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2010 BC Recommended Operating Budget

Executive Summary

The 2010 Operating Budget is balanced
Property tax increase kept to 1.8% on total tax base (2.9% Res, 0.967%

Business)

Service reduction impacts kept to a minimum
Expenditure increase directed to:
» Protecting key services:

v
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Emergency Services - Fire, Police, EMS
Maintaining TTC Service Levels

Children Services, Recreation, Social Services
311 Customer Service Strategy

Increased pay-as-you go funding for capital program (debt principal & interest
payments reduced)

» Funding the ongoing impact of the recession — Ontario Works

Conclude a Toronto-Ontario partnership agreement on permanent, sustainable
transit operating funding by December 1, 2010. Funding to commence in fiscal

2011
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City’s Economic Environment

Recession Impacts

Ontario Works caseload continues to grow — job recovery very
slow

Upload of Ontario Works Costs to the Province begins
Modest reduction in TTC ridership projected

Planning & Building Fees down

MLTT experiencing modest growth

Low interest rates will moderate the cost of new debt but also the
returns from investment income

General inflation remains very low

Wage Settlements:

New labour agreements for Locals 416 and 79 result in moderate
wage increases of 2%

Non union wage increase 1%
TTC and Police wage and benefit increases above 3%

: 0l ToRoNTO

2010 BC Recommended Operating Budget




Actions Taken

» Cost reductions, service efficiencies and service changes
. TTC fare & user fee increases and new user fees

» Debt principal payments reduced by capital refinancing
strategy approved in Capital Plan

Significant 2009 surplus generated by:
= Spending restraint
> |abour disruption savings

= Increased Toronto Parking Authority & MLTT
revenues

> In-year Tax Assessment Growth
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2010 Operating Budget
Overview


Presenter
Presentation Notes

 Thank you Joe

Good Morning Mayor Miller, members of Committee and Councillors

I will now provide you with:

An overview of the budget strategies used for developing the 2010 Operating Budget

Present the 2010 Budget Committee Recommended Operating Budget
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2010 Outlook - as of May 2009

2009 Unsustainable Budget Balancing Strategies:
Province - Transit Debt Service Costs

City One-Time

Reserve Draws - City Programs ($47M and Closed Capital Accounts ($92M)
Prior Year Surplus

Total 2009 Unsustainable Balancing Strategies

2010 Expenditure Increase Estimates:
Cost of Living Allowance and Progression Pay
Inflation - Material and Supplies

Impact of Capital

Capital Financing - CFC Increase and Debt Service
Annualization and Other Base and Revenue Change

2010 Pressure Forecast

$Millions
238
139
74 213
451
115
54
5
72
124 370
821
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Presentation Notes
 At the end of the 2009 process, we advised Council that planning for the 2010 Budget would begin early given:

The recessionary environment; and
The value of the unsustainable balancing strategies used.

In fact, we actually began the day after the 2009 Operating Budget was approved to develop:

The 2010 Outlook (forecasted pressures)
Strategies to address those forecasted pressures

By early May, the following forecast was finalized

WALK THROUGH SLIDE


City Manager’s Four Point Plan — May 2009

1. 2009 cost constraint — Target $100 million Surplus
> Hiring slow down
> Constrain discretionary spending

2. Service review process — reduction targets of $170
million in each of 2010 and 2011

Maximize corporate asset values to pay down debt
4. Permanent Provincial funding:

> Full cost sharing on social services administrative
costs

> Return to permanent, predictable transit operating
funding

2010 BC Recommended Operating Budget
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Presenter
Presentation Notes
 To address the forecasted pressures, the City Manager developed the following 4 Point Plan:

Set $100m surplus target for use as a revenue source in the 2010 Budget 
Cost savings would be realized from a hiring slow down and other cost constraint measures

Establish reduction targets of $170m in each of 2 years
Reduction targets would be achieved through a service review process that examined:
Service delivery, service levels/standards; effectiveness and continued relevance for meeting Council priorities

Maximize corporate assets to pay down debt
Council approved a first example of this strategy by authorizing the use of the promissory note proceeds to refinance City debt.
This has resulted in reduced debt service costs in 2010.

This strategy will be discussed in more detail later in this presentation.

Continue to secure permanent Provincial funding
Full cost sharing on Social Services cost of administration
Return to permanent sharing of TTC Operating costs.



2010 BC Recommended Operating Budget

Service Review Process -- Targets

. Goal: to reduce the City budget by 10% or $340 million over 2
years

> All City Programs and ABCs to contribute

> Reduction options must be sustainable, permanent

+ Lessons learned from labour disruption to be incorporated (with
respect to efficiency while protecting service levels)

. Strategies to achieve the reduction targets to include:
Efficiencies

Revenue

Service Changes

>
>
>
> Service Rationalization
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Presenter
Presentation Notes
 The 4 Point Plan was introduced to City and ABC staff in May, with the priority to begin the service review process immediately.

The service review process would be used to reduce expenses by 10% or $340m over 2 years and would require that:

READ SLIDE
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2010 Balancing Strategies

2010 Beginning Pressure - May 2009

Sustainable Strategies

Cost Reductions, Service Efficiencies, and Service Changes

User Fee Increases and New Fees

TTC Fare Increase

MLTT and PVT Revenue Increase

Interest and Investment Income, Parking Authority and Third Party Sign Tax
Provincial Upload - ODSP/OW, COA Cap elimination

Total Sustainable Strategies

Pressure Before Unsustainable Strategies
and Property Tax Increase

10

$Millions
821
(167)
(12)
(50)
(12)
(22) (263)
119
(382)
439
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Presentation Notes
I would like to now walk you through the recommended balancing strategies for 2010

1st, I would like to focus on the recommended sustainable balancing strategies

We began with a pressure of $821m and the 2010 BC Recommended Operating Budget includes  permanent, sustainable cost savings and revenue increases that total $263m:
Cost reductions, service efficiencies and service changes = $167m
Base budget belt tightening = $27m
Efficiencies, minor service changes = $45m
Debt service cost reduction = $33m
Tax deficiencies = $12m
Wage restraint = $55m
New/increased user fees to help recover more of our costs = $12m
Taken together, the City has exceeded its 2010 reduction target of $170m
TTC fare increase/parking revenue = $50m  ($48m + $2m)
Modest growth in MLTT revenue = $12m
Increased revenues that come to the City = $22m
Adding the upload of $119m in City social service costs for:
Next phase of ODSP/OW costs = $63m (net of $20.8m OMPF clawback) and
Provincial commitment to fund its share of administration = $56m

Brings the total in sustainable savings and revenues to $382m, leaving a remaining pressure of $439m		Honouring Cost Share:
ODSP (Benefits)   	77.5
OW	 6.1
Total	83.6
Note: OMPF Claw-back of $20.8 million is included in the pressure.
Strategies do not Include $5.4 million from Third Party Sign Tax (2011 $9.2 million)


2010 BC Recommended Operating

2010 Balancing Strategies (cont’d)

$Millions

Pressure Before Unsustainable Strategies and Property Tax Increase 439
Unsustainable Strategies
Prior Year Surplus Applied to 2010 Budget:

Labour disruption savings (31)

Prior Year Surplus Applied to TTC Operations in the Absence of

Toronto-Ontario Partnership Agreement on Transit Funding 245 (276)
Reserve Draws - Provincial Mandated Programs (67)
Total Unsustainable Strategies (343)
Adjusted Pressure Before Property Tax Increase 96
Assessment Growth (33)
Property Tax Increases (2.9% Res; 0.967% Bus.) (63)
Total Property Tax Increase (96)

©)
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Presenter
Presentation Notes
 The 2010 Recommended Operating Budget includes the use of $276m in 2009 surplus funds as a one-time revenue source comprised of:
$31m from labour disruption savings
$245m in additional preliminary 2009 year-end surplus generated primarily from:
Cost constraint
Wage savings
Increased revenue in Non-Program accounts
The 2009 surplus in being applied to the 2010 Operating Budget for 
TTC operations in the absence of a Toronto-Ontario partnership agreement on transit funding = $250m
To reduce the property tax rate increase to 2.9% res and .967% business = $24m
To mitigate some of the service reduction impacts, initially recommended by staff = $2m

$67m of reserve funding is being used to protect our cost-shared services that help the most vulnerable.

A total of $343m of one-time funding is recommended in this budget, down from the $451m used in 2009 by $108m or almost 25%

Assessment growth of $33m plus increased property tax revenue of $63m generated by a recommended 2.9% residential and a .967% business tax rate increase balance the City’s 2010 Operating Budget.
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2009 Surplus (Unaudited)

City Operations
Agencies, Boards, and Commissions
Corporate Accounts:
Interest and Investment Earnings
Tax Deficiencies
Solid Waste Management Rebates
Supplementary Taxes
Payment In Lieu of Taxes & Others
MLTT and PVT
Dividend from Parking Authority
Parking Tag Enforcement
Subtotal Corporate Accounts
Total Preliminary 2009 Surplus

12

$Million

69.6
53.4
29.6
29.1
24.6
23.2
20.0
14.0

87.1
4.2

263.5

354.8
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Presentation Notes
City Operations ($33.4 million)
Toronto Employment & Social Services $10.9 million
Internal Services $9.7 million
Technical Services $4.7 million
Transportation Services $4.7 million
Parks, Forestry & Recreation $3.7 million

Agencies, Boards and Commissions ($4.2 million)
Toronto Police Services $2.5 million
Toronto Public Health $0.7 million
TTC Wheel Trans $0.6 million 
Theatres $0.4 million 



Application of 2009 Surplus

$Million

. 355
Total Preliminary 2009 Surplus

Applied to Reserve Funds (Exhibition Place Conference Centre &
Social Assistance Stabilization)

(3)

250 253
Applied to 2010 Operating Budget (250)  (253)

102
Additional funds applied to 2010 Operating Budget to lower the (24)
proposed tax increase to 2.9% Res; 0.967 Non Res.
Other Budget Committee Adjustments (2)
Remaining Funds to be applied to 2011 Operating Budget (per
Mayor's recommendation) 76

2010 BC Recommended Operating Budget
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Presenter
Presentation Notes
The Budget Committee recommends that that 2009 surplus be allocated as follows:
A total of $3m to be applied to reserve funds:
Allocation of Exhibition Place’s surplus to the Conference Centre Reserve as per policy
Allocation of unbudgeted Provincial Ontario Works Cost of Administration funds of just under $3 million to the Social Assistance Stabilization reserve and to fund the French Language Service Enhancement Initiative 
$250 million to balance the 2010 operating budget, as recommended by staff
$24 million to lower the proposed tax increase to 2.9% res and 0.967% Non Res.
An additional $1.8m in recommended budget adjustments to mitigate some of the service impacts initially proposed by staff
$76 million towards the 2011 operating budget

If approved this would leave $76 million for the 2011 budget.
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Where the Proposed $9.214B Expenditure Goes

($ Million)

Shelter, Support & Housing
Administration; $854.7 ;
9.3%

Transportation Services;

$285.7 : 3.1%
Toronto Public Library;

$180.6 ; 2.0%
Economic Dev elopment &

Culture; $35.9 : 0.4%

TTC; $1,458.4;15.8%

Toronto Public Health;

$219.5 : 2.4%
Children's Services; $378.7

; 4.1%

Parks , Forestry &
Recreation; $359.9 ; 3.9%

Long Term Care Homes & AEIDRRAL Can \ R Municipal Licensing and
Services; $220.6 ; 2.4% ; Standards; $50.2 ; 0.5%

Toronto Employ ment &
Social Services; $1,358.1 ;
14.7%

City Planning; $36.2; 0.4%

Admin. & Other; $1,851.5;
20.1%

EMS; $165.3; 1.8%

Fire Services; $371.7;

4.0% Toronto Police Service;

$956.2 ; 10.4%

Debt Charges; $430.3 ;
4.7%
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Presenter
Presentation Notes
The City’s 2010 Operating Budget has total expenditures of $9.2 billion


Where The Money Comes From
-- 38% of the 2010 Budget of $9.214B Funded by Property Taxes

Provincial Grants

& Subsidies

Property Taxes 20%
38% Federal Grants &
Subsidies

2%

User Fees
15%
Reserves /

Reserve Funds

%  MLTT/PVT
3%
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Other Revenues
17%
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Presenter
Presentation Notes
This pie shows you how the City’s total expenditures are funded.

Provincial/Federal Transfers = 22%
Taxes  = 41%, a base comprised of:
Property tax revenue = 38%
MLTT/PVT = 3% (previously property tax revenue made up this portion)
Other Revenues = 17%
User Fees           = 15%
Reserve/Funds   =   5%
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Where the Proposed $3.534B Property Taxes Go

-- 73% to Emergency Services, TTC and Provincially Mandated Health
and Social Services

($ Million)
Toronto Public Health Shelter, Support & Housing Transportation Services,
oronto Public Health, N
Administration, $258.7 , $180.8 , 5.1%
$44.2 , 1.3% 0
hildren’ : 1.3% Toronto Public Library,
Children's Services, TTC, $512.5 . 14.5% $167.1. 4.7%
$70.8, 2.0%
T
e \ Economic Dev elopment &
Long Term Care Homes & .-. \ Culture, $26.4, 0.7%
Services, $46.8, 1.3% SN
Toronto Employ ment & Social \‘ Recreation, $260.6, 7.4%

Services, $324.6, 9.2% Municipal Licensing and

Standards, $19.2, 0.5%

EMS, $65.6, 1.9%

City Planning, $13.2, 0.4%
Fire Services,

$359.1, 10.2% Admin. & Other,
$(105.6), (3.0%)

Debt Charges, $400.0,

Toronto Police Service, 11.3%
$890.4, 25.2%
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2010 BC Recommended Operating Budget

BC Rec’d 2010 Net Operating Budget

Totals $3.534 Billion

2009 2010
Approved Rec'd Change from 2009
Net Net Over (Under)
($000s) Budget Budget $ %

Citizen Centred Services "A" 1,049,389 1,067,298 17,909 1.7%
Citizen Centred Services "B" 597,602 590,154 (7,448) (1.2%)
Internal Services 154,972 154,196 (777) (0.5%)
City Manager 37,647 37,079 (568) (1.5%)
Other City Programs 76,827 78,983 2,156 2.8%
Accountability Offices 6,744 6,748 4 0.1%
Total City Operations 1,923,180 1,934,457 11,277 0.6%
Agencies, Boards and Commissions 1,561,855 1,640,039 78,185 5.0%
Corporate Accounts:

Community Partnership and Investment Program 45,230 46,702 1,472 3.3%

Capital & Corporate Financing 602,918 585,037 (17,881) (3.0%)

Provincial Funding TTC (238,000) 0 238,000 100.0%

Non-Program Expenditures 484,132 474,177 (9,954) (2.1%)

Non-Program Revenues (941,027) (1,145,936) (204,910) (21.8%)
Net Operating Budget 3,438,288 3,534,477 96,189 2.8%
Assessment Growth (33,150) (33,150) n/a
Operating Budget 3,438,288 3,501,327 63,039 6?%)

17
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Presenter
Presentation Notes
This chart summarizes the 2010 Recommended Net Operating Budget and highlights the year over year change.
The 2010 Net Operating Budget is the portion of the total budget expenditures funded by property taxes.

As you can see, 

City Operations                 = 0.6% increase
ABCs                                  = 5.0% increase
CPIP                                   = 3.3% increase
Balance of Corp Accts.    = 5.7% increase

Assessment growth of $33m
Overall budgetary tax increase of 1.8%

I will now turn the presentation back to our City Manager who will highlight our City services/levels that will be funded by this budget.


City Services
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City Supports Residents and Businesses

. City provides more than 40 major services and programs that
support Toronto’s position as the economic engine of Canada.

. Services 24/7
+ Improved customer service centre with 311, on line/phone

> One contact centre - 70 per cent of calls resolved on first
contact

> 311,716 calls answered as of February 7
» High standard of living and quality of life

. Latest Ontario Municipal Benchmarking Initiative (OMBI) report
shows we compare favourably to other municipalities.
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Presenter
Presentation Notes
City provides 40+ services and introduced several programs that have contributed directly to Toronto’s high standard of living and quality of life, most on a 24/7 basis.
 OMBI fosters a culture of service excellence in municipal government and we compare well to other Ontario municipalities. 
 OMBI report shows Toronto has:
-highest rate of transit trips per capita
-shortest EMS response times to emergency calls
-highest road pavement quality rating
-lowest cost of drinking water treatment
-highest solid waste diversion rate for single unit homes
-lowest governance and corporate management costs
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Service Delivery Responds to Community Needs

TORONTO HELPS

Toronto Helps program provides Property Tax Assistance
Programs to eligible seniors and persons with disabilities.

Increased flexibility for Toronto Rent Bank Loans

Homemakers and Nurses Services Program (LTC) additional
Services

Toronto Helps program responds to recession

> New Metro Hall Employment Services, the new Y Café and
expansion of the YMCA Hospitality Training Program
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Presenter
Presentation Notes

Toronto Helps:
Increased flexibility for Toronto Rent Bank loans -  over 1,200 new rent Bank loans were approved in 2009, which was a 24 per cent increase over 2008
Homemakers and Nurses Services Program (LTC) – 10,500 hours of additional service provided (fully utilized serving 200 individuals)
Property Tax Deferral Program for Low Income Seniors and Disabled Persons - experienced a 40% increase in applications in 2009 with over 1,000 applications

New Metro Hall Employment Services, Y Café and Hospitality program:
Residents can find out information about employment and careers
Access to YMCA Hospital Training Program
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Supports to Residents

Children’s Services:

> More than 940 child care centres and 21 home child care agencies provide
52,816 licensed child care spots

> 24,000 children are able to access a licensed space with the help of a child
care fee subsidy

Shelter, Support and Housing Administration
> Funding for 93,500 social housing units
> Emergency shelter services through 9 City Shelters and 48 Community
facilities
Long Term Care Homes and Services
> Operates 10 Long-Term Homes, serving more than 2,566 residents

> Homemakers and Nurses Services provide more than 115,000 visits each
year

> Accreditation Recognition
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Presentation Notes
 Reminder of some of our community services and service levels. 
LTCHS Accreditation Recognition:
The City was commended for three “leading practices” that will be showcased to other organizations: 
implementation of a life-safety system for staff who work alone in the community, enabling them to call for help immediately in the event of an emergency; 
creation of an algorithm for effective care for people with urinary tract infections; and 
creation of a model for LGBT (lesbian, gay, bisexual, transgender) inclusive care within a long-term care setting. 
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Supports to Residents

Employment and Social Services:

>

>

>

>

Assists more than 240,000 people (1 in 10 Torontonians)
2010 average case load 105,000

More than 85,000 visits to 15 employment centres

More than 21,500 clients found employment in 2009

Parks, Forestry and Recreation:

>

>
>
>

1,504 parks and 8,045 hectares of green space maintained
More than 4 million City-owned trees on streets, parks, ravines
More than 60,000 recreation programs city-wide

Approximately 8 million participant visits (excluding permit participant
visits) to sites and facilities

After-School Recreation Program expanded and fees reduced
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Presentation Notes

 Again, continuing with the key services to residents

After-School Recreation Program
Offered by Parks, Forestry and Recreation and provides quality care for up to 860 children from 6 to 12 years of age in 27 priority neighbourhoods. 
(Program fees have been reduced from $6 per day to $2 per day to increase accessibility.)
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Affordable Housing

» Housing Opportunities Toronto (HOT):

» 4355 new rental units approved since 2006
 New Rental and Ownership Homes

+ Residential Rehabilitation Assistance Program
. Over $300M dedicated to SOGR

23
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Presenter
Presentation Notes
Housing Opportunities Toronto (HOT):
Ten year plan to help approximately 258,000 households struggling with high housing costs or inadequate accommodation. 

New Rental and Ownership Homes:
Some 1,636 affordable rental and ownership homes were recommended by City Council in 2009 with almost 1,000 already approved for federal/provincial funding.
This supports housing for low-income seniors, new Canadians and families and encourages a mix of housing and incomes in new and revitalized neighbourhoods.
The City helps make rental homes affordable by waiving development fees and charges and providing property tax exemptions. 

Residential Rehabilitation Assistance Program:
RRAP benefits low and moderate income households and encourages the preservation of low and moderate rental homes.
The program provides federal funding in the form of forgivable loans to home owners and landlords for housing repairs and to allow disabled persons to continue to live in their homes. 
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Economic Competitiveness

Prosperity Agenda

> Vision for growing the city's long-term prosperity and position Toronto as a
leading global city of the 21st century with culture of partnerships

Toronto has reduced business taxes by $243 m since 2006

Frozen development charges for two years

Build Toronto

Invest Toronto

Gold Star Service: 61 projects, 22,000 jobs and $2.4 billion of investment

Economic Development assists with attracting more than $500 million annual
construction activity and more than $600 million in film production
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Presentation Notes

Prosperity Agenda:
Action Plan to:
-forge a culture of partnership 
-achieve sustainable economic growth 
-enhance liveability and social well-being, environmental stewardship and opportunity through a strong economy and employment growth. 
-Intersectoral/interdivisional partnership
-Improving business climate, TIEGS/WoodbineLive
-Invest Toronto/Build Toronto
Gold Star:
61 projects that will retain/generate more than 22,000 jobs and $2.4 billion of investment have or are receiving “Gold Star Service”. 
These businesses are in every sector of the economy and in every corner of the city.
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Community Safety

Maintaining front line emergency staffing levels to ensure health
and safety of Toronto residents and businesses.

Police
Average deployed strength of 5,546 officers
Respond to 877,000 calls
Fire
2,790 fire fighters respond to 142,000 calls with 277,000 vehicle
responses
Respond to 8300 fires and 2300 rescue calls
EMS
265,000 service requests
180,000 patients to hospitals
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Community Safety

+ Investment in 13 priority neighbourhoods

. Qverall rate of crime Is declining

+ Making a safe City safer — Community Safety Plan

. Over $100m in partnered programming

. New partners through Toronto Office of Partnerships
+ Increased access to recreation

. Over 2000 youth job opportunities

26
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Presentation Notes
 Significant investments in partnership with many agencies and other orders of government in our priority neighbourhoods.
Assists in reducing crime rates with increased access to recreation and most importantly to create thousands of job opportunities.
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Plan/Design/Build

Design Review Panel
Toronto Planning:
> 3,927 development approval applications
> 8,000 linear metres of streetscape enhancements
Toronto Building:
> 28,734 building permits issued with a construction value of $5.5 hillion
> 3,551 Residential Fastrack Building Permits issued
> 160,000 building inspections conducted
Multi-Residential Apartment Buildings (MRAB)
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Presentation Notes
The implementation of the Design Review Panel:
Comprised of volunteer design professionals (architects, landscape architects, urban designers and engineers) 
Provides professional, objective advice aimed at improving matters of design that affect the public realm, which includes the design of streets, parks, open spaces and buildings

Multi-Residential Apartment Buildings (MRAB):
Audited 170 buildings, up from 14 the previous year
Issued Orders on 8,000 deficiencies, up from under 200 the previous year
Millions of dollars spent on repairing buildings
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Environmental Leadership

Live Green Toronto — one stop resource for living green

Toronto’s Sustainable Energy Strategy adopted by Council on November 30, 2009.
Home Energy Assistance Toronto (HEAT)

New Bylaw tracks toxic chemicals

Toronto launches green building initiatives (Toronto Green Standard, Green Roof
Bylaw)

Toronto most sustainable large city in Canada according to Corporate Knights
Magazine

City of Toronto received Pollution Prevention Award by the Canadian Council of
Ministers of the Environment for its efforts to green its own operations
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Presentation Notes

Live Green Toronto and Sustainable Energy Strategy rolling out in 2010
And builds on the City’s sustainable energy foundation (by significantly conserving, renewing, and smartly
distributing electricity and natural gas).
To meet our greenhouse gas emissions target while maintaining energy reliability and affordability.

 Initiatives include HEAT (New incentive program that offers residents up to $1,000 when they upgrade their home insulation.)

New Bylaw to track toxic chemicals:  (The Environmental Reporting and Disclosure Bylaw took effect January 2010.)

And new green building initiatives: (On January 31, 2010, the City of Toronto introduced two initiatives designed to help ‘green’ Toronto: the Toronto Green Standard and Green Roof Bylaw.)
 
Sustainable city:
Recognition of the City’s integrating of sustainability principles into the decision-making process and for reducing greenhouse gas emissions to 40 per cent below 1990 levels.
Toronto continues to win national awards for environmental leadership.



New Environmental Programs and Services

. Target 70 per cent waste diversion
. Mayor’s Tower Renewal

+ Climate Change Adaptation

. Fleet replacement -

> 2004-2007 - 282 green vehicles, reducing CO2 emissions by
5000 tons

» 2008-2011 - 520 more green vehicles, reducing CO2 emissions
by a further 15,000 tons

+ Deep lake water cooling — world’s largest system

2010 BC Recommended Operating Budget
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Presentation Notes
Environmental leadership continues in many other initiatives
Climate Change Adaptation:
Ahead of the Storm, Toronto's climate change adaptation framework addresses the need to take pro-active, protective measures to cope with the effects of long-term changes in our weather patterns.


Transit

. Maintain current service standards (all service runs 6 am
to 1 am Monday to Friday) to meet ridership of 462
million riders.

. Enhance the Subway System Cleanliness / Appearance
Initiative to Improve the appearance of the subway.

»  Continue implementation of Health and Safety Initiative
and Work Safe — Home Safe to reduce the number of
lost-time Injuries by as much as 60%.

. Hire additional Route Supervisors to manage service
ISSUes.

2010 BC Recommended Operating Budget
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City Awards and Recognition

Streets to Homes - IPAC Gold Award

On-Line Scheduling at Courts - Multiple Merit Awards at the 2009 Ontario & Toronto
Excellence Awards

WEB Access to Your Services (WAYS) - Multiple Diamond Awards at the 2009 Service
Ontario & Toronto Innovation Awards

Electronic Patient Care Reporting System — Multiple Diamond Awards at the 2009
Ontario Excellence Awards & Toronto Awards

Wychwood Car Barns - Best of Show Award/Ontario Association of Architects
Nuit Blanche - Best Art Event/NOW Magazine’s Critics’ Pick

“City Within A Park” Celebrating 175 Years - Winner of Three Awards at Canada
Blooms 2009 Awards

N NN N N NN

Many awards of excellence earned including prestigious GFOA Award for Excellence in
Government Finance - 2006 Long-term Fiscal Plan & 2007 Budget Book; GFOA awards
for 2007 and 2008 Financial Annual Reports
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Presentation Notes
Finally, a sampling of the many awards received by the City in 2009
I want to emphasize that every City service has won awards in the past 4-5 years.
We are providing municipal leadership in many services and that leadership has been noted in Ontario, Canada and internationally.
The Toronto Public Service culture of innovation has not been noted in our media. I am highlighting in order to ensure that Council recognizes that leadership and direction has been implemented in service delivery enhancements, in most cases with very limited resources.


2010 Property Tax Rates
And Implementing ‘Enhancing
Toronto’s Business Climate’
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City-Wide, Re-assessment Is Revenue Neutral

2010 Municipal Taxes (pre levy increase)

$3.47 B

Before

$3.47 B

After

Reassessment

33
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Presentation Notes
A reminder that, City-wide, reassessment is revenue neutral in terms of municipal taxes.

This slide illustrates that the municipality does not raise any additional revenue because of reassessment. 

With each reassessment, the City of Toronto act requires the City to reduce it’s tax rates generally in proportion to the overall increase in assessed values so that the City does not raise any more money as a result of reassessment.

Ontario Regulation 121/07 prescribes the detailed rules on recalculating tax ratios and tax rates during reassessments.

 
 


CVA Changes 2001 - Present
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2009 -2012 CVA
(Jan1/08)

2001 2003 2004 2006 Jan 1/08 2009 2010

Class: (Jun30/99) | (Jun30/01) | (Jun30/03) | (Jan1/05) | Full Value | Phased | Phased

In In
Residential 19.8% 14.7% 14.4% 11.4% 22.0% 5.4% 5.2%
Multi-
: : 41.1% 15.1% 16.9% 8.2% 9.3% 1.7% 2.4%
Residential

Commercial 38.9% 15.2% 4.4% 11.9% 36.9% 9.0% 8.2%
Industrial 16.1% 37.0% 9.3% 12.1% 41.9% 10.4% 9.5%
All Classes 24.7% 15.2% 12.6% 11.2% 23.8% 5.8% 5.6%
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Presentation Notes
This slide presents the historic reassessment-related value changes.

The right side of the chart shows current CVA changes.  Residential appreciated by 22% between the January 1, 2005 and January 1, 2008 valuation dates.  However, this change will be phased in by a little over 5% per year.

Commercial properties appreciated at a significantly greater rate, about 37% between the valuation dates.  It is being phased in at about 9% per year.

In contrast, Multi-Residential properties appreciated at a significantly lower rate than all other classes, about 9% between the valuation dates, being phased in at about 2% per year.

These relative differences in rates of appreciation will result in tax shifts, which I will discuss in greater detail in following slides. 



Residential Property Value Changes

2010 BC Recommended Operating Budget

2010 Phased-In CVA 2012 Full CVA

Single Family Detached 515,474 569,879
Townhome 377,586 417,227
Semi-Detached 371,837 411,065
Duplex 453,818 505,907
Condominium 259,914 278,789
All Residential Property

Types 407,374 447679

35

0 ToroNTo


Presenter
Presentation Notes
This slide presents for information current average values for the major residential property types.

The average residential property value – all property types – in Toronto for 2010 taxation purpose is $407,374, or $447,679 fully phased in.

Single family detached homes in Toronto now average $570,000 based on a January 1, 2008 valuation date – $515,474 for 2010 tax purposes.

Values for other residential property types are as shown on the slide.


Projected Tax Ratios
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This Chart shows the progress we have made and expect to continue to make on lowering tax ratios for businesses and multi-residential properties.

The additional benefit of these lower ratios will be an acceleration in the commercial and industrial tax rate reductions, and if continued over the 4-year CVA phase-in, that will result in the City reaching it’s Enhancing Toronto’s Business Climate tax reduction targets of 2.5-times the residential rate 1-3 years earlier (2013 or 2014 for small businesses instead of 2015, and 2017 instead of 2020 for rest of commercial and the industrial and multi-residential classes).   

It can be seen that the commercial, industrial and multi-residential tax ratios would be harmonized in 2010 at the ratio of 3.27, which is lower than the 2010 target of 3.38, and would reach 3.00-times residential in 2012, instead of the target of 2015, being three years earlier than expected. 


2010 CVA and Levy Related Tax Impacts
Ratios 2.9% Res

and Recommended Tax

o
D

o)

% Property Class Averag | Average Enhancing | Budgetary | Average
o0 e CVA | Toronto’s Business Levy Total
g’ Impact Climate Impact Impact
% Adjustment

@ | | Residential -0.71% 0.71% 2.90% 2.90%
o

O | | Multi-Residential -3.35% 0.62% 097% | -1.76%
©

(<B)

g Commercial Residual -1.76% -2.27% 0.97% -3.07%
<b) Band 1 (Small Business)

g Commercial Residual 2.58% -1.38% 0.97% 2.17%
8 Band 2 (blended)

& | | Commercial General 1.73% -0.59% 0.97% 2.10%
8 Industrial 3.11% -2.39% 0.97% 1.69%
o

S City Average 0.00% 0.00% 1.82% 1.82%
N
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Presentation Notes
As a reminder, tax ratios reflect the tax rates of all classes relative to the residential rate
In reassessments, similar to tax shifts within the residential class, tax shifts between property classes will also occur – property classes that appreciate at a rate greater than the City-wide average will experience an increase in tax burden, and conversely, property classes that appreciate at a rate less than the City-wide average will experience a decrease in tax burden. 
Tax shifts between property classes, pursuant to Provincial regulation, are necessary to ensure that the ratios of tax rates of all non-residential classes do not deteriorate/rise as a result of reassessment.
The first column shows the 2010 tax shifts that will occur solely due to updated CVA values.

In addition to this, Council adopted a ‘Enhancing Toronto’s Business Climate’ initiative to reduce the tax ratios for the multi-residential class and the business classes to 2.5-times the residential tax rate by 2020 (a 15 year plan).  This initiative also provides for an accelerated reduction in tax rates for small businesses, with a target of 2.5-times the residential rate by 2015 (a 10 year plan, instead of 15 years for the rest of commercial), will also require a shift in taxes.  This is shown in the center column.
Finally, the City also requires a budgetary related tax increase, as shown in the second last column, which according to Council’s policy. Limits the tax rate increase on the non-residential classes to 1/3 of that on residential properties.
The combined impacts is shown in the last column.

These Actions result in:
a 2.9 per cent tax levy increase on the residential class;
enhanced assistance to small businesses (a 3.0 per cent tax decrease)
less impacts to larger businesses and industries by partially offsetting the CVA-related tax increase that would otherwise occur; and, 
providing tax reductions for apartment buildings (a 1.7 per cent tax decrease).

A 2.90% residential tax rate increase translates to an increase of $67.69 for the average residential household. 
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2010 Municipal Tax Impacts

CVA 2009 Muni. 2010 Final Net Municipal

(Sample) Tax Municipal Change
Tax Class Tax

407,374 0
Residential (average) $2,334 $2,402 $67.69 2.90%
Multi-Residential 5
(Apartments) 100,000 $2,037 $2,002 ($36) -1.76%
Small Businesses Band 1 1,000,000 $19,690 $19,087 ($603) -3.07%
Residual Commercial Band 0
2 (Blended) 1,000,000 $19,950 $20,383 $433 2.17%
Commercial General 1,000,000 $20,160 $20,583 $423 2.10%
Industrial 1,000,000 $20,752 $21,103 $351 1.69%
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Presentation Notes
This slide presents the 2010 tax impacts from CVA and the budgetary increase.

READ SLIDE 

As an example, a typical small business with an assessed value of $1 million will see a reduction in taxes of $603 in 2010.
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2010 Operating Budget — Tax Impacts

Residential 2.90% 2/3 $44.2 Million
Non Residential 0.97% 1/3 $18.8 Million
Total 1.82% $63 Million

Average Residential 2010 CVA = $407,374; $68 Impact
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Toronto Helps - Seniors and Persons with a Disability

Tax Increase Tax Increase
Deferral Program Cancellation Program
Seniors - aged 50 years or older - aged 65 years or older
household income $50,000 or less - household income $36,000 or less or
in receipt of the GIS

property CVA less than $525,000
($575,000 — 2011-2012)

Disabled - receiving support from one or more - receiving support from one or more
Persons specified disability programs specified disability programs
household income $50,000 or less - household income $36,000 or less

property CVA less than $525,000
($575,000 — 2011-2012)

+ Water rebate for low income seniors and persons with a disability
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Presentation Notes
This slide shows the programs the City has to help seniors and disabled persons with their property taxes and water bill.

READ SLIDE


2009 Municipal Residential Tax Rates Toronto vs.

Surrounding Cities
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2010 BC Recommended Operating Budget

Education Residential Rate = 0.252% for all Municipalities
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2009 Municipal Residential Taxes (average for all
property types) Toronto vs. Surrounding Cities

2010 BC Recommended Operating Budget
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Toronto Helps - Business

- Reducing Business Property Tax ahead of schedule:

Plan to reduce Business Property Tax ratios to 3.0 times residential taxes by
2013(vs 2015 target), and 2.5 times by 2017 (vs 2020 target)

Reduce Small Business Tax ratios to 2.5 times by 2013 (vs 2015 original
target)

- Property Tax Rebates for vacant Commercial and Industrial Properties (2010 -
$20M), and Registered Charity Rebates (2010 - $6.7M)

- Reduction in Business Education Tax Rates to be phased in by 2014

- Development Charges (DC) exemption for some businesses and freeze on
residential

- Water Rate Structure Review:
New lower water rates for industrial & manufacturing sector:
30% reduction over domestic rate
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This slide presents some of the initiatives the City is taking to help businesses.

READ SLIDE
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Toronto Helps - Business

Agenda for Prosperity approved in 2008
Financial incentives for new developments:
> Tax Increment Equivalent Grants (TIEG) for Employment Lands
v Targeted to specific economic sectors

v Intended to enhance job creation in the City & growth in assessment
base

v “Woodbine Live!” transformation project incentives — create 9,000 jobs
in 3 priority neighbourhoods; $1 hillion investment

v Brownfield Remediation Grant
> Better Buildings Partnership (BBP)
> Energy Reduction Loan
> Heritage Incentives (Capital Grant; Tax Rebate Program)
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Business Tax Relief

Year

2006

2007

2008

2009

2010

Council Enhancing Toronto's Business Climate policy
for one-third of increase to non-residential

Council Policy Accellerated
Small Business Tax Reduction

Residential Tax Increase 3.00% 3.80% 3.39% 4.00% 2.90%
Business Tax Increase 1.00% 1.27% 1.13% 1.33% 0.97% Cumulative
Business Tax Relief
revenue)
Additional Small Business Relief $8.3 $4.9 $145 $27.7
$242.7
45
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This final slide provides an illustration of the order of magnitude of the benefit businesses have received through Council’s Enhancing Toronto’s Business Climate initiative, which limits budgetary tax increases on businesses to one-third of the increase imposed on the residential class, and by shifting tax burden from business to the residential class.

Since the program took effect, we estimate the benefit to businesses at over a quarter of a billion dollars.


2011 Outlook and Balancing
Strategy


Presenter
Presentation Notes
Thanks  Cam, 
I will now like to turn your attention to next year and provide you with the forecasted outlook for 2011.


2011 Outlook
D
C) . .
E $Millions
2010 Unsustainable Strategies:
o) . . o
™ Prior Year Surplus Applied to TTC Operations in the Absence of Toronto-

-'C:U Ontario Partnership Agreement on Transit Funding 276
E Resene Draws 67
o8
(@) Total 2010 Unsustainable Balancing Strategies 343

O .

D 2011 Expenditure Increase:

E Cost of Living Allowance and Progression Pay 107
D Inflation - Material and Supplies 25
- Impact of Capital 11
E Capital Financing - CFC Increase and Debt Senice 46
o Hydro Note Monetization - Interest 30
8 Annualization and Other Base and Revenue Change 57 276
n'e 619
Q 2011 Revenue Increase:

N Provincial Uploads (ODSP & OW) (84)

o Personal Vehicle and Land Transfer Taxes (16)

— Other Revenues (16) (116)
< 2011 Outlook Pressure 503
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2011 Budget Balancing Strategy

2011 Opening Pressure
Application of additional 2009 surplus (per
Mayor's recommendation)

Resumption of Provincial 50% TTC Operating

Tax Increase, Assessment Growth & Service
Efficiencies

48

$Millions
503
(76)
(256)
(171) (503)

0

0l ToRoNTO


Presenter
Presentation Notes
For 2011, our initial outlook shows a pressure of $503 million.  If we apply $76 million of the 2009 surplus as the Mayor recommends and if we receive 50% of funding for TTC operations from the Province as the Mayor and the Premier have been discussing, we will need $171 million from the combination of a property tax increase.  At 3% for residents and 1% for business, this would raise approximately $66 million, assessment growth should be in the $20 million to $30 million dollar range, leaving approximately $75 million to be found through efficiencies, surplus and other offsets.

This is certainly a better position than what we faced going into the 2010 budget process.  

    



Long Term Fiscal Plan
Update
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Progress on Council’s
2005 Plan
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Long-Term Fiscal Plan (LTFP)

. Approved unanimously by Council in 2005

- An Iintegral part of the City’s actions on fiscal
sustainability

« Emphasizes the balancing of

revenues, expenditures, and
assets/liabilities

« Recommended 25 financial

strategies, 17 fiscal principles & 5 &7

financial policies ’

51
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Core Objectives

+ Predictable and sustainable service funding — to allow for multi-year

budgets

. Shift cost shared programs to provincial income tax funding
. Affordable property taxes and fees

+ Maintain capital assets in good state of repair

. Stabilize liabilities
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Deliver existing services within existing resources
Expenditure control – sal & non-salary costs



O

LTFP Scorecard

Major Financial Issues

Identified in the LTFP 2005

Current Status (2010)

Expenditures:

City has a higher cost structure than other
municipalities in GTA

Demands for growth not adequately funded

Variability in certain program expenditures from year
to year, e.g. economic downturns

Costs “restrained”

Expenditures growing faster than revenue

Social Services & Court Security upload. Restoration of full
50% funding on Ontario Works administration costs

2010 BC Recommended Operating Budget

Revenues:

Business taxes not competitive

Inadequate revenue sources to fund responsibilities

Improper funding of Provincial cost-shared programs

Improving business competitiveness

Revenues diversified

User Fees enhanced

Provincial 50% TTC Operating Funding (Agreement with
Province by Dec 2010)

Share of Sales Tax

Assets & Liabilities:

Investment in ageing infrastructure lagging

Employee benefits and other liabilities not adequately

funded

« 10 year capital plan

« More than 60% to be spent on State of Good Repair

Debt increase mitigated

Sick Pay liability partially capped, but some liabilities still
growing

19 ® 910PEEIO |f

Legend:

@ Improving or compares favourably tﬂ Little or no progress

\r\ Stabilizing or work in progress @ Deteriorating
3
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Presenter
Presentation Notes
The slide contains a scorecard showing the progress we’re making with the Long Term Fiscal Plan (LTFP) which Council approved in April 2005.
If you still recall, 8 financial issues were identified in the Plan.  The City has taken actions since 2005, & the resulting financial conditions are scored:
Green  = condition has improved or compares favourably
Yellow = Condition has stabilized or work is in progress with some noticeable results
Orange = Little or no progress
Red = Condition is deteriorating 

<READ SLIDE>

City Has Made Significant Progress

Expenditures:
On-going cost restraint and service reviews, including recently approved moderated wage increases
Revenues:
Full GST rebate:  $50M
New Taxes (MLTT, PVT): $218M annually
Capital funding from other orders of government e.g.
Share of Gas tax ($320M/yr)
Transit City ($9B)
Economic Stimulus Project funding - $460M over 2009 to 2011
Phased upload of Social Services and Court Security costs ($350M by 2018)
Provincial uploads - completed:
Restoration of full 50% funding on OW administration costs
Public Health: 75% funding up from 50%
Provincial uploads – being phased in:
Social Services
Court Security
One-time transit funding 2006-2009:
Ranged from $58M to $238M
Assets
Sale of Toronto Hydro Telecom – funded social housing renewal
Creation of Build Toronto
Public Interest Partnerships (P3) e.g.
Union Station, Street Furniture, Ricoh Centre, BMO Field, Lakeshore Lions Arena
Naming rights 
Sony Centre, All-Stream Conference Centre, Direct Energy Centre, Scotia Bank Nuit Blanche  
Corporate policy being developed
Liabilities
Elimination of sick leave plan for major employee groups
Additional funding for employee benefits, insurance
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City’s Structural Funding
Shortfall
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Presentation Notes
Walk through some of the core issues that drive the City’s ongoing structural funding shortfalls
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City’s Structural Operating Funding Shortfall

Two Components:

Funding shortfall due to downloaded programs
> One-time funding results in cumulative pressures
Annual funding shortfall
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Simply put, the City is funding certain programs:
	- that are not appropriately funded by property taxes
	- and for which other large cities either do not fund, or have appropriate sources of funding

In general terms, it constrains the City’s ability to fund its own programs

It has also largely contributed to annual funding shortfalls and the use of one time funding, which builds up over time in cumulative pressures, as we have seen for the 2010 operating budget.


Provincial Services Delivered by City

Income redistributive programs supported by property tax
base:

— Ontario Works
— Social Housing
Provincial downloading
— Province discontinued 50% transit operating funding
—  Court Security

2010 BC Recommenged Operating Budget
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More specifically, this chart shows that the city delivers and funds programs such as Ontario Works and Social Housing which are really income redistributive and therefore should be funded from provincial income tax revenues and not the property tax base.

As well, the City is still bearing the cost on its property taxes of items formally funded by the Province, e.g. 50% of costs of transit operating and the costs of court security



Annual Operating Shortfall

+ Expenditures:
> City absorbing cost pressures from population growth

> Modest enhancement to services, e.g. Transit Ridership Growth
Strategy

> Need to fund capital repair of ageing infrastructure and growing
liabilities, e.g. employee benefits

. Revenues:
> Cost of business tax relief to enhance jobs

> Main revenue source — property tax — does not grow with the
economy

. On average, net shortfall ranges between $75M and $100M

2010 BC Recommended Operating Budget
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The City has an annual net shortfall averaging between $75 to $100 million over the next decade.

This is caused by <READ SLIDE>
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Provincial Sales Tax Revenues Grew Without Rate
Increases: 2003-2009

No change in

PST -- 8%
Provincial Sales Tax

revenues increased by
22%

Taxes grew by 6% from
assessment growth only.
Tax rate increases of 14%
' meant tax revenues
increased by 20%.

D 2 L BB
Property Tax City of Toronto
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It is important to note the fundamental difference between revenues that grow with the economy and the property tax.

As shown in the chart, the revenues of other orders of government grow without them having to change the tax rates.

<READ SLIDE>

As a result, other orders of government have been able to increase their spending, as the next chart illustrates
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Presentation Notes
This chart shows a comparison in the annual spending increases of the Federal and Provincial governments between 1998 and 2010, compared with the City of Toronto.
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Presentation Notes
This chart shows that the growth in spending over the last several years has been funded by:
	- property tax revenues, shown in blue,
	- other revenues such as user fees and provincial cost sharing, shown in red, 	and 
	-one time non-recurring revenues to balance the budget and protect services 

It is the last item that is being addressed in the Long Term Fiscal Plan as presented today
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Presenter
Presentation Notes
I would like to now discuss one of the possible solutions that we have heard a good deal about – asset monetization


2010 BC Recommended Operating Budget

Monetization of City Assets

- “Monetization” refers to converting assets into cash
- The City does not have a short term cash crunch which is

often root cause of private companies selling assets

- Instead, Toronto’s primary needs are for sustained

ongoing revenues to match its expenditures
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Assets can include:
	- physical assets such as land, and
	- financial assets, such as the promissory note held by the City with Toronto Hydro, or City owned companies

<READ SLIDE>

Cash Crunch, e.g. not being able to meet payroll or debt payments 
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Monetization of City Assets

- Appropriate Use of Proceeds

> Asset monetization can and should be used to generate cash to
reduce debt

> The early monetization of the Toronto Hydro promissory note
was a clear example

> Generating cash can provide bridge financing by lowering debt
charges to allow time for long term financial strategies to be
implemented
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Benefits of City’s Companies

- Enwave (43% City owned)

> No dividend policy; assumption is that value of
company will increase as it expands

- Toronto Hydro (100% City owned)

> Equity value has increased since incorporation in
1999

> City receives annual dividends at greater of 50% of
net income or $25 million — goes to operating budget

- Toronto Parking Authority (100% City owned)

> City receives annual dividends (2010: $49M) — goes
to operating budget
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(Enwave:  book equity $85M from
	- $39M contributed at incorporation
	- $46M from capital calls
		- $32.4 water reserves
		- $7.2 Enwave reserve from incorporation
		- $6.3 Infrastructure Partnership Reserve)

Toronto Hydro:  book equity $ 576M in 1999 => $1B today, increase of $424M
	Have also received by end of 2010:
		$100M Cash at incorporation
		$524M Interest on Prom Note
		$335M dividends
		$980M prom note principal
		$1,939M Total excl. equity increase

TPA 2010 Budget
Corporate NP - Parking Authority Revenues   44,315,200 
Corporate NP - Other Exp. - (Street Lighting)       880,000 
Transportation                                                    3,799,000 
Total Return of Earnings from TPA                  48,994,200   (2009:$40.7M)

Services:  18,600 on street and 20,700 off street parking spaces
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Objectives of Asset Monetization

- City does not traditionally own corporate assets purely
for investment returns

- Public policy objectives are important, e.g.

> Enwave — environmental improvements and
enhancements to downtown competitiveness

> Toronto Hydro — traditionally a public utility like
Water, with environmental responsibilities

> Toronto Parking Authority — providing short-term
parking as an integrated component of Toronto’s
transportation system
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In examining possible candidates for monetization, important to note that:
 <READ SLIDE>
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Asset Monetization Considerations

- In assessing whether to monetize an asset, City must
consider
> Public policy objectives of the company
> The potential market
> Sale structure - partial or outright
> Type of sale structure
v Selling equity stake in public auction (initial public offering or “IPQO”)
v Partnership with another entity
v Selling the rights to the assets for a period of time “concession agreement”
- There are often income and other tax considerations that
may make a sale uneconomic under certain conditions

> e.g. transfer and departure taxes on sale of electricity assets
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Next Steps — Asset Monetization

- Staff have taken preliminary steps to examine:
> Assets that are possible candidates
> Financial and tax considerations
> Options for allocation of proceeds

- Report will be submitted Executive Committee in
May/June to further examine options
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The Road to Fiscal
Stability
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Given the ongoing operating funding shortfall and the discussion on monetization of assets, I would like to now outline the plan to take the City on the road to fiscal sustainability
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Key Actions for Long Term Sustainability

Expenditures

. Continued action on:

> Efficiencies
> Salary and benefit restraint
> Rationalization of selected services

Assets and Liabilities

. Maximize corporate asset values and pay down debt
» Continue to increase capital from current financing

. Further actions to reduce unfunded liabilities
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To ensure ongoing fiscal sustainability, it is important to focus on the core components of the long term fiscal plan as adopted by Council in 2005 and as outlined by the City Manager:
	Expenditures
	Assets and Liabilities
	Revenues, and to keep these all in balance

<READ SLIDE>
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Key Actions for Long Term Sustainability (contd)

Revenues

. Continued actions to grow tax base:

> Improved business competitiveness
> Population growth/Official Plan

+ Multi-year strategies for User Fees

» Seeking sustainable permanent new revenues

> 50% transit operating funding
> Upload of Social Housing costs/ National Housing Strategy
> Share of sales tax revenues (1 ¢ of 13% HST)
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Grow tax base, through land use intensification as laid out in the OP, and through protecting and creating new business opportunities by continuing to improve their competitiveness.

<READ SLIDE>

I will now discuss in more detail the strategies on sustainable new revenues
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The Case for Transit Operating Funding

Effective transit contributes to Provincial objectives

> Intensification (offsets demand for Provincial highways, GO
transit)

> Economic growth
> Clean air
Full cost should not be borne on local tax base

> Per capita transit use and resulting operating burden varies
significantly between municipalities

> Serves riders, businesses from outside local tax base

50% of 2010 Staff Recommended Net

Budget $256M
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Other jurisdictions have recognized these important benefits, including the situation that existed in Ontario for many years and is strongly engrained in the US.
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U.S. Transit Systems Receive Half of their

Operating Subsidies from Senior Governments

L F ral
Government Subsidies for eIl ¢ Local
. State
Transit Systems * Funds
Funds
U.S. Transit Systems serving
population > 2 million @ 51% 49%
Toronto TTC @ 0% 100%

(1) 2007 U.S. National Transit Database

(2) 2008 Annual Report
* Sources of operating revenues exluding fare & other revenues
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The Case for Social Housing Funding

Funding responsibilities transferred to City in 1998

» Social Housing is one of several income support programs
. The Province has re-established the principle through Social

Services upload that income support programs should not be
funded from the property tax base

. Competitive Disadvantage:

> Ontario has the highest property tax per capita and is the only jurisdiction in
Canada to fund Social Housing from property taxes

Housing

» The Province should take back the funding responsibility for Social

2011 Budget Outlook (Net)

$230M
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Ontario is the only jurisdiction in Canada to fund social housing costs from property taxes
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The Case for Sharing Sales Tax

. Toronto’s economic health anchors the entire region — Province
benefits via income and sales tax revenue

. Participation in economic/tax growth would motivate greater focus on
City’s broad economic development role

+ Local City sales tax rate is not solution for integrated GTA economy -
would distort market, harm City businesses near borders

. Toronto competes with large US cities that have access to income and
sales tax - risks relative decline without comparable revenue base

Estimated City’s Share

$500M

Annual Growth

$25M/year
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As we saw earlier, access to the sales tax provides other orders of government with a revenue source that naturally grows with the economy
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US Cities Have More Diversified Revenue Base

Toronto Top 35 US Cities
(by Population)
User Other
Other Property Charges 9%

15%

States 2008 (2004 data)
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This slide compares & contrasts the revenue structures of the City of Toronto with the 35 largest U.S. cities
Property taxes is the single largest tax source for Toronto (& other Canadian municipalities), making up about 43% of the total (tax-supported) revenue. 
Only in 2004 did Toronto start to receive a share of the provincial gas tax (going from 1¢/l to 2¢/l when fully implemented.  The Federal Gov’t also made a commitment in the 2005 budget of sharing the Federal gas tax.  The budget has yet to be approved.
For the 35 largest U.S. Cities, they have a much more diversified revenue base: property tax 16%, sales/consumption taxes 13%, income tax & others 15%. Interestingly, these all add up to 44%, similar to what property tax alone generates for Toronto.  
Note on Income Tax & Other Tax(16%) -- only a few U.S. cities levy income taxes while the balance is "other" taxes.  For example, income taxes are collected by Detroit, but not Los Angeles, Chicago, Boston or Atlanta. The data source doesn't give the breakdown of income taxes w.r.t. other taxes.  But another report  "National Summary of Municipal Governments Finances 2001-2002" shows that out of all taxes levied by all U.S. municipal governments, property taxes is about half (49%), sales taxes is about 29%, individual & corporate incomes taxes is about 13% and all others are about 9%. 
Examples of "other" taxes include: Transportation Tax, Recreation Tax, Hotel Tax, Transaction Tax, & Utility Tax.
Property taxes are relatively inelastic. Higher dependence on property tax may not necessarily be that bad for municipal finance, especially during economic slowdown.  But during economic expansion, heavier dependence on “growth” taxes, such as sales & income taxes, is definitely more beneficial for municipalities.


Eliminating Annual Operating Budget Pressure

$Millions

Service
adjustments

Property
Capital tax
financing increase
& Liability —
funding

Assessmnt
growth

50%
transit
funding
Inflationary 1 cent
costs on
_ sales tax
salary & Annual

2010 BC Recommended Operating

benefits Operating
Budget Continuous
Shortfall Improvement

. 0l ToRoNTO



Presenter
Presentation Notes
This chart shows the main components of the annual operating shortfalls, and the solutions which would eliminate that shortfall
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Scenarios to Eliminate Budget Pressures

1 - Status Quo:

. Inflationary increases on expenditures, revenues

. Incorporates impacts from approved capital budget and plan plus modest funding
of liabilities

2 - Status Quo + Asset Monetization:

. Asset monetization of $700 million (for illustration) beginning 2012, proceeds
used to pay down debt

3 - Full Funding Solution:
. Permanent Provincial 50% TTC operating funding beginning 2011
. Phase-in of Social Housing (2012 — 2014)
. Phase-in of 1¢ of Sales Tax revenue (2015 - 2017)
. Modest service investments and enhanced funding of liabilities

2010 BC Recommended Operating Budget

Property Tax Used to Balance Remaining Shortfalls in All Scenarios
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I would now like to show the results of detailed modelling that staff has undertaken to examine the City’s financial trends and the impacts of the solutions that have been identified in this plan.

There are 3 scenarios that we have examined:
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The following chart shows the tax rate impacts of these scenarios
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Annual % Property Tax Increase

Residential
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1 - Status Quo — Excess 2009 Surplus of $75M applied to 2011. No other funding available
2 - Status Quo + Asset Monetization — No Provincial Cost-Sharing or Share of Sales Tax.

3 - Full Funding Solution — Permanent Provincial 50% Transit Funding, Upload of Social Housing Costs, Share of Sales Tax,

Modest Service Investments & Enhanced Funding of Liabilities
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This chart shows the forecasted tax rate increases under 3 scenarios to illustrate at a high level the options facing the City.  As noted, the City has an annual funding shortfall of between $75m and $100m per year, for which permanent offsets must be found.
Keep in mind that, under Council’s Enhancing Toronto’s Business Climate program which provides tax relief to businesses, each 1% increase in property taxes raises about $22M
Status quo – inflationary increases on expenditures and user fees (excl TTC in 2011) with allowance for impacts of approved capital budget and some funding of liabilities.
High increases in early years show impacts balancing budget while phasing out one time revenues, e.g. operating surplus
Lower but substantial increase in future years as tax base was raised; debt charges start to fall and upload of social assistance and court security phase in
Asset Monetization – illustrates the application of proceeds from asset sales to reduce debt, as we did with the Toronto Hydro promissory note.  
Even if we are able to free up $100’s of millions in asset sales, the operating shortfall is not solved. For example, a reduction of debt charges of $70m in 2011 would reduce debt charges for, say 5 years which would cost $350m.  This buys time for other funding adjustments to occur but does not create a permanent revenue solution.  Once the funding runs out, the pressure reverts to the property tax base
Full Funding Solution – takes Status Quo and adds:
50% Transit operating funding in 2011
Social housing upload 2012-2014:  50%; 25%; 25%
Sales tax 2015-2017:  33%; 33%; 33%
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City’s Fiscal Vision

Current (2010)

Vision (2020)

Expenditures

» Salary costs grow at faster than inflation
(arbitration)

» Non-salary costs grow at above inflation
 Limited service expansion

» Salary & non-salary costs grow at
inflation

» Service expansion as new revenues
allow

 Partial full cost-recovery
* Some exemptions

Assets & * Rebuilding asset base  Assets rationalized & stabilized
liabilities « Unfunded liabilities increasing « Unfunded liabilities minimized
Property Tax | « Over reliance on property tax base  Business tax competitive
» Competitive Business tax being phased | « Access to full tax base
in
User Fees » Grow at inflation » Grow at inflation

* Enhanced use
» Appropriate exemptions

Funding from
other orders

» Unpredictable & ad hoc (transit)
« Partial responsibility for funding social

» Stable & permanent partnership funding
* 50% Transit operating funding

2010 BC Recommended Operating Budget

of services  Provincial social programs uploaded

goverment | . some cost-shared programs not fully « National Housing and Transit Strategies
funded at 50%

Revenues o Limited (MLTT/ PVT only 2% of budget) | ¢ Share of sales tax revenues with other

that grow with | « Gas tax orders of government

economy » Gas tax
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The actions identified in Council’s 2005 plan and updated here can lead to a fiscally sustainable city in the near term.

This chart shows the current situation for the core components of the City’s finances and what the vision can and should be for 2020.

I won’t go through all the items, but will highlight a number of important changes that will fulfill the vision.


<READ SLIDE>



If Plan Not Met

The City would then require:

. Monetization of City assets

- AND -

. Significant service adjustments

2010 BC Recommended Operating
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Emerging Risks
Not Included in Forecast

Federal government funding step-outs:

> Children’s Services
> Social Housing ($200 Million cumulative annual by 2020)

City/Provincial share of Transit City operating costs
Longer term impacts of ageing and diversifying population
Public Sector pension solvency rules
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Before I close this section, I just wanted to highlight a number of emerging risks that have not been included in our modelling, but which could have additional impacts on the City’s finances.
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I would now like to turn the presentation over to the CFO Cam Weldon, to discuss the 2011 outlook and balancing strategy.




6. Summary

The City’s plan to move towards long-term fiscal sustainability

Continuous improvement and cost control \
New Taxation Measures

Share of Federal and Provincial Gas Tax

Upload Social Services programs

Transit Capital Funding

Provincial Transit operating funding (50%)
National Transit Strategy (capital)
Upload Social Housing costs

OJORORORCICITICHICS

Growth revenues — Equivalent of one cent of

Sales Tax /
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In summary Madame Chair, The City has made significant progress towards long term fiscal sustainability.  But we still have a ways to go.  

Over the next five years we need the province to fund its share of TTC and to take social housing costs off the property tax base.  In the longer term we need access to sales tax to keep pace with our growing population, our infrastructure needs and our changing service demands.

What we have presented today is not necessarily a firm prediction of what will happen but rather a picture of what needs to happen if we want to continue to deliver the services that the residents and businesses of this City expect and deliver them at a price they can afford.  

If the plan is not met, the City will have to consider some level of monetization of its assets and consider service level adjustments that are much more significant than the ones being proposed in this year’s budget.

That is the end of our presentation Madame Chair and we are ready for questions.  
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