecast built on
realistic assumptions. The analysis focused on the following:

10.0%
8.0%
6.0%

Expenditure Forecast

4.0%
2.0%
0.0%
-2.0%
-4.0%

CPI
Total Net Levy Excluding Police
Total Net Levy

-6.0%

Non‐Tax Revenues and the Use of One‐Time Revenues

Impact of New Corporate Ini a ves

Infrastructure Funding
Port Hope has increased the net levy at rates lower than or equal
to inflation over the past four years (excluding Police) through
efficiency improvements, the use of one-time revenues and
reductions to the capital program.
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Expenditure Forecas ng and the Development of a Municipal Price Index
Gross Operating Expenditures (Excluding Police) - 2009-2012
In developing the Operating Budget Forecast, consideration was given to the key budget drivers and the future operating environment. The
following table summarizes the budgeted gross operating budget expenditures over the past three years for all services excluding Police which
is shown separately:
Total Gross Expenditures Excluding
Police (000s)



% of Total
Expenditures
$ change % change
2012

2009

2012

Salaries & Wages

$ 6,143

$ 6,007

$ ( 136 )

-2.2%

40.3%

Benefits

$ 1,307

$ 1,485

$

178

13.6%

10.0%

Professional Services

$ 2,655

$ 2,892

$

236

8.9%

19.4%

Office, Building and Maintenance/Repairs $ 2,454

$ 2,404

$ ( 50 )

-2.0%

16.1%

Utilities

$

725

$

760

$

35

4.8%

5.1%

Contributions and Finance Charges

$

380

$

477

$

97

25.6%

3.2%

Capital From Taxation

$ 1,083

$

875

$ ( 208 )

-19.2%

5.9%

Total Gross Expenditures

$ 14,747

$ 14,900

1.0%

100.0%

$

153

From 2009 to 2012, the Municipality’s gross operating expenditures increased only 1.0%, significantly below inflation (6%):


Salaries and wages decreased by 2.2%, mainly through salary gapping and a reduction of one position



Benefits increased 13.6%, mainly attributed to increased OMERs contribution rates which is not controlled by the Municipality



Professional Services increased by 8.9% which includes contracted services such as Streetlights and Traffic Signals



Office, Building & Maintenance/Repair expenses declined 2% despite significant increases in cost of some of the materials. Based on
feedback from staff, further reductions are not attainable without reductions in existing service levels



Finance Charges increased 25.6% mainly related to increased contributions to reserves and debt payments



Capital from Taxation decreased by over 19% which compromises the Municipality’s ability to address capital requirements
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Base Model Expenditure Assumptions (Excluding Police)

Police Gross Operating Expenditures - 2009-2012

The Base Model includes the following assumptions for the major
items of expenditure:

Police has been treated separately for the purposes of forecasting
as the historical trends are different than the rest of the operating
budget and because of the size of the Police budget.



2% for the majority of expenditures
2009-2012



salaries and wages (2.25% in 2014 for Union staff) then 2%
thereafter



3% annual increase for Benefits



4% annual increase Maintenance and Repairs



5% annual increase Utilities





2% Capital from Taxation, which, as will be shown in the
analysis, is insufficient to meet the full capital requirements
over the next 10 years
Debt charges are based on the existing debt schedules and
includes debt that has been approved for a Fire Truck where
debt charges will commence in 2013. In addition, the Base
Model includes debt charges related to two new capital
projects;


$2.5 million for the Jack Burger Sports Centre project—30
year debt at a rate of 3.65%



$0.6 million for Fire Station two renovation—15 years at a
rate of 3.17%

Police (000s)

2009

2012

$ change % change

Salaries & Wages

$ 3,001

$ 3,219

$

218

7.3%

Benefits

$

807

$

899

$

92

11.4%

Professional Services

$

686

$

897

$

211

30.8%

Office, Building & Maintenance/Repairs $

188

$

191

$

3

1.4%

53

$

55

$

2

2.8%

525

11.1%

Utilities

$

Total

$ 4,734

$ 5,260

$

Contributions and Finance Charges

$

$

$ ( 183 )

Total

$ 5,074

340

157

$ 5,417

$

343

-53.7%
6.8%

As shown above from 2009-2012:


Increase in expenditures was 11.1% (excluding financial
charges)



Salaries and wages increased 7.3%, exceeding inflation



Professional services increased almost 31% during this time
due to the OPP contract renewal adjustment in 2010 after 5
years on no increase and the addition of new information
technologies (Ontario Police Technology Information
Cooperative)



Increases were offset by contributions and finance charges
which declined by 53.7% related to reduced contributions to
Police Screening Reserves
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The following graph, reflects historical Police net levy increases in
relation to CPI. On average, over the past eight years, the Police
net levy increased by 4.2%, compared with CPI average of 2.1%.

8.0%
6.0%
4.0%
2.0%

CPI

Police

Police Assumptions
The Base Model Forecast uses the assumptions in the Police
Service Delivery Review, as prepared by KPMG:


Operating expenses increase annually by 3%



$3.9 million in debt issuance for 25 years at 4%, with debt
charges commencing in 2013 (half year)



Annual contributions for the replacement of the assets of 1.6%
of capital cost per year

0.0%
-2.0%
-4.0%
-6.0%
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Non‐Tax Revenues and the Use of One‐Time Revenues
The following table summarizes the budgeted gross budget revenues over the past three years for all services.
2009-2012
(000's)



2009

2012

$ change
286

% change

Interest

$

741

$

1,027

$

38.6%

Supplementaries & PILs

$

630

$

437

$

( 194 )

-30.7%

Grants

$

1,198

$

928

$

( 270 )

-22.6%

User Fees, Rental Revenues and Licenses

$

2,411

$

2,340

$

( 71 )

-3.0%

Internal Departmental Recoveries

$

1,124

$

902

$

( 222 )

-19.7%

Transfers from Reserves/Reserve Funds

$

431

$

292

$

( 139 )

-32.2%

Subtotal

$

6,535

$

5,925

$

( 610 )

-9.3%

Prior Year Surplus

$

100

$

100

LLRW Interest

$

517

$

517

Subtotal

$

-

$

617

$

617

Property Taxes

$

13,414

$

13,775

$

361

2.7%

Total

$

19,949

$

20,317

$

368

1.8%

The changes in gross budgeted revenues from 2009 to 2012 included:


Significant increase in interest income, driven by an improved matching of budget to actual revenues



Declining supplementary revenues, PILs and Grants which are uncontrollable by the Municipality. The decline is largely attributed to an
improved matching of budget to actual supplementary revenues



User fees, rental revenues and licenses, not keeping pace with expenditure increases and/or activity levels have declined



Decline in transfers from reserves whereby the reliance on hydro interest proceeds to offset operating expenditures has reduced



Overall general revenues, excluding the one-time items, (prior year’s surplus & LLRW interest) decreased by $0.6 million (9.3%)



A one-time prior year surplus of $100,000 in 2012 to offset tax increases. This will not be available in the future as this is a one-time
revenue and is not predictable



In 2012, $0.5 million in LLRW interest was diverted from the capital program to assist in lowering the tax rates which will be phased-out
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Base Model Revenue Assumptions
The following summarizes the revenue assumptions that have
been built into the Base Model Operating Budget Forecast:


User fee revenues are forecast to increase 2% annually,
which would assume that annual increases to user fees would
be made.



Interest on investment income is forecast to increase 0%
annually over the forecast period. The Municipality is currently
earning approximately 4% return on investments



Supplementary revenues are forecast to increase 1% annually
over the forecast period



Elimination of the one-time prior year surplus of $100,000 in
2013 as this is not a predicable source of revenues



LLRW interest income used to offset property tax increases is
assumed to be phased out over a period of 5 years. LLRW
interest is also available to use for capital projects.



OMPF grant reductions of $50,000 annually over the forecast
period

Impact of New Corporate Initiatives
The Municipality’s budget is impacted by new corporate initiatives
and priorities. This will continue to be a factor in the development
of the financial forecast but is an area where limited assumptions
have been built into the operating forecast. The expansion of the
Jack Burger Sports Complex, the construction of a Seniors’
Centre and the development of the harbour/marina enhances
existing services provided to the community, however, they may
also have an impact on operating costs. The Base Model
includes an increase in utility costs for the Jack Burger Sports
Centre of $30,000 per year and additional estimated custodial
costs annually of $8,000. No new operating costs have been
incorporated into the Base Model forecast related to the Seniors’
Centre or the harbour/marina. As more information becomes
available, it is anticipated that the forecast will be updated.
Infrastructure Funding
As discussed in the previous section of the report, the Municipality
must set aside funds for the replacement of assets as they reach
the end of their useful life. The Base Model does not fully address
capital requirements and is based on existing funding levels plus
a 2% inflation factor capital reserve contributions. The Base
Model also increases contributions to reserves as debt charges
reduce for new capital assets (e.g. Fire truck, Police, Jack Burger
Sports Centre). The Base Model reflects a funding gap of $16.4
million.
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Base Model Forecast - Departmental Summary 2013-2022

Non‐Departmental
Council
CAO/Corporate Services/Admin
Human Resources
Finance

2012
Budget
$ ( 1,318.8 )
$
236.6
$ 1,090.2
$
143.7
$
588.1

Fire

$ 1,281.9 $ 1,358.5 $ 1,402.3 $ 1,445.0 $ 1,487.1 $ 1,579.2 $ 1,613.5 $ 1,648.6 $ 1,684.7 $ 1,721.8 $ 1,759.9

Department (000s)

2013
Budget
$ ( 1,167.1 )
$
241.7
$ 1,108.2
$
146.8
$
601.1

2014
Budget
$ ( 1,120.3 )
$
246.8
$ 1,133.6
$
150.0
$
614.4

2015
Budget
$ ( 1,078.1 )
$
252.1
$ 1,159.8
$
153.2
$
628.0

2016
Budget
$ ( 1,039.9 )
$
257.5
$ 1,186.7
$
156.5
$
641.9

2017
Budget
$ ( 1,005.4 )
$
263.1
$ 1,215.0
$
159.9
$
656.1

2018
Budget
$ ( 974.1 )
$
268.7
$ 1,244.1
$
163.3
670.6
$

2019
Budget
$ ( 945.7 )
$
274.5
$ 1,274.0
$
166.9
$
685.5

2020
Budget
$ ( 919.9 )
$
280.4
$ 1,304.8
$
170.5
$
700.7

2021
Budget
$ ( 896.5 )
$
286.5
$ 1,336.4
$
174.2
$
716.3

2022
Budget
$ ( 875.2 )
$
292.7
$ 1,368.9
$
177.9
$
732.2

Parks Recreation and Culture

$ 1,783.8 $ 1,836.4 $ 1,923.7 $ 1,984.5 $ 2,046.6 $ 2,111.1 $ 2,178.0 $ 2,246.3 $ 2,318.4 $ 2,391.9 $ 2,467.8

Planning and Development

$

Works and Engineering

$ 3,571.7 $ 3,683.6 $ 3,801.3 $ 3,917.9 $ 4,037.1 $ 4,179.3 $ 4,301.5 $ 4,427.3 $ 4,556.7 $ 4,690.0 $ 4,827.3

Economic Development

$

Police

$ 4,640.2 $ 4,941.5 $ 5,354.1 $ 5,497.9 $ 5,647.2 $ 5,799.1 $ 5,959.2 $ 6,121.9 $ 6,290.0 $ 6,462.6 $ 6,641.2

Library

$

618.6 $

633.6 $

Capital from Taxation/Reserves

$

875.0 $

892.5 $

New Debt Charges

$

385.2 $
537.7 $

394.4 $
549.7 $

403.9 $
562.0 $
649.1 $

413.6 $
574.6 $
665.0 $

423.6 $
587.5 $
681.3 $

433.8 $
600.6 $
698.1 $

444.3 $
614.1 $
715.3 $

455.1 $
628.0 $
733.0 $

466.1 $
642.1 $
751.3 $

477.4 $
656.6 $
770.0 $

489.0
671.4
789.3

910.4 $

928.6 $

947.1 $

966.1 $

985.4 $ 1,005.1 $ 1,025.2 $ 1,045.7 $ 1,066.6

174.3 $

221.9 $

219.4 $

216.6 $

213.3 $

LLRW Offset

$ ( 516.5 ) $ ( 416.5 ) $ ( 316.5 ) $ ( 216.5 ) $ ( 116.5 ) $

( 16.5 ) $

Net Tax Levy Required

$ 13,917.4 $ 14,804.5 $ 15,889.0 $ 16,547.5 $ 17,163.0 $ 17,856.0 $ 18,397.4 $ 18,931.3 $ 19,478.0 $ 20,036.9 $ 20,610.1

Tax Levy From Growth (Suppl)

$ ( 142.5 ) $ ( 143.9 ) $ ( 145.4 ) $ ( 146.8 ) $ ( 148.3 ) $ ( 149.8 ) $ ( 151.3 ) $ ( 152.8 ) $ ( 154.3 ) $ ( 155.9 ) $ ( 157.4 )

Net Tax Levy After Growth

$ 13,774.9 $ 14,660.5 $ 15,743.6 $ 16,400.7 $ 17,014.7 $ 17,706.2 $ 18,246.1 $ 18,778.6 $ 19,323.7 $ 19,881.0 $ 20,452.7

% Change

‐

$

‐

6.4%

$

7.4%

4.2%

3.7%

4.1%

‐

3.0%

$

210.9 $
‐

2.9%

$

207.0 $
‐

2.9%

$

204.0 $
‐

2.9%

$

201.1
‐

2.9%

As shown above, the Base Model forecast reflects an increase of 6.4% on the net levy in 2013 and 7.4% in 2014, driven largely by new debt
and salary and benefit increases. Detail on the driving factors is reflected later in the report.
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Base Model Forecast - Departmental Summary 2013-2022 (% Change)
Department
Non‐Departmental
Council

2013
Budget
‐11.5%

2014
Budget
‐4.0%

2015
Budget
‐3.8%

2016
Budget
‐3.5%

2017
Budget
‐3.3%

2018
Budget
‐3.1%

2019
Budget
‐2.9%

2020
Budget
‐2.7%

2021
Budget
‐2.5%

2022
Budget
‐2.4%

2.1%

2.1%

2.1%

2.1%

2.1%

2.2%

2.2%

2.2%

2.2%

2.2%

CAO/Corporate Services/Admin

1.6%

2.3%

2.3%

2.3%

2.4%

2.4%

2.4%

2.4%

2.4%

2.4%

Human Resources

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

Finance

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

Fire

6.0%

3.2%

3.0%

2.9%

6.2%

2.2%

2.2%

2.2%

2.2%

2.2%

Parks Recreation and Culture

2.9%

4.8%

3.2%

3.1%

3.1%

3.2%

3.1%

3.2%

3.2%

3.2%

Planning and Development

2.4%

2.4%

2.4%

2.4%

2.4%

2.4%

2.4%

2.4%

2.4%

2.4%

Works and Engineering

3.1%

3.2%

3.1%

3.0%

3.5%

2.9%

2.9%

2.9%

2.9%

2.9%

Economic Development

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.2%

2.3%

2.3%

2.3%

Police

6.5%

8.4%

2.7%

2.7%

2.7%

2.8%

2.7%

2.7%

2.7%

2.8%

Library

2.4%

2.4%

2.4%

2.5%

2.5%

2.5%

2.5%

2.5%

2.5%

2.5%

Capital from Taxation/Reserves

2.0%

2.0%

2.0%

2.0%

2.0%

2.0%

2.0%

2.0%

2.0%

2.0%

‐1.2%
‐46.2%

‐1.3%
‐85.8%

‐1.5%
‐100.0%

‐1.8%

‐1.5%

‐1.4%

‐24.0%

27.3%
‐31.6%

‐1.1%

‐19.4%

New Debt Charges
LLRW Offset
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Base Model Drivers (2013-2015)
The following summarizes the key budget drivers over the next several years to help understand the extent to which these can be mitigated or
controlled:

2012‐2013
Increase

Understanding Base Rate Drivers



% of total Net
Levy Increase
2013
0.4% $

2013‐2014
Increase

% of total Net
Levy Increase
2014

50

0.3% $

2014‐2015
Increase
50

% of total Net
Levy Increase
2015

OMPF Grant Reduction

$

50

One‐Time Surplus

$

100

0.7%

Reduction in LLRW funds for Operating

$

100

0.7% $

100

0.7% $

Police Debt Charges & Capital Contrib.

$

147

1.1% $

269

1.8%

0.0%

Fire Debt Charges

$

32

0.2%

0.0%

0.0%

Fire Debt New Station

0.0%

0.0% $

Jack Burger Debt Charges

0.0% $

174

1.2%

0.0%

0.3%
0.0%

100

51

0.6%

0.3%
0.0%

Salaries & Benefits increase

$

286

2.1% $

281

1.9% $

286

1.8%

Other Inflationary Increases

$

172

1.2% $

209

1.4% $

171

1.1%

Total Increase

$

886

6.4% $

1,083

7.4% $

657

4.2%

As shown above, the net levy is forecast to increase by 6.4% in 2013 in the Base Model, or $0.9 million in excess of the 2012 budget.


$300,000 is related to reductions in revenues including OMPF, the elimination of the one-time surplus and a 5 year phase out of the
operating budget reliance on LLRW interest



$286,000 is related to salaries, benefits and wages, with no staffing level increases



$147,000 is related to the debt charges for the new Police Headquarters (half year)



The 7.4% increase in 2014 is driven by the full year Police debt charges which results in a 1.8% increase in the net levy. Debt charges for
the Jack Burger Sports Centre commence, adding 1.2% to the net levy



In 2015, the Base Model is forecast to increase 4.2%, primarily driven by salaries and benefits and other inflationary increases
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Contributions to Capital Forecast

Debt Charge Ratio Forecast
4.0%

$3,000
Base Model
$2,500

(000s)

Base Model Debt Charges

3.5%
3.0%

$2,000

2.5%
2.0%

$1,500

1.5%

$1,000
1.0%

$500

0.5%
0.0%

$2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Contributions to capital are relatively flat throughout the Base
Model forecast. Additional contributions are required to ensure
that the infrastructure deficit does not continue to grow.

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

As shown above, the tax debt charges ratio peaks at 3.5% in
2015, well below the recommended ceiling of 10% (excludes
water/wastewater). This reflects a relatively low level of debt and
the potential opportunity to address additional capital
requirements through the issuance of additional debt.
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Existing Capital Plan Assumptions

Capital Requirements Forecast—Base Model
A 10-year capital requirement forecast was developed which
includes infrastructure renewal projects and new corporate
initiatives as set out by staff and Council.
Council This involved an
analysis of future needs to meet corporate priorities. As will be
shown in this section of the report, Port Hope is experiencing
challenges to meet the replacement requirements for the existing
capital infrastructure as well as funding new initiatives. Port Hope
is not in a unique situation, nor is there an easy solution. In order
to meet the Municipality’s strategic goals and objectives and keep
tax increases to a minimum, additional work will be required in
terms of capital prioritization, as recommended in the policies and
strategies section of the report.

The 10 year capital requirements includes a number of
assumptions:


Infrastructure requirements are based on the staff’s analysis of
the capital needs and an incorporation of capital estimated for
new capital initiatives.



Master Plans have been incorporated where information is
available.



Based on the existing plan, capital is funded from the following
sources of financing:


Capital Reserves—Based on utilizing all available Capital
Reserves based on existing contributions



Capital from Taxation—Based on the 2012 budget of $0.875
million, inflated by 2% annually

The purpose of this section of the report is to provide an
understanding of:



Gas Tax Revenues—Assumed to be $0.503 million annually,
in accordance with existing funding levels



Capital replacement requirements over the next 10 years





New initiative capital requirements over the next 10 years



Sources of financing based on existing Council approved
policies

LLRW Interest—Assumed an increase of $100,000 annually
over the next 5 years as the reliance on the LLRW operating
contribution is phased out



Gaps in funding of the 10 year capital requirements based on
existing funding levels included in the Base Model forecast

Grants—An infrastructure grant of $1 million for the Jack
Burger Sports Centre project through Infrastructure Ontario



Debt—Assumes debt issuance of $2.5 million for the Jack
Burger Sports Centre project and $0.6 million for Fire Station
two renovation




Potential opportunities to address the gap

39

Strategic Financial Plan (SFP)—Forecast, Base Model

Exis ng 10 Year Capital Plan

Department (000s)

2013

2014

2015

2016



The 10-year capital plan is $56.9 million.



Renewal capital projects account for approximately 56% of the
total capital expenditures over the next 10 years ($32.1 million),
with the remaining 44% ($24.8 million) related to new initiative
projects.



As shown in the table below, the majority of the capital
requirements are in Parks and Recreation, Public Works and Fire.



Note that this excludes the Police headquarters as this was
approved in the 2012 budget.

2017

2018

2019

2020

2021

2022

Total

Parks & Recreation

$

5,992 $

792 $

4,340 $

837 $

1,431 $

729 $

3,149 $

3,424 $

2,289 $

4,314 $

27,297

Public Works

$

4,178 $

3,125 $

4,096 $

1,787 $

1,460 $

1,325 $

1,345 $

2,425 $

1,325 $

1,325 $

22,391

Fire

$

167 $

2,486 $

400 $

63 $

340 $

250 $

250 $

216 $

‐

Corporate Services

$

171 $

123 $

101 $

142 $

165 $

100 $

96 $

150 $

Police

$

105 $

107 $

153 $

103 $

128 $

89 $

73 $

105 $

Library

$

79 $

81 $

68 $

57 $

58 $

58 $

59 $

59 $

Planning

$

110 $

CAO/Ec Dev & Tourism

$

Finance

‐

$

‐

$

4,172

105 $

120 $

1,273

‐

‐

$
53 $

$

863

53 $

625

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

110

39 $

50 $

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

89

$

18 $

29 $

15 $

‐

$

‐

$

‐

$

‐

$

20 $

‐

$

‐

$

82

Animal

$

5 $

$

‐

$

‐

$

‐

$

‐

$

$

‐

$

‐

$

5

Total

$ 10,864 $

5,812 $

56,907

‐

$

6,793 $

‐

9,173 $

2,989 $

3,582 $

2,551 $

4,972 $

‐

6,399 $

3,772 $
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10 Year Capital Requirements by Type of Project

(000s)

2013
100 $

2014

2015

Harbour

$

80 $

65 $

Roads

$ 2,205 $ 1,070 $ 2,770 $

Facility Renewal

$ 5,452 $

Rolling Stock

2016

2017

600 $ 1,130 $
820 $

2018

2019

2020

2021

2022

Total

% of total

500 $ 2,900 $ 3,150 $ 2,100 $ 4,100 $ 14,725

26%

900 $ 1,000 $ 1,000 $ 2,100 $ 1,000 $ 1,000 $ 13,865

24%

63 $ 1,124 $

83 $

69 $

30

$ 6,833

12%

$

519 $ 1,371 $ 1,576 $

815 $

697 $

53 $ 6,168

11%

New Facilities

$

100 $

$ 3,250

6%

Facility Upgrades

$

$ 1,924

3%

Bridge

$

210 $

190 $

190 $

190 $

190 $

190 $

190 $

190 $

190 $

190 $ 1,920

3%

Trails

$

104 $

109 $

91 $

94 $

84 $

164 $

164 $

174 $

164 $

164 $ 1,312

2%

Traffic Signals

$

357 $

705 $

191 $

$ 1,280

2%

IT

$

150 $

142 $

139 $

143 $

139 $

155 $

84 $

154 $

80 $

80 $ 1,266

2%

GRCA

$

135 $

95 $

95 $

95 $

95 $

95 $

95 $

95 $

95 $

95 $

990

2%

Park Upgrades

$

106 $

210 $

260 $

20 $

83 $

25 $

25 $

25 $

25 $

25 $

804

1%

Streetlight Upgrades

$

750

$

750

1%

Sidewalk ‐ repair

$

290 $

40 $

40 $

40 $

40 $

40 $

40 $

40 $

650

1%

Building

$

135 $

53 $

36 $

22 $

90 $

5 $

$

40 $

402

1%

Administration

$

93 $

85 $

10 $

40 $

10 $

10 $

$

388

1%

Parking

$

60 $

85 $

35

$

180

0%

Culture

$

25

$

25

25 $

150

0%

New Park Dev.

$

30 $

$

50

0%

Total

$ 10,864 $ 6,793 $ 9,173 $ 2,989 $ 3,582 $ 2,551 $ 4,972 $ 6,399 $ 3,772 $ 5,812 $ 56,907

100%

337 $

$
373 $

12
374 $

53 $

650 $ 2,500

43 $ 1,825 $

20

26

$

5

$

25

27

$

50

40 $

40 $

21
80 $
$

60
25

$
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Capital Plan By Project Summary



As shown on the previous page:




Harbour/Marina accounts for 26% of the 10-year capital plan
($14.2 million). It should be noted that the model assumes
Provincial/Federal funding for these projects of 2/3rds of the
capital costs.
Roads accounts for 24% of the 10-year capital plan ($13.9
million). This includes:






Annual Resurfacing program totaling $6.8 million over the
next 10 years
Barrett Street Bailey Bridge EA/Design/replacement
totaling $1.6 million



Lakeshore Rd rehab-phases 1-5 (ward 2) totaling $1.2
million, commencing in 2018



King Street Full Reconstruction in 2013 of $1.2 million

Facility Renewal accounts for 12% of the 10-year capital plan
($6.8 million) including $5.3 million for the expansion of the
JBSC







Rolling Stock accounts for 11% of the 10-year capital plan
($6.8 million) including:


$1.9 million in Fire including the replacement of a pumper
in 2015 and 2017 and a Rescue Truck in 2018 and 2019



$0.6 million in Police as part of the annual vehicle
replacement program



$0.5 million for the library book replacement program



A number of large public works vehicles and equipment
including tandem trucks, a grader and a street sweeper

New Facilities account for 6% of the 10-year capital plan
($3.3 million) including:


$0.4 million for a fire training tower in 2014



$2.9 million related to the study and construction of a
Seniors’ Centre with the Study commencing in 2013 and
construction planned for 2015

Facility Upgrades account for 3% of the 10-year capital plan
($1.9 million) largely attributed to fire station upgrades in 2014
as well as a station expansion of station 2

Note: Police headquarters was included in the 2012 budget and
as such has been excluded from the 10 year forecast. Debt
charges have been incorporated in the operating budget.
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Capital Financing and Funding Gap
As shown in the table below, based on existing assumptions with
respect to Capital Reserve availability, capital from taxation, grants,
Federal Gas Tax revenues, interest and debt, there is a funding
shortfall of approximately $5.7 million over the 10 year period which
is equivalent to approximately 10% of the total capital
requirements.

The following graph reflects the funding gap over the 10 year
period.

Cumulative Funding Gap
(000’s)

$6,000
$5,000
$4,000
$3,000

Capital Financing (000s) 10 Year Capital % of Total
Capital from Taxation

$

9,773

17%

Federal Gas Tax

$

5,030

9%

Interest From Reserves

$

954

2%

LLRW Interest

$

6,918

12%

Reserves

$

15,136

27%

Debt

$

3,100

5%

Grants

$

10,302

18%

Unfinanced

$

5,695

10%

Total

$

56,907

100%

$2,000
$1,000
$‐
2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

No funding gap exists in 2013-2014 as the balance of the Capital
Reserves was utilized.

It should be further noted that this analysis fully utilized all Capital
Reserve available balances (excluding the LLRW Reserve). This is
done for illustrative purposes only as it is not recommended that
the Municipality fully deplete Capital Reserves at any time.
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Strategic Financial Plan
Forecast Options to Consider
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Op ons to Consider



Reducing the capital program requirements through capital
prioritization. As shown in this section of the report, there are
a number of new initiatives that may not be affordable when
asset renewal requirements are considered. The Municipality
may need to revisit the planned capital projects to strike the
right balance between asset renewal and new initiatives.



Instituting a user fee surcharge for the replacement of
recreation facilities. This could generate additional funds that
would be directed to the renewal of these assets.



Additional grant funding would help offset the capital
program costs, should these funds become available. In
keeping with past practices, staff and Council will continue to
seek out opportunities to leverage funding from other levels of
government where there is alignment with the community’s
priorities.



Public-private partnerships may offer an opportunity to fund
future capital programs to meet community needs.



Sale of Surplus Lands/Properties would offer one time
funding for the capital program and has not been incorporated
into the analysis.

Addressing the Infrastructure Funding Gap
Options have been jointly developed by staff and Council to
address the funding shortfall. These include:




Issuing additional debt to address the infrastructure funding
gap up to the recommended policy limit of debt charges of
10% of total own source revenues (excluding water/
wastewater). Debt charges as a percentage of own source
revenues is low throughout the forecast in the Base Model.
There is an opportunity to issue more debt to address funding
shortfalls but this must be balanced in terms of the impact on
the operating budget.
Increasing reserve contributions/capital from taxation by
implementing policy recommendations to gradually increase
contribution to fund the renewal of assets based on a rate
which reflects the consumption of that asset by current
taxpayers. As discussed earlier in the report, Capital from
Taxation has decreased in recent years and the overall
contribution to the capital program is below recommended
levels. However, any increase in capital contributions will
have an impact on the Municipality’s levy unless savings or
program reductions are made to offset the capital program.
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Alternative Scenarios



The Base Model that was presented in the previous section of the
report highlighted a number of issues and challenges. This
section of the report provides alternative forecast scenarios to
provide a better understanding of the potential options that
Council may wish to consider. Models were developed to:


Model 1—Provides an indication on the operating and capital
budget if a 2% annual increase in taxes were implemented.
This model has significant impacts on the operating budget,
programs and the capital available. This model does not
appear to be realistic given the budget pressures that the
Municipality is facing, the fixed nature of many of the operating
expenditures and the future capital available.
This model
includes the following actions:


Eliminating the Capital from Taxation by 2016, with
significant reductions beginning in 2013



Eliminating any new debt issuance (e.g. Jack Burger
Sports Centre and Fire hall)



Requiring significant program efficiencies and program
reductions every year at an increasing pace



Maintaining the LLRW operating budget funding at 2012
levels of $0.5 million which reduces availability for capital



Model 2—Provides an indication on the operating and capital
budget if a 3.5% annual increase in taxes was implemented.
This model includes the following actions:


Reducing the Capital from Taxation below existing funding
levels



1% program efficiencies/reductions every year



Reducing the LLRW operating budget funding by $50,000
a year for 10 years

Model 3—Provides an indication on the operating and capital
budget if a 5% annual increase in taxes was implemented. As
will be shown in this section of the report, this is a realistic plan
which will achieve a number of benefits including closing the
capital funding gap by $7.5 million and smoothing the tax rate
increase while still providing an opportunity to fund a
significant portion of the capital program. This gradually
increases the contributions to the capital program in line with
industry best practices whereby contributions would align with
the rate at which assets are used.
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Model 3 includes the following strategies:


Adjusting the capital from taxation timing with an overall
increase of $2.4 million in capital contributions from the
Base Model



Additional debt issuance of $4.8 million to help address
more of the infrastructure gap



Implementing a 5% annual surcharge on recreation user
fees to help set aside funds for the capital replacement/
refurbishment of recreation assets which would generate
an additional $0.4 million in revenues
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Model 1 Forecast - Departmental Summary 2013-2022
Budget Modifications Required

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Non‐Departmental
$ ( 1,167 ) $ ( 1,120 ) $ ( 1,078 ) $ ( 1,040 ) $ ( 1,005 ) $ ( 974 ) $ ( 946 ) $ ( 920 ) $ ( 897 ) $ ( 875 )
286 $
293
Council
$
242 $
247 $
252 $
258 $
263 $
269 $
274 $
280 $
CAO/Corporate Services/Admin $ 1,108 $ 1,134 $ 1,160 $ 1,187 $ 1,215 $ 1,244 $ 1,274 $ 1,305 $ 1,336 $ 1,369
Human Resources

$

147 $

150 $

153 $

157 $

160 $

163 $

167 $

170 $

174 $

178

Finance

$

601 $

614 $

628 $

642 $

656 $

671 $

685 $

701 $

716 $

732

Fire

$

1,359 $

1,402 $

1,445 $

1,487 $

1,579 $

1,613 $

1,649 $

1,685 $

1,722 $

1,760

Parks Recreation and Culture

$

1,836 $

1,924 $

1,985 $

2,047 $

2,111 $

2,178 $

2,246 $

2,318 $

2,392 $

2,468

Planning and Development

$

394 $

404 $

414 $

424 $

434 $

444 $

455 $

466 $

477 $

489

Works and Engineering

$

3,684 $

3,801 $

3,918 $

4,037 $

4,179 $

4,301 $

4,427 $

4,557 $

4,690 $

4,827

Economic Development

$

550 $

562 $

575 $

587 $

601 $

614 $

628 $

642 $

657 $

671

Police

$

4,942 $

5,354 $

5,498 $

5,647 $

5,799 $

5,956 $

6,119 $

6,287 $

6,459 $

6,638

Library

$

634 $

649 $

665 $

681 $

698 $

715 $

733 $

751 $

770 $

789

Capital from Taxation/Reserves $

500 $

194 $

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

New Debt Charges
$
Operating Efficiencies/Program
Reductions
$

‐

‐

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

$

‐

( 116 ) $

( 319 ) $

( 329 ) $

( 535 ) $

( 812 ) $ ( 1,015 ) $ ( 1,220 ) $ ( 1,432 ) $ ( 1,649 ) $ ( 1,874 )

LLRW Offset

$

( 517 ) $

( 517 ) $

( 517 ) $

( 517 ) $

( 517 ) $

% Levy Change
Cumulative Funding Gap

$

2.0%
2,500 $

2.0%
3,100 $

2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
2.0%
8,482 $ 10,208 $ 12,025 $ 13,218 $ 15,225 $ 18,847 $ 20,105 $ 22,050

$

$

( 517 ) $

( 517 ) $

( 517 ) $

( 517 ) $

( 517 )

As shown above, Model 1 forecast reflects an increase of 2% on the net levy in every year over the forecast period with significant changes to
the capital contributions and would require significant operating efficiencies and program reductions beyond what is likely achievable or
acceptable from a community perspective. Further, this results in an infrastructure funding gap of $22 million over the 10 year forecast.
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Model 2 Forecast - Departmental Summary 2013-2022
Budget Modifications Required
Non‐Departmental
Council
CAO/Corporate Services/Admin

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
$ ( 1,167 ) $ ( 1,120 ) $ ( 1,078 ) $ ( 1,040 ) $ ( 1,005 ) $ ( 974 ) $ ( 946 ) $ ( 920 ) $ ( 897 ) $ ( 875 )
286 $
293
$
242 $
247 $
252 $
258 $
263 $
269 $
274 $
280 $
$ 1,108 $ 1,134 $ 1,160 $ 1,187 $ 1,215 $ 1,244 $ 1,274 $ 1,305 $ 1,336 $ 1,369

Human Resources

$

147 $

150 $

153 $

157 $

160 $

163 $

167 $

170 $

174 $

178

Finance

$

601 $

614 $

628 $

642 $

656 $

671 $

685 $

701 $

716 $

732

Fire

$

1,359 $

1,402 $

1,445 $

1,487 $

1,579 $

1,613 $

1,649 $

1,685 $

1,722 $

1,760

Parks Recreation and Culture

$

1,836 $

1,924 $

1,985 $

2,047 $

2,111 $

2,178 $

2,246 $

2,318 $

2,392 $

2,468

Planning and Development

$

394 $

404 $

414 $

424 $

434 $

444 $

455 $

466 $

477 $

489

Works and Engineering

$

3,684 $

3,801 $

3,918 $

4,037 $

4,179 $

4,301 $

4,427 $

4,557 $

4,690 $

4,827

Economic Development

$

550 $

562 $

575 $

587 $

601 $

614 $

628 $

642 $

657 $

671

Police

$

4,942 $

5,354 $

5,498 $

5,647 $

5,799 $

5,956 $

6,119 $

6,287 $

6,459 $

6,638

Library

$

634 $

649 $

665 $

681 $

698 $

715 $

733 $

751 $

770 $

789

Capital from Taxation/Reserves

$

639 $

127 $

59 $

52 $

12 $

26 $

60 $

104 $

157 $

218

New Debt Charges

$

‐

$

174 $

222 $

219 $

217 $

213 $

211 $

207 $

204 $

201

User Fee Recreation Transfer to Reserves

$

40 $

40 $

41 $

41 $

42 $

42 $

43 $

43 $

44 $

44

Recreation Surcharge
Operating Efficiencies/Program
Reductions

$

( 40 ) $

( 40 ) $

( 41 ) $

( 41 ) $

( 42 ) $

( 42 ) $

( 43 ) $

( 43 ) $

( 44 ) $

( 44 )

$

( 99 ) $

( 102 ) $

( 105 ) $

( 108 ) $

( 112 ) $

( 115 ) $

( 118 ) $

( 121 ) $

( 125 ) $

( 128 )

LLRW Offset

$

( 467 ) $

( 417 ) $

( 367 ) $

( 317 ) $

( 267 ) $

( 217 ) $

( 167 ) $

( 117 ) $

( 67 ) $

( 17 )

% Change
Cumulative Funding Gap

$

3.5%
‐
$

3.5%
‐
$

3.5%
4,809 $

3.5%
6,242 $

3.7%
7,755 $

3.4%
3.5%
3.5%
3.5%
3.5%
8,580 $ 10,135 $ 13,210 $ 13,817 $ 15,000

As shown above, Model 2 forecast reflects an average increase of 3.5% on the net levy in every year over the forecast period with reductions
to the capital contributions and would require operating efficiencies/program reductions of 1% each year over the forecast period. This results
in an infrastructure funding gap of $15 million.
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Model 3 Forecast - Departmental Summary 2013-2022
Budget Modifications Required
Non‐Departmental
Council
CAO/Corporate Services/Admin

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
Budget
$ ( 1,167 ) $ ( 1,120 ) $ ( 1,078 ) $ ( 1,040 ) $ ( 1,005 ) $
( 974 ) $
( 946 ) $
( 920 ) $
( 897 ) $
( 875 )
286 $
293
$
242 $
247 $
252 $
258 $
263 $
269 $
274 $
280 $
$
1,108 $
1,134 $
1,160 $
1,187 $
1,215 $
1,244 $
1,274 $
1,305 $
1,336 $
1,369

Human Resources

$

147 $

150 $

153 $

157 $

160 $

163 $

167 $

170 $

174 $

178

Finance

$

601 $

614 $

628 $

642 $

656 $

671 $

685 $

701 $

716 $

732

Fire

$

1,359 $

1,402 $

1,445 $

1,487 $

1,579 $

1,613 $

1,649 $

1,685 $

1,722 $

1,760

Parks Recreation and Culture

$

1,836 $

1,924 $

1,985 $

2,047 $

2,111 $

2,178 $

2,246 $

2,318 $

2,392 $

2,468

Planning and Development

$

394 $

404 $

414 $

424 $

434 $

444 $

455 $

466 $

477 $

489

Works and Engineering

$

3,684 $

3,801 $

3,918 $

4,037 $

4,179 $

4,301 $

4,427 $

4,557 $

4,690 $

4,827

Economic Development

$

550 $

562 $

575 $

587 $

601 $

614 $

628 $

642 $

657 $

671

Police

$

4,942 $

5,354 $

5,498 $

5,647 $

5,799 $

5,956 $

6,119 $

6,287 $

6,459 $

6,638

Library

$

634 $

649 $

665 $

681 $

698 $

715 $

733 $

751 $

770 $

789

Capital from Taxation/Reserves

$

697 $

356 $

477 $

629 $

744 $

1,053 $

1,413 $

1,808 $

2,234 $

2,702

New Debt Charges

$

‐

$

174 $

222 $

270 $

318 $

366 $

414 $

461 $

509 $

557

User Fee Recreation Transfer to Reserves

$

40 $

40 $

41 $

41 $

42 $

42 $

43 $

43 $

44 $

44

Recreation Surcharge

$

( 40 ) $

( 40 ) $

( 41 ) $

( 41 ) $

( 42 ) $

( 42 ) $

( 43 ) $

( 43 ) $

( 44 ) $

( 44 )

LLRW Offset

$

( 417 ) $

( 317 ) $

( 217 ) $

( 117 ) $

( 17 ) $

% Change
Cumulative Funding Gap

$

5.0%
‐
$

5.0%
‐
$

5.0%
3,184 $

5.0%
3,240 $

5.0%
3,172 $

‐

$

5.0%
2,572 $

‐

$

5.0%
1,972 $

‐

$

5.0%
2,212 $

‐

$

5.0%
1,612 $

‐
5.0%
1,012

As shown above, Model 3 forecast reflects an increase of 5% on the net levy in every year over the forecast period. This results in a funding
gap for capital of $1 million.
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Contributions to Capital Program Comparison

Levy Increase Comparison


As shown above, the Base Model forecast has high levy
increases in the early years of the forecast, declining to
approximately 2.9% from 2018 onward



Model 1 has an annual net levy increase of 2.0%



Model 2 has an annual net levy increase of 3.5%



Model 3 has an annual net levy increase of 5.0%



As shown above, the capital contributions in the Base Model
stays flat throughout the forecast period which is not
recommended as this will increase the funding gap as new
assets are constructed and existing assets age.



Model 1 and Model 2 significantly reduce the contributions to
the capital program, well below existing levels and this is not
sustainable.



Model 3 begins to increase the contributions from 2018
onward from the existing 2012 levels.
By 2022, the
contributions to the capital program are at levels that
approximately meet replacement requirements.
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Debt Charges as % of Own Source Revenues Comparison

Infrastructure Funding Gap Comparison

4.5%
4.0%
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%

Base Model

Model 1

Model 2

Model 3

0.5%
0.0%
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022



The Base Model funding gap grows to $5.7 million



The Model 1 funding gap grows to $22 million



The Model 2 funding gap growths to $15 million.



The Model 3 funding gap grows to $1 million, closing the gap
by $4.7 million from the Base Model through increased
reserve contributions and the issuance of additional debt



The debt charge ratio in the Base Model reduces over the
forecast period.



Model 1 eliminates all new debt to achieve a 2% net levy
increase. This does not effectively use debt.



Model 2 maintains the same debt issuances as the Base
Model but has a higher debt charge ratio due to a lower own
source revenue base.



Model 3 debt charge ratio remains below 4% throughout the
forecast period, well below the recommended 10% ceiling.
This provides additional flexibility to fund the capital program
and use debt effectively in accordance with the recommended
policies and strategies.
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Summary
The Municipality of Port Hope is proactively planning for its future
by developing forecasts to identify the future implications of
decisions made today. Sustainability, by definition, focuses on
the ability to maintain an activity over an extended time horizon.
To ensure that the Municipality is operating on a sustainable
basis, the Municipality’s multi-year forecast attempts to allocate
the limited resources available to achieve the Municipality’s
objectives and establish priorities.
Council has consistently considered increasing taxes as a last
resort. Through prudent policies, tight budget guidelines and
strong leadership, the Municipality provides value to residents
with high quality services. However, there are many challenges.
Expenditures, many of which are uncontrollable, are increasing at
a rate faster than inflation, previous capital commitments (or
planned) will result in increased debt charges over the forecast,
government grants and other revenues are decreasing. In
addition, more resources need to be applied to ensure that
existing assets are prudently maintained and support the
provision of services at desired levels.
Information from the SFP indicates that Port Hope cannot sustain
both its future financial commitments and current service levels
without an increase in property taxes. Three models plus the
base model were presented in the SFP to provide a range of
options and alternatives in terms of operating and capital funding.

The impact on the levy varies depending on the decisions of
Council.
Establishing the most appropriate SFP for the
Municipality relies on Council’s continued decision-making and
leadership to meet the community’s needs while maintaining tax
levels at rates that are affordable. With limited funds available,
this requires prioritization of goals and objectives.
Budget prioritization is a philosophy of how to budget scarce
resources which follows a structured, although flexible, step-bystep approach to evaluate various program and service offerings,
to ensure alignment with strategic priorities and the community
demand for and willingness to pay for services.
The philosophy of priority-driven budgeting is based on the
assumption that there are insufficient resources to fund all
programs and services and, therefore, resources should be
allocated according to how effectively a program or service
achieves the goals and objectives that are of greatest value to the
community. In a priority-driven approach, a municipality identifies
its most important strategic priorities, and then, through a
collaborative, evidence-based process, ranks programs and
services (operating and capital) according to how well they align
with the priorities. The municipality then allocates funding in
accordance with the ranking. Budgeting based on priorities
represents a fundamental change in the way resources are
allocated.
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Budget prioritization has been a long standing practice of Council
and staff and will continue to be required to achieve the
Municipality’s vision for a financially sustainable future. Port Hope
is committed to undertaking budget prioritization in keeping with
best practices, as identified by GFOA. This philosophy includes a
number of steps:






Prioritize Services - Evaluating the relative importance of
individual programs and services rather than entire
departments.
Do the Important Things Well and Cut Back on the Rest In a time of revenue decline or a desire to hold the line on
property tax increases, a traditional budget process often
attempts to continue funding all the same programs it funded
last year, albeit at a reduced level (e.g. across-the-board
budget cuts). Priority-driven budgeting identifies the services
that offer the highest value and continues to provide funding
for them, while reducing service levels, divesting, or potentially
eliminating lower value services.
Question Past Patterns of Spending - An incremental
budget process doesn’t seriously question the spending
decisions made in years past whereas a priority-driven budget
puts all the money on the table to encourage more creative
conversations about services.



Spend within the Municipality’s Means - Priority-driven
budgeting starts with the revenue available to the municipality,
rather than last year’s expenditures, as the basis for decision
making.



Know the True Cost of Doing Business – This ensures that
the full costs of programs and services are identified to
support informed decision-making.



Provide Transparency of Community Priorities - When
budget decisions are based on a well-defined set of
community priorities, the municipality’s aims are not left open
to interpretation.



Provide Transparency of Service Impact - In traditional
budgets, it is often not entirely clear how funded services
make a real difference in the lives of community. A prioritydriven budget focuses on the results the service produces for
achieving community priorities.



Demand Accountability for Results - Traditional budgets
focus on accountability for staying within spending limits.
Beyond this, priority-driven budgeting demands accountability
for results that were the basis for a service’s budget allocation.
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