Year-End 2023: Planning for the Future

Presentation to Audit Committee

July 5, 2024
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Summary: What happened in fiscal 2023

Highlights of major factors that impacted the City’s financial statements are as follows:
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The City is continuing to Demand for the City’s The City completed the
invest in its infrastructure services is continuing to implementation of two major
(i.e., tangible capital assets). increase, which is driving the accounting standards —
As the City’s continues to growth of our expenses. financial instruments and
age, more capital asset retirement obligations.

investments will be required.
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Financial position: Where we are

Balance Sheet: How are we doing?
($ Millions)

m2022 m2023

$57,569 $60,605

$26,089 $26,903 $31,480 $32,730

Total assets Total liabilities

Total accumulated surplus

Change ($): $3,036
Change (%): 5.3%

Change ($): $814
Change (%): 3.1%

Change ($): $1,250
Change (%): 4.0%

In fiscal 2023, the City continued to invest in its tangible capital assets.

It is important to note that most of the accumulated surplus balance reflects both

the current and historical investments that the City has made towards its key
infrastructure, such as recreation centres, light rail vehicles, and roads. This
balance excludes accumulated re-measurement gains and losses.

Asset Composition: What makes up the City’s assets?

Total
Assets

$60,605

Tangible capital assets
Investments

Cash and cash equivalents
Receivables

Investments in Government
Business Enterprises

Other assets

Liability Composition: What makes up the City’s liabilities?

Total
Liabilities

$26,903 %

Long-term debt
Employee benefit liabilities
Deferred revenue

Accounts payable and
accrued liabilities

Other liabilities
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Financial position: Financing our tangible capital assets

The City’s infrastructure (i.e., tangible capital assets or TCAs) are a key resource that the City uses to deliver its services. These assets
represent 71% of the City’s total assets balance, as well as close to 99% of the accumulated surplus balance.

Changes to our tangible capital assets (TCAS)
($ Millions)
B Increase Decrease M Total
$40,400 $42,853
w ($1,030) ($1,495)
Total net book Additions (i.e., Disposals Amortization Total net book
value acquisition of value
YE 2022 new assets) YE 2023

TCAs and their relationship with debt

To help finance critical capital projects, the City
issued $1.0 billion of debentures (including social
and green bonds) in fiscal 2023.

*  Council-directed debt servicing limit: 15.0%
+  City’s actual debt servicing ratio: 14.2%

*  Proportion of debt servicing costs to total
revenues: 5.8%

* Sinking fund as at December 31, 2023 (used
for debt repayment): $2.5 billion
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Financial performance: How we operated

Income Statement: How did we perform?
($ Millions)

m2022 m2023
$16,325

$15,633

$15,075

$13,875

Annual surplus

Total revenues Total expenses

Change ($): ($508)
Change (%): (28.9%)

Change ($): $692
Change (%): 4.4%

Change ($): $1,200
Change (%): 8.6%

Although the City’s performance is consistent with prior year’s results, growth of
expenses (8.6%) continues to outpace the growth of revenues (4.4%).

Revenue Composition: What makes up the City’s revenues?

|
|
|
Total
Revenues ‘ 3% -
2%
$16,325 19, ®
|
|

Taxation

Government transfers (i.e. grants)

User fees

Municipal Land Transfer Tax
Rent and Concessions
Development Charges
Investment Income

Government Business
Enterprise Earnings
Other Revenue Sources

Expense Composition: What makes up the City’s expenses?

N

|

|

Total -
Expenses ‘g 3%
= 2%

$15,075 |

|

Salaries and benefits
Contracted services
Amortization

Materials

Transfer Payments
Interest on Long-term Debt
Other Expenses
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Financial performance: Our sources of revenues

Total revenues: How did our revenues change from the previous year?

($ Millions)
B Increase Decrease M Total
$196 $16,325
: N
$233 3200
($19)
$102
$40
($185) F—
$15,633 ($287)

Total Property Gov't User Municipal Rent & Development  Investment Gov't Other Total
revenues taxes & transfers charges land concessions charges income business revenue revenues
YE 2022 taxes from transfer tax enterprise sources YE 2023

other gov'ts earnings

In fiscal 2023, the City’s total revenues increased by $692 largely due to increases in overall property tax rates and user fees. However, government transfers
continued to decrease due to the discontinuation of the federal and provincial governments’ support of the City’s pandemic-related activities.
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Financial performance: A closer review of our government transfers

Government transfers (i.e., grants) represent a key revenue source for the City to support our ongoing service delivery. In contrast to the pandemic years,
however, the overall amount of financial support provided by senior levels of government is decreasing, which may be problematic for future years.

Changes in our government grants Government grants as a % of expenses
($ Millions)
32.2%
m Non-pandemic related grants ® Pandemic related grants

$117
$986
28.4%
26.9%
$3,266 $3,477
Pre-pandemic 3-year 2022 2023 Pre-pandemic 3-year 2022 2023
average average

Note: Pre-pandemic average uses information for fiscal years 2017-2019 (inclusive).

0l ToRoNTO



Financial performance: Overview of our expenses

Total expenses: Why did our costs go up in comparison to 2022?

($ Millions)
B Increase Decrease M Total
128 _$su7 %65 = $25 $15,075
$13,875
Total Social & Transportation  Protection to Recreation Planning & Social Environmental Health General Total
expenses family persons & & cultural development housing services services gov't expenses
YE 2022 services property services YE 2023

In fiscal 2023, the City’s total expenses increased by $1,200, which was largely due to overall increases in services levels to support essential areas, which include
social services, public transit, and emergency shelters.
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Area to highlight: Implementation of new accounting standards

On January 1, 2023, the City adopted several new accounting standards — the most significant changes that have been reflected in the City’s 2023 Consolidated
Financial Statements are as follows:

Financial instruments Asset retirement obligations (AROS)

What is it? Assets and liabilities, such as investments and long-term debt. A liability, which represents legal obligations that are associated
with the retirement of a tangible capital asset. Example:
asbestos remediation in facilities

What is new? The City measures investments and long-term debt using fair The City recognizes a liability for its retirement costs upfront
market value versus cost. (i.e., when the tangible capital asset is acquired) versus when
the retirement costs are incurred.

Changes in fair market value are captured and tracked in a new
financial statement (Statement of Remeasurement Gains and
Losses).
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Concluding steps: Our annual financial report

As part of its concluding steps, the City prepares and publishes a copy of the annual financial report, which
provides an overview of:

. Key financial ratios and other financial information;
. City Council and Audit Committee; and

. Climate-related risks and opportunities, and our financial statements (consolidated, sinking funds, and
consolidated trust funds).

2023’s annual financial report will be available in the fall on the City’s website:
. Annual Financial Report — City of Toronto

Achieving Financial
Sustainability

2022 Annual Financial Report
for the year ended December 31, 2022
City of Toronto, Ontario, Canada
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https://www.toronto.ca/city-government/budget-finances/city-finance/annual-financial-report/

Thank you
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