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This report presents the City of Toronto's Tax Supported 2015 - 2024 Budget Committee
(BC) Recommended Capital Budget and Plan and seeks Council approval of the 2015
Recommended Budget of $1.995 billion (excluding 2014 carry forward funding) and
future year cash flow commitments of $6.650 billion for capital projects. Furthermore,
this report requests Council’s approval of the 2016 - 2024 Capital Plan of $11.022 billion,
which will form the basis for developing future capital budgets, in accordance with the
City’s multi-year financial planning and budgeting policies and practices.

The City's capital requirements are growing, driven by the city's population growth,
maintenance of aging infrastructure, as well as requirements to consistently meet service
needs and industry standards and legislated requirements. As of 2014, the City has $74
billion in infrastructure and physical assets, as well has $7 billion in unmet capital
investments needs.

2015-2024 Capital Budget and Plan balances City's priority for SOGR capital work and
growth needs to address service gaps. 10-Year Capital Budget and Plan allocates $12.166
billion or 61.9% of its capital investments to SOGR projects and $6.687 billion or 34% to
service improvement and growth related projects.

The City focused on prioritizing capital projects based on needs and benefits. Comparing
the 2014 — 2023 Capital Budget and Plan, the 2015 - 2024 Capital Budget and Plan
includes $1.566 billion of additional debt funding to address priority needs in areas such
as: transit, transportation, facilities, technology, as well as to provide funding to stabilize
the City's state of good repair backlog. As a result, the accumulated state of good repair
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backlog is expected to be maintained at 6% to 6.8% of the total estimated asset value
over the next 10 years.

Notwithstanding significant funding challenges, the 2015 - 2024 Capital Budget and Plan
is fiscally prudent. The 2015-2025 Capital Plan ensures that the City’s debt burden
remains just below the Council approved maximum debt service charge ratio of 15% of
the tax levy, while meeting our capital spending needs. Additionally, the debt funding
plan also helps in addressing the shortfall in CFC (Capital from Current) as part of the
strategy to mitigate the $86 million Provincial funding loss for social Housing. Approval
of the 10-Year Recommended Capital Plan, results in debt service charges inclusive of
the Scarborough Subway budgeted at 11.5% in 2015, peaking at 14.9% in 2020 before
declining to 12.9% in 2024.

In order to manage debt, the 10-Year Capital Budget and Plan continues to implement the
non-debt capital funding strategies comprised of the continuation of the Surplus
Management Policy (75% of operating budget surplus allocated to capital financing),
proceeds from the monetization of the City’s marketable assets; maximizing
Development Charges funding; and new Provincial and Federal funding targets to offset
future capital plan pressures.

In preparation for the 2016 Budget process, staff will undertake a detailed review of the
City's 2016-2025 capital requirements to ensure the City's highest needs are addressed
within the approved debt affordability framework.

RECOMMENDATIONS

The Budget Committee recommends the following to Executive Committee for
recommendation to Council:

1. City Council approve the 2015 Budget Committee Recommended (Tax Supported)
Capital Budget of $2.976 billion, including $1.995 billion in new cash flow funding
and $981.326 billion in carry forward funding; total project cost authority of $3.337
billion and future year commitments totalling $6.650 billion, as detailed in Appendix
1, comprised of:

a. New Cash Flow Funding for:

I. new and change in scope projects / sub-projects with a total project cost of
$3.337 billion requiring: 2015 cash flow of $583.526 million and future year
commitments totalling $2.753 billion, as set out in Appendix 1(ii);

ii.  previously approved projects / sub-projects requiring: 2015 cash flow of
$1.411 billion and future year commitments totalling $3.896 billion , as set
out in Appendix 1(iii)

iii.  previously approved projects / subprojects with carry forward funding from
2013 and prior years requiring 2015 cash flow of $98.898 million, which
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forms part of the affordability debt target and requires Council to reaffirm
their commitment; and,

b. 2015 cash flow for previously approved projects / sub-projects with carry forward
funding from 2014 into 2015 totalling $981.326 million, as set out in Appendix

1(vi)).

. City Council approve funding sources for the 2015 Budget Committee Recommended
(Tax Supported) Capital Budget comprised of $587.993 million from Reserves and
Reserve Funds; $198.972 million in Capital from Current funding; $137.896 million
in Developmental Charge funding; $340.863 million in Provincial Grants and
Subsidies; $244.111 million in Federal Subsidies; $49.437 million in Recoverable
Debt; $306.524 million from other sources; and $1.110 billion of debt; inclusive of
2014 carry forward debt funding of $981.326 million (see Appendix 1(iv)).

. City Council approve new incremental debt service costs of $16.528 million in 2015
and incremental costs of $26.023 million in 2016; $44.895 million in 2017; $61.038
million in 2018; $41.982 million in 2019; and, reduction of $22.891 million in years
2020-2024.

. City Council consider incremental operating impacts resulting from approval of the
2015 Budget Committee Recommended Capital Budget of $3 million in 2015; and
incremental costs of $10 million in 2016; $8 million in 2017; $9 million in 2018; $8
million in 2019; and, $10 million in 2020 to 2024, for inclusion in the 2015 and future
years' operating budgets.

. City Council approve the 2016 to 2024 Budget Committee Recommended Capital
(Tax Supported) Plan project estimates totalling $11.022 billion comprised of
$600.770 million in 2016; $910.370 million in 2017; $1.093 billion in 2018; $1.710
billion in 2019; $1.687 billion in 2020; $1.571 billion in 2021; $1.407 billion in 2022;
$1.125 billion in 2023; and, $918.580 million in 2024.

. City Council approve the 2015 Budget Committee Recommended Capital Budget and
2015 - 2024 Capital Plan recommendations for City Programs and Agencies as
detailed in Appendix 5.

. City Council approve the 2015 sinking fund levies of $217.299 million for the City
and $2.293 million for the Toronto District School Board, with the latter to be fully
recovered from the TDSB.

. City Council, in approving the 2015 - 2024 Capital Budget and Plan, express its intent
to ensure that the increase in the need for services attributable to the anticipated
development will be met and that any future excess capacity identified will be paid
for by development charges or other similar charges.
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Financial Impact

Overview

2015 - 2024 Budget Committee Recommended Capital Budget and Plan

The 2015 - 2024 BC Recommended Tax Supported Capital Budget and Plan totals
$19.667 billion (excluding 2014 funding carried forward into 2015). Of the total capital
investment, $8.385billion will be funded by debt/CFC. The debt level exceeds the
original debt targets set out in the budget guideline due to the additional $1.566 billion

debt room increased to address unmet needs, mainly used to reduce City's State of Good

Repair backlog for roads, transit, the Gardiner and City facilities.

Table 1 below outlines the 2015-2024 BC Recommended Capital Budget and Plan by
Cluster and Agency, highlighting the recommended Capital Budget and Plan for TTC.

Table 1
10 Year Capital Budget & Plan

2015 2015 - 2019 2015 - 2024
Programs / Agencies Gross Debt/ Debt Over/ Gross Debt/ Debt Over/ Gross Debt/ Debt Over/
($000) CFC | Target |(Under) CFC | Target | (Under) CFC | Target |(Under)
Citizen Centred Services - A 244,270 93,117 97,466 4,349)| 1,003,987 | 536217 470,881 65336 | 1,618,194 | 986,270 | 924,209 62,061
Citizen Centred Services - B 373,013 | 251962 | 233457 18,505 | 2,132,601 | 1495243 | 1,106,230 | 389,013 | 4,133,039 | 2946,125 | 2,127,326 | 818,799
Internal Services 250,859 | 108,233 | 111,488 (3.256)| 1,185939 | 538085 | 420837 | 117248 | 1903948 | 931,616 | 763071 168,545
Other City Programs 24,756 8,322 788 7534 | 112,135 21,527 11,561 9966 | 206,065 33,207 23,961 9,266
Total - City Operations 892,898 461,634 443,199 18,435 | 4,434,662 | 2,591,072 | 2,009,509 581,563 | 7,861,246 | 4,897,238 | 3,838,567 1,058,671
Agendes - Exduding TTC 97,140 49,036 73,458 4422)| 587239 | 310440 [ 380404 | (69.964)| 1141494 | 608,085 | 628136 (20,051)
Total - Tax Supported before TTC 990,038 | 510,670 | 516,657 (5,988)| 5,021,001 | 2,901,512 | 2389913 | 511,599 | 9,002,740 | 5,505,323 | 4,466,703 | 1,038,620
Toronto Transit Commission
Toronto Transit Commission 821466 | 202434 | 453552 | (161,118)| 4899947 | 2210575 | 1,555,618 | 654957 | 6,663,061 | 2,372,947 | 1845414 527,533
Sarborough Subway Extention 37,204 12,500 12500 | 1,367,937 | 215999 98,908 | 117,091 | 3,400,000 | 506,999 | 554,149 |  (47,150)
Spadina Subway Extension 145,883 591,713 591,713
Total - TTC 1,004,553 | 304,934 | 453552 | (148,618)| 6,859,597 | 2426574 | 1,654,526 | 772,048 | 10,663,774 | 2,879,946 | 2,399,563 | 480,383
Tax Supported Programs 1,994,591 | 815604 | 970,209 | (154,606)| 11,881,498 | 5,328,086 | 4,044,439 | 1,283,647 | 19,666,514 | 8,385,269 | 6,866,266 | 1,519,003

Note: Debt Target represents the original guideline before the increased $1.566 billion debt room

e Transit alone accounts for the largest percentage of capital expenditures in the 10-
Year BC Recommended Capital Budget and Plan. Inclusive of the Spadina
Subway Extension Project the TTC’s 2015 - 2024 Recommended Capital Plan is
$7.254 billion, representing approximately 36.8% of the total recommended
spending over the 10 year planning horizon. With the Scarborough Subway
project, the TTC's share of the capital funding climbs to 54.2%.

e Transportation Services totals an additional $3.900 billion or 19.8%. Taken
together, transit and transportation capital works account for $14.564 billion or

74.1% of the total expenditures in the 2015 - 2024 BC Recommended Capital

Plan.
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Where the Money Goes

Chart 1 below provides a detailed breakdown of the recommended capital investments in
the 10-Year Capital Budget and Plan allocated by Program/Agency.

Chart1
2015-2024 Capital Budget and Plan
Where the Money Goes
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Beside Transportation Services and TTC, major funding over the 10-Year period of $1.156
billion or 6 % is allocated to Park, Forestry & Recreation; Facilities Management & Real Estate
accounts for $920.783 million or 5%; and Toronto Police Services accounts for $543.057
million or 3% million of the total 2015-2024 Capital Budget and Plan.
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10 —Year Capital Plan by Funding Source

The primary financing sources for the 2015 - 2024 BC Recommended Capital Budget and Plan
are shown in the Chart 2 below.

Chart 2
2015-2024 Capital Budget and Plan
Where the Money Comes from
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The City's 10-Year Tax Supported BC Recommended Capital Budget and Plan is financed from
various funding sources, both external and City-owned, with debt being the funding of last
resort. The City's goal is to maximize funding from external sources, including other orders of
government; development charges; contributions from other purpose- specific reserves and
reserve funds; developer and third party contributions, and donations, prior to utilizing City-
owned sources such as Capital from Current funding and the issuance of debt.

e Federal and Provincial funding primarily for TTC projects represents $5.714 billion or
29% of capital funding

e Reserves and Reserve Funds represent $3.111 billion or 16% and reflects increased
funding from the Capital Financing Reserve arising from the recommended capital
financing strategy.

e Capital from Current contribution represents $4.002 billion or 20%. To mitigate reliance
on debt as a funding source for the City's 10-Year Capital Plan, CFC will continue to be
increased, from $198.447 million in 2015 to $610.718 million by 2024. This will increase
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the CFC percentage of financing share from 10% in 2015 to 56.4% in 2024 over the 10

year period of the Capital Plan

e Debt represents $4.387 or 22% of the funding down from a historical average of
approximately 30%, primarily due to the City's non-debt financing strategies including

CFC, maximizing development charge funding and utilizing the Capital Financing

strategies non-debt sources.

Budget Committee Recommended Changes

At its meeting on February 20, 2015 Budget Committee adopted changes to the 2015 - 2024
Staff Recommended Capital Budget and Plan as outlined in the Table 2 below. The
recommended 2015 cash flow funding was increased by $1.195 million while decreasing the

total 10-Year Capital Budget and Plan by $3.305 million and decreasing 10-Year debt funding

by $4.635 million.

Table 2
Budget Committee Recommended Changes
2015 2016 to 2024 2015 to 2024
Gross Debt/ Debt/ Debt/
($000s) Exp. | crc |CTOSSEXP| cpc [CrOSSEXP | o
2015.’ Sy Recomme_nded (el e g & 2016 - 2024 1,993,396 | 819,259 | 17,676,423 (7,570,646 | 19,669,819 | 8,389,904
Capital Plan (excluding carry forward funding)
Budget Committee - February 20, 2015
Economic Development and Culture
Toronto Centre of the Arts Main Stage Reconfiguration Project | 1,500 1,500
City Planning
Heritage Conservation District Studies Project (500) (454) (4,500) (4,181) (5,000) (4,635)
Parks, Forestry and Recreation
Anthony Road Park Improvements Sub-Project 195 195
Total Budget Committee Recommended Changes 1,195 (454) (4,500) (4,181) (3,305) (4,635)
2L - 210 (6 [Reete) CErelE (IR et [HEmEs &t 1,994,591 | 818,805 | 17,671,923 | 7,566,465 | 19,666,514 | 8,385,269
February 20, 2015

Capital Financing

Debt Financing

The City is planning to issue $4.387 billion in debt that will be repaid through the property tax
levy. Every year, previously issued debt is retired and new debt issued for new capital projects.

At the end of the 2015-2024 period, the City's outstanding debt will total $4.412 billion,
representing $467 million for Scarborough Subway and $3.945 billion for the City's capital work

program.

To meet its borrowing obligations, the City is budgeting debt service charges (inclusive of the
Scarborough Subway debt charges) over a 10-Year period to repay both the principal and interest
cost associated with its debt issuance for capital projects funding. In 2015 the debt service charge
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is budgeted at $448 million, which will peak at $640 million in 2020 before declining to $599
million in 2024 as shown in Chart 3 below.

Chart 3
2015 -2024 Debt Charges
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At its meeting of February 23 and 24, 2011 (EX3.3), Council adopted a maximum limit of 15%
of debt service charges as a percentage of property taxes (debt service ratio). This reaffirmed the
limit which was established by Council in 2006.

As an outcome of the capital financing strategy and reduced interest rates, the debt service
charge ratio resulting from the 2015 — 2024 BC Recommended Capital Budget and Plan will be
11.5% in 2015 and gradually increase to a peak level of 14.9% in 2020 before declining to 12.9%
in 2024. Therefore debt repayment will not exceed the approved 15% debt service charge
guideline.

However, the increase in the debt service ratio in years 2018 — 2020 is driven by the funding
strategies recommended by the City Manager and Chief Financial officer and adopted by the
Budget Committee to resolve the $129 million loss of Provincial funding for Social Housing. As
part of strategy, the City will reduce its CFC contribution and issue debt from the City's
investment portfolio to replace the capital funding shortfall resulting from the temporary
reduction. As a result, the City will incur additional debt repayment cost of approximately $45
million per year from 2018 to 2020 to restore the CFC contribution to the previous level,
consequently raising the debt service ratio to a peak level of 14.9% in 2020.
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Chart 4 below shows the estimated debt service ratio based on the Budget Committee
Recommended 2015 to 2024 Capital Budget and Plan, compared to the Council Approved 2014 -
2023 Budget and Plan. Debt service charges shown in years 2018-2020 in the 2015-2024 BC
Recommended Capital Budget and Plan include debt service cost resulting from the funding
strategy to replace Provincial funding cut of $129 million.

At its meeting on February 20, 2015 Budget Committee adopted the motion to reduce City's debt
by $4.635 million over 10-Year period.

Chart 4
Debt Service Cost

17%
City of Toronto
Debt Charges as a % of Property Tax Levy

15%

Debt Limit s 2 % of Property Tax Lewy

- \\- -
1%
2015-2024 BC Recommended Capilal Budget & Plan =014 Council Approved
9% T T T T T T T T T T
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Incremental Operating Impacts

As part of the annual capital budget process, the incremental cost impact on the Operating
Budget from completed capital projects over their useful life is estimated and evaluated. The
objective of this evaluation is to ensure that all operating cost increases associated with the
Recommended Capital Budget are accurate and affordable. Similarly, incremental operating
savings or revenues arising from the completion of capital projects are also captured.

Capital projects impact the Operating Budget in the following ways:

e Principal repayment and interest payments on debt issued to finance the capital plan (i.e.
debt service costs);
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o Direct contributions from the operating fund to finance pay-as-you-go capital projects
thereby reducing the annual borrowing requirements.

o Increased operating costs including on-going maintenance and programming costs for
new infrastructure and rehabilitated or expanded facilities; cost to sustain new
technology; and / or,

o Efficiency savings from capital investments that reduce operating costs.

The incremental operating impact arising from the approval of the 2015 BC Recommended
Capital Budget on the City's 2015 and future Operating Budgets totals $48 million over the 10
year period, as set out in Chart 5 below.

Chart5
Operating Impact of Capital Budget
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Authority to Issue Debentures During 2015

The proceeds from the issuance of debentures will be used to finance capital expenditures that
have been incurred or committed to projects approved by Council. The authority to borrow up to
$900 million in 2015 has been authorized under By-law No. 75-2015.

Issuance Activity during 2014

The debenture authority approved by Council for 2014 was $900 million. Due to favourable

capital market conditions and timing considerations, debenture issuance in the amount of $600
million was completed during the year to finance the City’s capital requirements.
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The details of the 2014 debenture issuance are:

Issue Date Amount Interest Rate Term
March 10, 2014 $300,000,000 4.15% 30 years
May 21, 2014 $300,000,000 3.40% 10 years

Approval of the 2015 Sinking Fund Levies

The City of Toronto Act, 2006 (COTA), sub-section 255 (4) states that, "If in any year an
amount is or will be required by law to be raised for a sinking fund or retirement fund of the
City, the City Treasurer shall prepare for City Council, before the budget for the year is adopted,
a statement of the amount."

This report requests Council's approval for the 2015 sinking fund levies of $217,299 million
million for the City and $2,293 million for the Toronto District School Board (TDSB). Sinking
fund levies related to TDSB's sinking fund debt will be fully recovered from the Board.

Non- Debt Capital Financing
Capital Financing Strategy for Priority Projects

In 2012, the City established a capital financing strategy to be applied against emerging capital
needs to mitigate City-wide debt requirements. These funds are to be applied in a strategic
manner against capital projects that meet prescribed criteria such as useful life or type of capital
asset, enabling the City to keep the debt service cost ratio below the threshold of 15% of property
tax funding. This strategy will ensure that the capital projects are properly funded, the City's debt
IS minimized, and that the City is protected from adverse economic risks.

A major funding source of this strategy is the operating surplus. The Surplus Management policy
approved by Council in 2004 states that the surplus be applied in priority order to the following:

a) Capital Financing Reserve (at least 75% of the surplus) and,

b) The remainder to fund any underfunded liabilities and/or reserve funds as determined by
the Deputy City Manager and Chief Financial Officer.

75% of Operating surplus, proceeds from the monetization of the City asset, dividends from
Build Toronto and other City Agencies and amount of municipal Land Transfer Tax revenue
beyond the base revenue level taken into City's Operating Budget will go into the Capital
Financing Reserve to fund Capital projects.

As indicated in Table 3 below, it is projected that from 2012 to 2024, an estimated $2.132 billion

will be generated from this strategy and used to fund $2.145 billion in capital projects including
$1.234 billion in TTC, $838 million in Transportation and $73 million in other Programs. Over
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the life of the strategy, operating surplus revenue will fund $1.051 billion of the planned capital
expenditures.

Table 3
Capital Financing Strategy

2012 - 2014 Secured

Revenue Future Year Capital Financing Strategy Revenue Estimates

Description ($ Millions) 2012 | 2013 | 2014 [ 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | Total

Enwave 167 167
Enwave Dividend 11 11
TPLC Dividend 40 40
Prior Year Operating Surplus 214] 186| 126 75 50 50 50 50 50 50 50 50 50( 1,051
MLTT (Above Operating Budge?) 40 25 15 80
DC Increases 30 30 30 30 30 150
Future Years BT Dividend 20 10 15 25 25 25 30 30 30 30 30 30 300
Future Years Fed/Prov 50 50 50 50 50 250
TPA One-Time 49 49
Other 1 3 4
Bank Tower Surplus 30 30
Total: 453| 219 136/ 130] 149 90 75| 160f 160| 160| 160f 160 80y 2,132

Past, Current & Future Year Funding Requirements

Description ($ Millions) 2012 | 2013 | 2014 [ 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | Total

2012 TTC Capital 45 60| 210 180| 125 80 700
2013 TTC Capital 42 48 70 85| 114| 116 60 534
2013 Transportation Capital 15 61 61 48 98 78 69 7 78 79 89 86 838
2014 FM&RE Capital (St Lawrence N.) 15 15
Other Program Draws 369 34] 72| 93 08 05 58]
Total 45 75] 3501 292f 265] 272| 193] 185] 137 78 79 89 86]. 2,145

Available Capital Financing Strategy Funding (Based on Current Capital Requirements & Future Year Revenue Estimates)
Description ($ Millions) 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | Total
Estmated Reserve Opening Bala ~ $27 | $435 | $579 | $365 | $203 | $87 | ($95)] ($213)] ($237)] ($215)] ($133)] ($52)] $19
Annual Funding Requirements ($45)[ (875)| ($350) ($292)| ($265)| ($272)] ($193)] ($185)| ($137)[ (378)] ($79)[ ($89)| ($86)|($2,145)
Annual Revenue Estimates $453 | $219 | $136 | $130 | $149 | $90| $75| $160 | $160 | $160 | $160 | $160 | $80 | $2,132

Estimated Reserve Closing Balq $435 | $579 | $365| $203 | $87 | ($95)| ($213)] ($237)| ($215)| ($133)[ ($52)] $19 (.  $13!

Maximizing Development Charge Funding

Development Charge funding has been utilized to the extent permissible in the 2015 —2024 Tax
Supported Recommended Capital Budget and Plan in order to mitigate the reliance on debt and
other funding. Development Charge funding are directed to growth-related eligible capital
projects, as required under the Development Charges legislation. As part of the changes in the
Development Charges Bylaw, 2015 represents the second year of a two-year (Feb 1, 2014 -
February 1, 2016) phase-in of the Council-adopted development charge rate increases. Based on
the current rates and development forecasts, development charge funding included in the 2015 -
2024 BC Recommended Capital Budget and Plan provides$1.325 billion in funding over the 10
year planning period, as a result of the new Development Charge By-law.
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The 2015-2024 BC Recommended Capital Budget and Plans for the Toronto Transit
Commission and Toronto Water includes increased DC funding of $140 million and $130
million respectively resulting from increased debt and rate supported funding for added capital
investments for growth related projects. This resulted in greater DC funding eligibility within
these Programs.

The Development Charge funding is primarily utilized in the following programs:

e Toronto Transit Commission ($511.664 million)

e Parks, Forestry and Recreation ($221.019million);

e City Planning ($22.050 million);

e Transportation Services ($187.121 million);

e Waterfront Revitalization Initiative ($49.360 million);
e Toronto Police services ($53.388 million); and

e Toronto Public Library ($62.899 million).

Council has requested staff to amend the development charges bylaw to include recovery of
growth-related costs related to the Scarborough Subway project. The bylaw amendment, and
related Background Study amendment, is expected to be brought forward for Council
consideration later this year. A total of $158.679 million in development charges funding is
currently included in the Capital Budget and Plan for the Scarborough Subway project, based on
estimates prepared in 2013.

COMMENTS
2015 - 2024 Budget Committee (BC) Recommended Capital Budget and Plan

The 2015 — 2024 BC Recommended Capital Budget and Plan satisfies Council’s policy agenda,
is fiscally responsible and focuses on infrastructure rehabilitation. It places priority on projects
that protect the health and safety of citizens, meet legislated requirements, and those that
maintain the City’s infrastructure in a state of good repair to support cost-effective service
delivery.

Major challenges for the 2015 multi-year capital planning process included:

e Aging infrastructure, particularly for local roads and City facilities is putting pressure on
the City's Capital work.

e Population growth of 30,000 per year.

e The development being experienced to densify the City puts significant pressure on the
City infrastructure.
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e Growth adds traffic congestion and place increased demand on the City's transportation

network.

e Unmet investment SOGR needs of $7 billion (TTC; Roads; Gardiner Expressway; Social

Housing).

e Demand for capital funding outpaces debt funding capacity even with additional debt
target funding of $1.566 billion being provided.

e Debt service costs as a percentage of tax levy is approaching the 15% guideline over time
and with increasing debt requirements and limited property tax increase it is difficult to
ensure that debt service ratio remains below the level approved by Council.

2015 - 2024 Budget Committee Recommended Tax Supported Capital Budget and Plan totals
$19.667 billion gross and 8.389 billion debt/CFC.

Balancing the extensive capital maintenance needs of the City’s massive and aging infrastructure
against demands for new investments to satisfy the service requirements of a growing population
and emerging priorities within affordable debt limits continues to be a challenge for the City.

Table 4 below details 2015 -2024 capital funding in each of the 10-Years by category of projects
and by funding source.

Table 4
2015-2024 Tax Supported Capital Budget and Plan

- by Category and Financing Source

. Capital Plan 2015 - 2019 2020 - 2024 2015 - 2024
Expenditures (SM)
2015 2016 2017 2018 |2019| Total % Total % Total %
Health and Safety 34 34 30 15 17 130 1.1% 99 1.3% 229 1.2%
Legislated 77 107 89 97 81 451 3.8% 134 1.7% 585 3.0%
State of Good Repair 1,271 1,573 1,557 1,482| 1,396 7,280 61.3% 4,886 62.8%| 12,166 61.9%
Service Improvement 257 409 242 131 97 1,136 9.6% 283 3.6% 1,419 7.2%
Growth Related 355 764 390 468| 908 2,885 24.3% 2,384 30.6% 5,268 26.8%
Total Expenditures 1,995 2,888 2,309 2,192|2,498| 11,881 100% 7,785 100%| 19,667| 100.0%
Funded By:
Provincial 169 484 241 282| 555 1,730 14.6% 1,573 20.2% 3,303 16.8%
Federal 181 262 196 222| 313 1,174 9.9% 1,237 15.9% 2,411 12.3%
Reserves 409 380 360 280| 285 1,714 14.4% 931 12.0% 2,645 13.4%
Reserve Funds 119 77 63 58 43 360 3.0% 111 1.4% 470 2.4%
DC 112 161 170 172 172 787 6.6% 538 6.9% 1,325 6.7%
Other 153 233 108 65 60 619 5.2% 261 3.4% 880 4.5%
Capital from Current 259 224 254 337| 379 1,453 12.2% 2,544 32.7% 3,997 20.3%
Debt Recoverable 36 73 31 14 16 170 1.4% 77 1.0% 247 1.3%
Debt 557 994 885 763| 676 3,876 32.6% 513 6.6% 4,388 22.3%
Total Funding 1,995 2,888 2,309 2,192|2,498| 11,881| 100.0% 7,785 100.0%| 19,667 100.0%

Note: "Reserves" also reflects future operating budget surpluses; proceeds from monetization of City assets and investments
additional Provincial and Federal funding. "Other" includes cash donations and third party contributions.
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Over the 10-Year period, the City is less relying on the debt and reserve/reserve funds as funding
sources. This is helped by increased Capital from Current funding which will total to $4.002 billion
over the 10-years period. Additionally, the non-debt financing strategy also helped in controlling
the debt level.

The City's capital works during 2015-2024 Capital Plan period is focused on SOGR projects, while
satisfying requests for growth related capital investment and service improvements, as noted in
chart 6 below.

Chart 6
2015-2024 Recommended Capital Budget and Plan by Category
3,500
3,000
2,500 -
g 2,000 N
g Improvement
= 1,500
1,000 ~
. SOGR
07 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
BLegislated 77 107 89 97 81 69 20 15 14 16
OHealth & Safety 34 34 30 15 17 19 16 19 20 25
& Growth Related 355 764 390 468 908 841 693 533 254 62
mService Improvement| 257 409 242 131 97 64 58 46 56 58
B30GR 1,271 1,573 1,557 1,482 1,396 1,096 993 941 935 921

e SOGR projects represent $12.166billion or 61.9% of the total capital investment;

o Growth related projects account for $5.268 billion or 26.8% of the total capital
investment;

e Service Improvement projects account for $1.1417 billion or 7.2%;
e Legislated projects account for $585 million or 3%; and,

e Health & Safety projects account for $0.229 million or 1.2% of the total capital
investment.
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State of Good Repair (SOGR) Backlog

Managing the a