CITY OF ST. ALBERT St Alber, AB TN 579

File #: AR-18-218, Version: 1

TAMRMS#: B09
Budget and Tax Guiding Principles RMR Amendment
Presented by: Diane McMordie, Director of Financial Services

RECOMMENDATION(S)

That the Governance, Priorities and Finance Committee recommend to Council that the amendments
to City Council Policy C-FS-05 Budget and Taxation Guiding Principles, prgyded as an attachment to
the May 14, 2018 agenda report titled “Budget and Taxation Guiding Prk& RMR amendment”,

be approved. &

PURPOSE OF REPORT
To make amendments to policy C-FS-05 Budget and Taxatlorsg?mg Principles to allow for final

approval for RMR charters and funding for the upcomlng t ear

COUNCIL (OR COMMITTEE) DIRECTION %

N/A \

BACKGROUND AND DISCUSSION ; :

Several years ago, Council approved a significant positive amendment to Council Policy C-FS-05

Budget and Taxation Guiding Principles t
charters approximately 6 months in adya

for the review and tentative approval of the RMR
of the following taxation year. The sections from the

19.d.i Repair, Maintain, Repl
levels that are requi
of existing infrast

) - Capital initiatives that relate to maintaining current service
ifecycle plans and are considered a replacement or rehabilitation
, facilities, and equipment.

19.f  Council shall rev&/ and approve the RMR Capital Budget approximately six months prior to
the next fiscal year so that preparatory work and applications can be completed and be made
available at the beginning of the next approved budget year.

While expenditures relating to these RMR projects will not be incurred until final approval of
the corporate business plan and budget, significant effort is expended based on this early pre
-approval. Amendments and/or ultimate non-approval of these projects at a later date may
result in loss of this productivity.

Complete project charters supporting the 10-year RMR capital plan will be provided to
Council as part of the review process.

There are several positive outcomes to an early review and tentative pre-approval of RMR charters in
late spring:
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e Preparatory work can begin on equipment purchases and construction planning such as
preparing tendering document and planning staff capacity.

e Tenders can be released immediately as of January 1
e Separates the workload for staff and Council to avoid a longer budget process in November.

While a very progressive concept, there are a few elements related to the execution of the policy that
create barriers to a fully efficient process:

i.  Under the current policy, the approval is only tentative in nature meaning that Council reserves
the right at budget time, to un-fund any project that had been tentgtively approved. Given
that significant staff resources are deployed in the preparatory there is risk of a loss of
productivity should this occur.

ii. The current policy limits the extent to which preparatory wcx%n be completed. The issuing
of tender documents and purchase orders creates a ligation for the City, so even
though the goods and services will not be receive JMafter January 1!, we are unable to
issue any purchasing documents until after the}% et’is formally approved (unless the
documents include language to the effect th nding is contingent on budget approval -
contingency that creates uncertainty for veﬁ%. If we elect to hold back the procurement
process until year-end budget approval, @ lowing lost opportunities arise:

there is a commitment t ase before December 31'. Under the current policy
we are unable to iss;e\\s e purchase order and as such are missing out on
potential dlscount

e For many equipment related Erc‘h&ses, vendors quite often offer financial incentives if

e For “winter” type oq%p ent, if we are unable to start the tender process until January,
the equipm | typically not arrive until after, or very late, in the spring making it
unusabl@ﬂ ate in the year. With a formal approval in June, we would have the
oppordupity to have the needed equipment arrive in early January and be able to put
into us |ght away.

e For construction projects, especially where there is pre-design and/or engineering work
to be done, the ability to get this portion of the work started earlier in the year
potentially extends the time available during the construction season to complete
the project.

In order to capitalize on the additional potential benefits available, Administration is recommending
that the policy be amended to indicate that in the spring, Council provides official and final approval
of the upcoming year’'s RMR budget. Specific recommended wording changes are provided with the
attachments.

IMPLICATIONS OF RECOMMENDATION(S)
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Financial:

Provides final approval of the upcoming years RMR budget. This component of the budget will not
be brought forward nor considered during the November/December budget deliberations. Policy
change creates opportunity for financial savings and efficient project planning.

Legal / Risk:

This amendment allows Administration to issue binding procurement documents prior to the end of
the year, with the receipt of goods and services (and payment therefor) scheduled for the following
fiscal year. Certainty of deliverables is assured for both parties.

Program or Service:
None at this time

Organizational: g{
Continues to support efficiencies in staff and Council resources by se‘& ng the budget process
into two different timeframes.

ALTERNATIVES AND IMPLICATIONS CONSIDERED ®

1. Do not approve changes to the policy. This w hat Administration would be required
to wait to issue procurement documents unt|I anuary 18t and incur the opportunity costs
of foregone discounts and construction deI@

Report Date: May 14, 2018
Author(s): Diane McMordie

Committee/Department: Financial Services 0%

General Manager: Michelle Bonnici

City Manager: Kevin Scoble
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CITY OF ST. ALBERT

CITY COUNCIL POLICY

NUMBER TITLE

C-FS-05 Budget and Taxation Guiding Principles

ORIGINAL APPROVAL DATE DATE LAST REVISED
September 2, 2003 April 23, 2018
Purpose

To establish principles for the preparation of budgets and property taxation levies in
accordance with the Municipal Government Act. In some cases these principles will
stand alone, while in others the principles are excerpts from separate policies
established by Council.

Policy Statement

The City shall follow the principles established by this policy in the development of
the budget and property taxation levies.

Service Standards/ Expectations

1. Budgets shall be developed in a consistent and planned manner and take
into consideration the impacts on future years and the City's ability to fund
those impacts.

2. Municipal and Utility operating budgets/forecasts shall be prepared for
Council for a rolling three (3) year period for information. Council will debate
and approve year 1 of the plan.

3. Municipal and Utility capital budgets shall be prepared and approved by
Council for a rolling ten (10) year period and Administration shall be given
approval to execute on year one (1) of the plan.

4. The City shall maintain a fair, transparent, and competitive system in
determination of:

a. Municipal property taxation, and
b. Utility rates

City of

Y
Page 1 of 10 | City Council Policy | C-FS-05 Budget and Taxation Guiding (Sf %g/’f

. . “ultivate Life
Principles CultvatelL



while collecting the necessary revenue to meet municipal and utility program and
service obligations.

5. The approved operating and capital budgets shall serve as the financial plan
for the City and provide Administration with the direction and resources
necessary to accomplish Council’s strategic direction and Council approved
services and service levels in accordance with the Services and Service
Levels Inventory, provided as Schedule 1.

6. The Corporation uses a set of guidelines, principles and policies to develop
the annual budget and determine the required municipal tax and utility rates.
Council approves these rates through the property tax and utility by-laws.

7. The City is committed to the preservation and long term viability of its current
infrastructure and as such commits available capital dollars towards the
repair, maintenance and replacement of existing assets prior to
consideration of new capital growth projects and assets.

8. The City shall, where possible, endeavor to decrease the reliance on

residential property taxes, by enabling annual taxable assessment growth to
effect change to the municipal property tax split.

Budget Guiding Principles

9. Multi-Year Planning

The City utilizes a multi-year planning method to enhance and improve the
budget process that reinforces the commitment to long-term fiscal strategies.
Although the budget is approved for one year, this multi-year view communicates
the short and long term plans to residents and other stakeholders.

10. Base Budget

The operating budget shall be developed based on the principle of sustaining
established and Council approved services and service levels. As such, the
previous year is used as the starting point with various factors including inflation
and other corporate adjustments.

The Services and Service Levels Inventory as attached to this policy shall serve
as the basis for the development of the proposed budget. Council shall review
the Services and Service Levels Inventory annually and make any amendments
to services and service levels prior to the development of the proposed budget
for the year in which the amendments are to be implemented.

The Services and Service Levels Inventory shall be used as a basis for the
development of new Business Cases and/or Capital Charters to maintain and/or,
when approved by Council, amend service levels.
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11. Balanced Budget

The City shall adopt a balanced budget whereby operating revenues are equal to
operating expenditures for each year. The approved budget may be amended to
reflect approved Council motions.

12. Operating Business Cases and Capital Charters

As part of the annual business planning and budgeting process, Council
Members and Administration shall have the opportunity to submit requests for
new resources/non-capital projects and associated funding through Operating
Business Cases (OBC) and request for capital projects and associated funding
through Capital Charters (CC).

Administration shall maintain a prioritization criteria matrix for both Operating
Business Cases and Capital Charters. All OBC’s and CC’s, whether Council
Member or Administration initiated, will be ranked by Administration through the
prioritization criteria, and dependent on the available funding in each category,
may be recommended by approval and funding to Council in the proposed
budget.

13. New Permanent Staffing Requests

When a new staffing request is being recommended, a separate business case
shall be presented to Council. Only in unique circumstances will such a request
be considered during the course of the year. A business case relating to a new
staffing request shall be based on a start date of April 1 and be budgeted at step
three (3) on the appropriate salary grid level or an equivalent as defined within
the relevant collective agreement.

14. Tax and Utility Rate Stabilization Strategies

The City shall implement strategies to ensure that the tax and utility rates are
stabilized and to mitigate fluctuations over the long term.

a. Capital Funding Formula

The City’s capital funding strategy is based on a Capital Funding Formula that
ensures the current and long term infrastructure needs will be met without
significant impact to municipal taxes.

The Capital Funding Formula is a base budgeted amount built into the
operating budget consisting of three components:

i. Long term debt —an amount equal to the actual amount of principal
and interest due in a given year to fulfill the City’s debt obligations.
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ii. Capital asset lifecycle reserves — an amount equal to the planned
funding required for a given year as determined by the supporting
schedules of the various lifecycle reserves.

iii. Pay-as-you-go (PAYG) — the residual of the amount of the Capital
Funding Formula less the allocations for the first two components and
is rebalanced annually.

If the need for an increase/decrease to the Capital Funding Formula is
determined, a business case will be brought forward for Council review as
part of the annual budget process.

b. New Assessment Growth

i. New assessment growth is defined as the anticipated future property
tax revenue for new residential/non residential building construction
forecasted for the following budget year.

ii. The City shall apply new assessment growth revenue through a
balanced approach of 70% growth revenue to fund new initiatives
(business cases and/or capital charters) and 30% to offset the base
budget property tax requisition.

iii. Any portion of the 70% of growth revenue not applied to business
cases or capital charters during the budget process shall be
transferred to the Growth Stabilization Reserve.

iv. An annual budgeted transfer to the Growth Stabilization Reserve will
be included as part of the base budget to recognize the prior years
assessment growth transfer to a maximum of $2.5 million.

v. Application of prior years assessment growth revenue may be
considered if the proposed annual tax rate increase is in excess of
3.5%. The funds approved by Council for withdrawal from the prior
years unallocated assessment growth shall be only the amount
required to limit the tax rate increase to 3.5%.

vi. Assessment Growth revenue collected in a given year and not applied
against the tax base as per v. above shall be made available for use for
one-time operating or capital expenditures at Council’s direction.

c. Reserves

i. Reserves and reserve funds are established as required and
maintained in accordance with their respective policy as determined by
Council. Use of reserves is planned and is not considered as an
alternate-funding source in place of good financial practice.
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ii. The Budget will allocate an appropriate level of funds to Reserves in
order to maintain services throughout economic cycles, mitigate
unexpected events/expenditures and to stabilize tax and utility rates
during periods of growth.

15. Utility Budget

The utility budget shall be funded by user rates and achieve financial
independence and sustainability in accordance with the Utility Fiscal Policy.

16. Public Participation
Council shall engage the public prior and during the budget process when
required by established policies with support from the City. Public input will be
taken into consideration during the development of the proposed budget and in
Council’s deliberation of the proposed budget.

17. Revenues

a. Revenue Estimates

Operating revenue projections shall be based on actual historic trends,
supplemented with additional knowledge of future expectations.

b. Revenue Diversification

i. The City shall charge fees for services where applicable and cost
effective to do so.

ii. The City shall charge fines as permitted through policy, by-law or other
legislation.

iii. The City shall strive to maximize cost recovery where it is applicable
and cost effective to do so. Consideration will be given to regional
competitiveness and user affordability.

iv. The City shall continuously seek new and diverse revenues so as to
limit the dependence on one or only a few sources and in order to
maintain approved service levels.

c. One Time Revenues, Surpluses and Unpredictable Revenue

One time revenues and surpluses and unpredictable revenue shall not be
relied upon to fund ongoing expenditures, unless otherwise noted in the
Financial reserve policy/schedules. This could result in annual expenditure
obligations that may not have adequate funds available for future years.

In the event of an operating surplus/deficit, funds will applied to/from:
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Reserves, municipal and/or utility, for use in maintaining reserve levels
set by Council policy; or

one-time expenditures; or

repayment of outstanding debt.

Unconditional New Operating Revenues

When the City creates or receives a stable, lasting and unconditional
revenue source, the City Manager shall present an operating business
case to Council. The business case shall recommend either new
programs/services, supplements to existing programs/services, additional
debt repayment, or increased reserve allocations.

e. Grant Revenue

i. The City will pursue federal, provincial, and private operating grants
but will strictly limit financial support of these programs to avoid
commitments which continue beyond funding availability.

ii. All capital grants are reviewed on an annual basis to ensure the
allocation of funds are fully maximized.

iii. Provincial Municipal Sustainability Initiative (MSI) grant dollars shall be
directed solely to Municipal Capital Projects from the year 2020
onwards. During the approved phase out of MSI from the Utility model
from the year 2016 through 2020, MSI grant dollars shall be allocated
as follows:

2015 &
Prior 2016 2017 2018 2019 2020
Municipal 70% 76% 82% 88% 94% 100%
Utilities 30% 24% 18% 12% 6% 0%
And;
Federal grants of $987,000 annually be allocated to Utilities.
18. Expenses

Operating expense projections shall be based on actual historic trends,
supplemented with additional knowledge of future expectations.

19. Capital Budget
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The City utilizes a rolling 10 Year Capital Plan that provides key strategic
inputs for the upcoming budget year, a framework for the three year
budget plan, and a future outlook of long range capital requirements.

The City shall operate under an asset management framework which
includes the compilation and maintenance of a full asset inventory
including condition assessment and lifecycle plans to support the
maintenance and replacement of assets.

The City shall utilize a facility predictive model to inform growth capital
strategies.

The City utilizes two categories to define its infrastructure needs:

i. Repair, Maintain, Replace (RMR) — Capital initiatives that relate to
maintaining current service levels that are required by lifecycle plans
and are considered a replacement or rehabilitation of existing
infrastructure, facilities, and equipment.

ii. Growth — Capital initiatives that are required to meet future demand
relating to facilities, equipment, technology, and infrastructure for the
development of cultivating and strengthening the community.

The City has several sources of financing available to be used toward
Capital Infrastructure. The funding allocations are comprised of various
Provincial and Federal Grants, City Reserves, and the predetermined
amount of Pay as You Go (PAYG) funds established through the Capital
Funding Formula.

Council shall review and provide final approval of the RMR Capital
Budget approximately six months prior to the next fiscal year. .

This approval shall grant Administration the authority to issue binding
procurement documents such as Request for Proposals, Invitations to
Tender and purchase orders and to award contracts at any time after
final approval is received from Council.

Any contracts awarded will ensure that the goods and/or services will not
be received until after January 1 of the following year when the budget
dollars become available.

Complete project charters supporting the 10 year RMR capital plan will
be provided to Council as part of the review process.

Capital projects relating to Growth will be reviewed during Council’s
deliberation of the subsequent budget year. Complete project charters
supporting the 10 year Growth capital plan will be provided to Council as
part of the review process.
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20.

Budget Amendments

Additional Expenditures and or Revenues

As per the MGA (section 248.2), council authorization is required for
expenditures and/or revenues that are not included in the approved budget.
This includes any new services, programs or projects undertaken.

Taxation Guiding Principles

21.

a.

22.

Municipal Property Tax Split

The annual adjustment to the municipal property tax split will be
determined by the City Manager based on an evaluation of the following
criteria:

i. The amount and weighting of annual taxable assessment growth,

ii. Municipal tax increase differential between the residential and non-
residential property classes,

iii. Comparative annual property tax increases within the Capital Region,
iv. Comparative municipal property tax rates within the Capital Region.

Based on the evaluation criteria above, the City Manager will recommend
to Council an annual adjustment to the general municipal tax split, which
may result in higher average municipal tax increases for the non-
residential property class as compared to the residential property class.

The need for programs, services and associated service levels shall be
the major considerations in determining tax rates; however, comparative
tax rates and municipal tax splits of other municipalities will also be taken
into consideration.

The percentage of the City’s municipal property tax requirement assigned
to the non-residential assessment class shall not decrease over time in
relation to the percentage of the City’s municipal property tax requirement
assigned to the residential assessment class.

The municipal tax rates will be set by Council annually through the
Property Tax Bylaw.

Revenue Neutrality
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The City’s municipal property tax revenues shall not increase automatically
with market assessment increases, in an effort to protect ratepayers from
large shifts in property taxation due to annual market value assessment
changes.

23. This policy shall be reviewed annually by Administration

Legal References

Municipal Government Act Sections 242-249

Cross References

C-CAO-01 City Manager Delegations

CAOQO-17 City of St Albert Community Brand
C-CG-06 Strategic Framework

C-CS-04 Public Art

C-FS-01 Financial Reserves

C-FS-12 Outside Agencies Budget Guiding Principles
C-FS-14 Utility Fiscal Policy

C-FS-16 Municipal Fees and Charges
C-P&E-07 Asset Management

C-FS-02 Investment

C-CAO-15 Program and Service Review Policy

Attachments

Schedule 1 - Services and Service Levels Inventory

REVIEW REVISION
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August 2018 - Financial Services C486-2003 09 02
C187-2005 05 02
C355-2006 07 04
C25-2009 0119
C98-2010 0216
C161-2011 03 07
C220-2012 04 16
C151-2013 04 22
C110-2014 03 03
C453-2014 09 22
C544-2014 12 01
C598-2015 12 03
C424-2016 06 27
AR-17-052 0123
POL-17-009 09 11
CB-18-005 0403
POL-18-007 04 23
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CITY OF ST. ALBERT

CITY COUNCIL POLICY

NUMBER TITLE

C-FS-05 Budget and Taxation Guiding Principles

ORIGINAL APPROVAL DATE DATE LAST REVISED

September 2, 2003 April 23, 2018

Purpose @Q

To establish principles for the preparation of budgets and /rgperty taxation levies in
accordance with the Municipal Government Act. In's ses these principles will

stand alone, while in others the principles are excer m separate policies
established by Council. Q~
Policy Statement é

The City shall follow the principles est l@d by this policy in the development of
the budget and property taxation Ie\u'ei

Service Standards/ Expectati \/

1. Budgets shall be @ ed in a consistent and planned manner and take
into considerati impacts on future years and the City's ability to fund

IN

those impac

2. Munici Utility operating budgets/forecasts shall be prepared for
Coun@o a rolling three (3) year period for information. Council will debate
and approve year 1 of the plan.

3. Municipal and Utility capital budgets shall be prepared and approved by
Council for a rolling ten (10) year period and Administration shall be given
approval to execute on year one (1) of the plan.

4. The City shall maintain a fair, transparent, and competitive system in
determination of:

a. Municipal property taxation, and
b. Utility rates
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while collecting the necessary revenue to meet municipal and utility program and
service obligations.

5. The approved operating and capital budgets shall serve as the financial plan
for the City and provide Administration with the direction and resources
necessary to accomplish Council’s strategic direction and Council approved
services and service levels in accordance with the Services and Service
Levels Inventory, provided as Schedule 1.

6. The Corporation uses a set of guidelines, principles and policies to develop
the annual budget and determine the required municipal tax and utility rates.
Council approves these rates through the property tax and utility by-laws.

7. The City is committed to the preservation and long term viability of its current
infrastructure and as such commits available capital doll towards the
repair, maintenance and replacement of existing ass
consideration of new capital growth projects and a;&

8. The City shall, where possible, endeavor to d the reliance on
residential property taxes, by enabling annu ble assessment growth to
effect change to the municipal property t

Budget Guiding Principles 0\2

9. Multi-Year Planning A

The City utilizes a multi-y: |ng method to enhance and improve the
budget process that relnr@ the commitment to long-term fiscal strategies.
Although the budget ig @ ved for one year, this multi-year view communicates
the short and long t&Mmgp ans to residents and other stakeholders.

10. Base 2{@9
The oper@; udget shall be developed based on the principle of sustaining
ed

establish nd Council approved services and service levels. As such, the
previous year is used as the starting point with various factors including inflation
and other corporate adjustments.

The Services and Service Levels Inventory as attached to this policy shall serve
as the basis for the development of the proposed budget. Council shall review
the Services and Service Levels Inventory annually and make any amendments
to services and service levels prior to the development of the proposed budget
for the year in which the amendments are to be implemented.

The Services and Service Levels Inventory shall be used as a basis for the
development of new Business Cases and/or Capital Charters to maintain and/or,
when approved by Council, amend service levels.

City of
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11. Balanced Budget

The City shall adopt a balanced budget whereby operating revenues are equal to
operating expenditures for each year. The approved budget may be amended to
reflect approved Council motions.

12. Operating Business Cases and Capital Charters

As part of the annual business planning and budgeting process, Council
Members and Administration shall have the opportunity to submit requests for
new resources/non-capital projects and associated funding through Operating
Business Cases (OBC) and request for capital projects and associated funding
through Capital Charters (CC).

Administration shall maintain a prioritization criteria matrix @th Operating
Business Cases and Capital Charters. All OBC’s and C ether Council
Member or Administration initiated, will be ranked by Wistration through the
prioritization criteria, and dependent on the availa ing in each category,
may be recommended by approval and funding %.mcn in the proposed

budget. Q~
&

13. New Permanent Staffing Request

When a new staffing request is bein@ommended, a separate business case
shall be presented to Council. OQ.N’:\ unique circumstances will such a request
f

be considered during the coursg of the year. A business case relating to a new
staffing request shall be b %{ a start date of April 1 and be budgeted at step
three (3) on the appropriate‘satary grid level or an equivalent as defined within
the relevant collective ent.

14. Taxand Uﬁu&ate Stabilization Strategies

The City sh ement strategies to ensure that the tax and utility rates are
stabilized mitigate fluctuations over the long term.

a. Capital Funding Formula

The City’s capital funding strategy is based on a Capital Funding Formula that
ensures the current and long term infrastructure needs will be met without
significant impact to municipal taxes.

The Capital Funding Formula is a base budgeted amount built into the
operating budget consisting of three components:

i. Long term debt —an amount equal to the actual amount of principal
and interest due in a given year to fulfill the City’s debt obligations.

City of
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ii. Capital asset lifecycle reserves — an amount equal to the planned
funding required for a given year as determined by the supporting
schedules of the various lifecycle reserves.

iii. Pay-as-you-go (PAYG) — the residual of the amount of the Capital
Funding Formula less the allocations for the first two components and
is rebalanced annually.

If the need for an increase/decrease to the Capital Funding Formula is
determined, a business case will be brought forward for Council review as
part of the annual budget process.

b. New Assessment Growth

i. New assessment growth is defined as the antic@uture property

tax revenue for new residential/non residential bi construction
forecasted for the following budget year. &

ii. The City shall apply new assessment gr, venue through a
balanced approach of 70% growth re to fund new initiatives
(business cases and/or capital ch nd 30% to offset the base

budget property tax requisition.

iii. Any portion of the 70% of evenue not applied to business
cases or capital charter the budget process shall be
transferred to the GrowlStabilization Reserve.

iv. An annual budget@ﬁﬂsfer to the Growth Stabilization Reserve will
be included asa the base budget to recognize the prior years
assessment transfer to a maximum of $2.5 million.

N
v. Applic }Aof prior years assessment growth revenue may be
' d if the proposed annual tax rate increase is in excess of
- The funds approved by Council for withdrawal from the prior
ars unallocated assessment growth shall be only the amount
required to limit the tax rate increase to 3.5%.

vi. Assessment Growth revenue collected in a given year and not applied
against the tax base as per v. above shall be made available for use for
one-time operating or capital expenditures at Council’s direction.

c. Reserves

i. Reserves and reserve funds are established as required and
maintained in accordance with their respective policy as determined by
Council. Use of reserves is planned and is not considered as an
alternate-funding source in place of good financial practice.
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ii. The Budget will allocate an appropriate level of funds to Reserves in
order to maintain services throughout economic cycles, mitigate
unexpected events/expenditures and to stabilize tax and utility rates
during periods of growth.

15. Utility Budget

The utility budget shall be funded by user rates and achieve financial
independence and sustainability in accordance with the Utility Fiscal Policy.

16. Public Participation

Council shall engage the public prior and during the budget process when
required by established policies with support from the City. Public input will be
taken into consideration during the development of the prop budget and in

Council’s deliberation of the proposed budget. @

17. Revenues 0
a. Revenue Estimates ®
bas

Operating revenue projections shall&g ed on actual historic trends,
supplemented with additional kn@ge of future expectations.

b. Revenue Diversification ! Q

i. The City shall charge fees for services where applicable and cost
effective to do s é

ii. The City sh ge fines as permitted through policy, by-law or other

Iegislatio&\
iii. The Gigf shall strive to maximize cost recovery where it is applicable

effective to do so. Consideration will be given to regional
etitiveness and user affordability.

iv. The City shall continuously seek new and diverse revenues so as to
limit the dependence on one or only a few sources and in order to
maintain approved service levels.

c. One Time Revenues, Surpluses and Unpredictable Revenue

One time revenues and surpluses and unpredictable revenue shall not be
relied upon to fund ongoing expenditures, unless otherwise noted in the
Financial reserve policy/schedules. This could result in annual expenditure
obligations that may not have adequate funds available for future years.

In the event of an operating surplus/deficit, funds will applied to/from:
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i. Reserves, municipal and/or utility, for use in maintaining reserve levels
set by Council policy; or

ii. one-time expenditures; or

iii. repayment of outstanding debt.

d. Unconditional New Operating Revenues

When the City creates or receives a stable, lasting and unconditional
revenue source, the City Manager shall present an operating business
case to Council. The business case shall recommend gither new
programs/services, supplements to existing progra %, ices, additional
debt repayment, or increased reserve aIIocationK

e. Grant Revenue 0

i. The City will pursue federal, provm &private operating grants
but will strictly limit financial sup ese programs to avoid
commitments which contlnue fundlng availability.

ii. All capital grants are rewe@ n an annual basis to ensure the
allocation of funds are_f ximized.

tainability Initiative (MSI) grant dollars shall be
icipal Capital Projects from the year 2020

onwards. D e approved phase out of MSI from the Utility model
from the 0@16 through 2020, MSI grant dollars shall be allocated

iii. Provincial Munici
directed solely to

as foII
5&
Prior 2016 2017 2018 2019 2020
Municipal 70% 76% 82% 88% 94% 100%
Utilities 30% 24% 18% 12% 6% 0%

And;
Federal grants of $987,000 annually be allocated to Utilities.
18. Expenses

Operating expense projections shall be based on actual historic trends,
supplemented with additional knowledge of future expectations.

19. Capital Budget

City of
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a. The City utilizes a rolling 10 Year Capital Plan that provides key strategic
inputs for the upcoming budget year, a framework for the three year
budget plan, and a future outlook of long range capital requirements.

b. The City shall operate under an asset management framework which
includes the compilation and maintenance of a full asset inventory
including condition assessment and lifecycle plans to support the
maintenance and replacement of assets.

c. The City shall utilize a facility predictive model to inform growth capital
strategies.

d. The City utilizes two categories to define its infrastructure needs:

i. Repair, Maintain, Replace (RMR) — Capital inii @ that relate to
maintaining current service levels that are rﬁ%, by lifecycle plans
and are considered a replacement or rehahbjlitation of existing
infrastructure, facilities, and equipme

ii. Growth — Capital initiatives that @ired to meet future demand
relating to facilities, equipment; ology, and infrastructure for the
development of cultivating a@rengthening the community.

e. The City has several sourge financing available to be used toward
Capital Infrastructure. Tbe&unding allocations are comprised of various
Provincial and FederghGrants, City Reserves, and the predetermined
amount of Pay as YQ{(PAYG) funds established through the Capital
Funding Formulg

f.  Council sh ew and provide final approvale of the RMR Capital
Budget 2 ximately six months prior to the next fiscal year. soe-that

f~q. This approval shall grant Administration the authority to issue binding
procurement documents such as Request for Proposals, Invitations to
Tender and purchase orders and to award contracts at any time after
final approval is received from Council.

Any contracts awarded will ensure that the goods and/or services will not
be received until after Januarv 1 of the foIIowmq vear when the budget

doIIars become avallable

City of

S

Page 7 of 10 | City Council Policy | C-FS-05 Budget and Taxation Guiding (SE p

Principles fevace Life



Complete project charters supporting the 10 year RMR capital plan will
be provided to Council as part of the review process.

g—h. Capital projects relating to Growth will be reviewed during Council’s

20.

deliberation of the subsequent budget year. Complete project charters
supporting the 10 year Growth capital plan will be provided to Council as
part of the review process.

Budget Amendments

Additional Expenditures and or Revenues

As per the MGA (section 248.2), council authorization is required for
expenditures and/or revenues that are not included in the approved budget.
This includes any new services, programs or projects un%aken.

Taxation Guiding Principles /&

21.
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Municipal Property Tax Split 0

The annual adjustment to the municipa@berty tax split will be
determined by the City Manager ba an evaluation of the following
criteria:

i. The amount and weighti nnual taxable assessment growth,

ii. Municipal tax mcrea e d| erentlal between the residential and non-
residential proper

iii. Compa@@nual property tax increases within the Capital Region,

iv. Co ive municipal property tax rates within the Capital Region.

Ba% the evaluation criteria above, the City Manager will recommend
to Cduncil an annual adjustment to the general municipal tax split, which
may result in higher average municipal tax increases for the non-
residential property class as compared to the residential property class.

The need for programs, services and associated service levels shall be
the major considerations in determining tax rates; however, comparative
tax rates and municipal tax splits of other municipalities will also be taken
into consideration.

The percentage of the City’s municipal property tax requirement assigned
to the non-residential assessment class shall not decrease over time in
relation to the percentage of the City’s municipal property tax requirement
assigned to the residential assessment class.
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e. The municipal tax rates will be set by Council annually through the
Property Tax Bylaw.

22. Revenue Neutrality

The City’s municipal property tax revenues shall not increase automatically
with market assessment increases, in an effort to protect ratepayers from
large shifts in property taxation due to annual market value assessment
changes.

23. This policy shall be reviewed annually by Administration

Legal References /@
Municipal Government Act Sections 242-24®
Cross References

C-CAO-01 City Manager Delegati %

CAO-17 City of St Albert C y Brand
C-CG-06 Strategic Fram
C-CS-04 Public Art

C-FS-01 Financial R@es

C-FS-12 Outside es Budget Guiding Principles
C-FS-14 Utilit | Policy

C-FS-16 Mun?@l Fees and Charges

C-P&E-07 Asset Management

C-FS-02 Investment

C-CAO-15 Program and Service Review Policy
Attachments

Schedule 1 - Services and Service Levels Inventory

REVIEW REVISION
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August 2018 - Financial Services C486-2003 09 02
C187-2005 05 02
C355-2006 07 04
C25-2009 0119
C98-2010 0216
C161-2011 03 07
C220-2012 04 16
C151-2013 04 22
C110-2014 03 03
C453-2014 09 22
C544-2014 12 01
C598-2015 12 03
C424-2016 06 27
AR-17-052 0123
POL-17-009 0911
CB-18-005 0403
POL-18-007 04 23
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