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Capital Budget Overview

Introduction

A capital forecast is a multi-year financial plan that deals with the construction or acquisition of
capital infrastructure. The capital budget refers specifically to the first year of the capital
forecast (financial plan), and it is only these capital projects that are approved for spending by
Council. The capital projects in the balance of the 10 year forecast are subject to annual
updating and approval in future capital budgets. The 10 year capital forecast allows the City to
plan for the future financial resources required to fund infrastructure needs, identify the future
financial resource implications for the operating budget in order to operate and maintain the
capital assets and integrate with the City’s ongoing financial control systems, strategic
directions, priorities and objectives.

This budget provides for the addition to, or replacement of tangible capital assets as defined by
accounting standards (PSAB) as well as projects that are funded and/or managed as capital
projects. The latter applies mainly to some major “state of good repair” work on capital assets
that is not considered to qualify as full replacement. The City’s financial statements will,
however, reflect the methods of accounting for these works in compliance with PSAB.

2012 Capital Budget and 2013-2021 Forecast

The 2012 Capital Budget and 2013-2021 Forecast indicate expenditure and funding
requirements of $2.1 billion over the ten year period. This amount of spending does not come
without significant funding challenges.

Tax-based reserves are almost fully depleted and rely largely on the annual contribution from
the operating budget for replenishment. The base operating budget contribution is significantly
lower than the real annual funding requirements.

Development Charge Reserve Fund opening balances are in a deficit position and forecasted
growth infrastructure expenditures are significantly greater than projected Development
Charge receipts in the foreseeable future. Several programs are heavily dependent on
continued or new federal and/or provincial subsidies to proceed. Others rely on increasing
levels of borrowing from internal reserves.

The approved budget and the preliminary forecast have been prepared in the context of a long
term capital funding strategy designed to respond to the rapid growth of the City while keeping
risk at a manageable level. That funding strategy will require continued refinement and
adaptation. It leaves a significant number of priority initiatives deferred or unfunded which will
need to be addressed in future years.
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Capital Budget Overview

2012 Capital Budget Summary
(2008 to 2011 Approved Budgets noted for context)

($000s) 2008 2009 2010 2011 2012

BUILDINGS AND PROPERTY MANAGEMENT $4,482 $7,235 $4,009 $4,694  $7,408

COMMUNITY SERVICES $85,087 $58,839 $70,617  $47,766  $60,658
CORPORATE SERVICES S0 $53 $23 $23 S775
ECONOMIC DEVELOPMENT AND S0 S0 813 S3 $6

COMMUNICATIONS
FINANCIAL AND INFORMATION SERVICES $6,957 $9,810 $7,653 $8,992  $7,823

HUMAN RESOURCES S0 S3 S3 S14 S14
PLANNING, DESIGN AND DEVELOPMENT $695 $5,925 8272 $1,781  $1,009
WORKS AND TRANSPORTATION $147,798 $182,462 $154,616 $149,914 $110,388
CITY MANAGER S0 S5 S5 S3 S5
MAYOR AND COUNCIL S0 $13 813 $13 $13
NON DEPARTMENTAL $13,660 S0 S0 S0 S0
BRAMPTON PUBLIC LIBRARY 5,234 $18,452 54,177 $2,477  S2,477

Total Approved Capital $263,913 $282,797 $241,401 $215,680 $190,576

Note: Based on approved Capital Budgets. Figures may not add due to rounding.
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Capital Budget Overview
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2012 - 2021 Capital Forecast Summary

($000s) 2012- 2016 2017-2021 Total
BUILDINGS AND PROPERTY MANAGEMENT $31,153 $37,316 $68,469
COMMUNITY SERVICES $357,984 $310,346  $668,330
CORPORATE SERVICES $2,625 $125 $2,750
ECONOMIC DEVELOPMENT AND COMMUNICATIONS $18 $15 $33
FINANCIAL AND INFORMATION SERVICES $40,351 $44,582 $84,933
HUMAN RESOURCES S70 S70 $140
PLANNING, DESIGN AND DEVELOPMENT $2,115 S646 $2,761
WORKS AND TRANSPORTATION $656,019 S562,417 S$1,218,436
CITY MANAGER $25 $25 S50
MAYOR AND COUNCIL S65 S65 $130
BRAMPTON PUBLIC LIBRARY $26,885 $18,185 $45,070
Total Approved Capital $1,117,310 $973,792 $2,091,102

Note: Figures may not add due to rounding
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Capital Budget Overview
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2012 Capital Funding

The approved 2012 Capital Budget stands at $190.6 million, funded from the following sources:

e Development Charge Reserve Funds ($98.3 million)

e 10% Non Development Charge Requirement ($5.4 million)

e Tax Based Capital Contributions ($27.1 million)

e Brampton Public Library Operating Budget (S1.6 million)

e Internal Borrowing ($5.6 million)

e Federal / Provincial Subsidies ($42.8 million)

e External Recoveries: e.g. Region of Peel, Developers ($1.2 million)

e Other funding: e.g. Cash-in-lieu of Parkland, Other Reserves ($8.6 million)
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Capital Budget Overview
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2012 - 2021 Capital Funding

The approved 2012 - 2021 Capital Forecast stands at $2.1 billion, funded from the following

sources:
e Development Charge Reserve Funds ($1.075 billion)
e 10% Non Development Charge Requirement ($44.5 million)
e Tax Based Capital Contributions ($366.7 million)
e Brampton Public Library Operating Budget ($23.3 million)
e Internal Borrowing ($73.5 million)
e Federal / Provincial Subsidies ($338.7 million)
e External Recoveries: e.g. Region of Peel, Developers ($40.6 million)
e Other funding: e.g. Cash-in-lieu of Parkland, Other Reserves ($128.2 million)
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Capital Budget Overview
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Development Charge Reserve Funds

The approved 2012 Capital Budget includes funding of $98.3 million from Development Charges
(DC) with $1.1 billion in estimated DC funding requirements projected over the ten-year
forecast period. The ten-year DC reserve fund forecast, included as Schedule C of this
document, shows the extent of the financing that will be needed if the City is to continue its
practice of putting infrastructure in place in advance of development. An essential component
of this year’s process was a rigorous review by the Works & Transportation, Planning,
Community Services and Financial and Information Services Departments to ensure that critical
infrastructure would be appropriately timed to support development, while respecting the
constraints of the City’s financial capabilities.

The DC Reserve Funds will be over committed by $262 million at the beginning of 2012, in part
because of the sharp drop off of revenue in 2008 and 2009. The $98 million 2012 budget
requirement will be added to this, for a starting deficit of $360 million. It is essential that
expected revenue materialize in 2012, to bring the resulting deficit down to $258 million, a
level that can be managed at present by interim borrowing from reserve and working funds to
cover cash flow deficiencies until adequate DC balances are on hand. The 2012 revenue

forecast of $111 million is based on a projected 3,800 residential units obtaining building
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Capital Budget Overview

permits, is higher than the 2011 level of 3,200 and compared to levels experienced in any year
since 2007.

Total DC Reserve Fund balances are negative for every year within the ten year forecast based
on projected revenue and funding requirements. During the 2009 DC review, it was
determined that temporary financing from internal sources could support DC deficits of no
more than $300 million. It is inherent in the structure of development charges that deficits will
occur if infrastructure is to be provided in advance of development, but the negative balances
shown in Schedule C are not sustainable in the current circumstances. The $300 million internal
financing limit is subject to annual review to ensure that it remains sustainable. Declining cash
balances over the past two years suggest that the cap needs to be reduced. Furthermore, the
deficit must be eliminated before build-out of the City, when a sharp drop in DC revenue can be
expected. For both of these reasons the Capital Forecast includes annual reductions in the
permitted deficit. Additionally, caps have had to be imposed on programs that have tended to
exceed the long term capacity to recover sufficient DCs to eliminate the program deficit.

The 2012 Capital Budget and Forecast were developed with the gradually reduced cap as a
guide. Therefore, projects have had to be deferred or delayed, and it can be expected that each
year’s budget requirements will be subjected to close scrutiny with projects potentially
deferred to stay within the cap.

In 2012, staff is recommending Council engage members of the community in a discussion
about these financial pressures, including the prudent use of external debt. The launch of the
strategic plan provides a forum for discussions with Brampton residents about how to provide
and pay for important community amenities and facilities.
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Capital Budget Overview

10% Non-Development Charge Contribution

The required tax based co-funding contribution to DC eligible growth projects is $5.4 million for
2012, with an additional $39.1 million required over the 2013-2021 forecast period. Based on
the existing reserve fund balance and the current annual base contribution from the operating
budget, there is an estimated $17.2 million shortfall over the four-year period. The current
practice has been to fund the shortfall between the annual contribution to the reserve fund
(currently $3.0 million) and the annual capital requirement by internal borrowing with
repayments over a ten-year period (principal only) starting in the year following budget
approval. However, given the depletion of reserves available for this purpose, this funding gap
needs to be addressed through a long term funding strategy including consideration of external
debt. For 2012, internal borrowing of $2.0 million will be required to fund 2012 requirements.

Tax Based Capital Funding

As mentioned previously, annual tax funding required for capital exceeds the amounts provided
from the tax base each year such that the available balance in Reserve Fund #4 (Capital Asset
Repair & Replacement) is minimal. The Federal gas tax funding received by the City under the
current funding agreement, and programs previously identified as “Unfunded” are now being
addressed, at least partially. The use of Federal gas tax as a long-term funding source is
contingent on the continuation of the program as currently defined, including the City’s sharing
in @ major portion of the Region of Peel Gas Tax allocation. While the Federal Gas Tax has been
made permanent, the agreement currently in force extends only to 2014. Even with the use of
Federal gas tax, the unfunded tax based capital requirement is $296.4 million over 10 years (the
“Infrastructure Deficit”), mainly for repair and replacement of the existing infrastructure base.
With an accumulated backlog of unfunded work, the shortfall for 2012 is $90 million. This
infrastructure deficit is further detailed in the section on “Unfunded Requirements”.
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Capital Budget Overview

Cash In Lieu of Parkland

The ten-year capital program attempts to reflect core programming needs and take advantage
of timing opportunities for parkland acquisition. However, given cash flow constraints, it does
not fully deliver a program that maintains existing service level standards. Due to inadequate
internal funding sources to cash flow additional priorities based on future receipts, several
projects remain unfunded at present. Staff is reviewing the City’s existing CIL By-law and rates
with a view to implementing improvements early in 2012 to better reflect the City’s real needs.

The acquisition of woodlots has not required funding in the past, as they have been obtained
through the land development process. However, should they need to be purchased in future,
up to $105 million would be required for the program over 10 years. There is no available
funding source for this program.

Internal Borrowing

Included within the 2012 Capital Budget is the requirement for $5.6 million in new internal
financing for tax based capital programs. The amount is required for ongoing programs that
have been deemed to be “revolving” in nature, such as Fire replacement vehicles and
information technology infrastructure. It is proposed that all of these loans be financed from
the Community Investment Fund.

Internally financed projects such as Works Yards, Fleet/Fire vehicle replacements, IT
infrastructure replacement, and energy programs have in the past been advanced largely with
the use of borrowing from the Community Investment Reserve Fund and the General Rate
Stabilization Reserve. However, balances available in these reserves (at least in the medium
term) are inadequate to fund new capital programming beyond 2014, leaving a funding gap of
$38 million from 2015-2021. In order to proceed with these projects beyond 2014, it is
necessary this funding gap be addressed as part of the long term funding model being
developed.
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Capital Budget Overview

Subsidies and Grants

The 2012 Capital Budget includes various federal and provincial grants and subsidies that have
been applied to eligible programs. Annual funding, to a large extent, is limited to Transit capital
programs.

Federal Acceleride Program (total grant up to 595 million)

e Zim (2012: $6.9 million)

Provincial Acceleride Program (total grant S95 million)

e Zim (2012: $7.8 million)

Municipal Transit Capital Program
e Bus Shelters/Pads/Stops($0.6 million)
e Bus Refurbishments  ($0.8 million)
MTO Transitioning Funding
e Low-Floor Replacement Bus Purchases ($0.2 million)
Federal Gas Tax Program (526.5 million applied in 2012, including the City’s share of the Region
of Peel Gas Tax allocation)

e Roads and Bridges for reduced fuel consumption and energy efficiency (513 million)

e Vehicles and Equipment for energy efficiency ($7.8 million)

e Storm Water Management Studies/Restoration ($3.5 million)

e Indoor & Outdoor Asset Replacements and Retrofits for energy efficiency (52.2 million)
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Capital Budget Overview

Unfunded Needs

Departments have identified a number of projects within their Capital Budget and Forecast
submissions for which no funding source is currently available to proceed within the ten-year
period. These projects will require additional prioritization and/or decisions on alternative
financing.

The major element of the unfunded requirement is the Asset Repair and Replacement Program
(“Infrastructure Deficit”) in the amount of $296.4 million including:

e Indoor Recreation (2012: $38M; 2013-2021: $29.5M)

e Outdoor Recreation (2012: $18.6M; 2013-2021: $34.5M)

e Stormwater Restoration (2014-2021: $16.4M)

e Road Repairs (2014-2021: $25.1M)

e Corporate Facilities (2012: $18.9M; 2013-2021: $12.M)

e Emergency Measures (2012: $3.6M)

e Recreation: Redevelopment (2012: $4.9M; 2013-2021: S65M)
e Fire Facilities & Equipment (2012: $0.3M; 2013-2021: $17.6M)

There is approximately $78 million in depreciation on the capital asset base annually, a figure
that is a partial indicator of the amount the City should be contributing each year to
replacement and rehabilitation of the capital assets. This amount differs significantly from the
2012 budgeted expenditure of $53 million (funded by tax based funding and Federal Gas Tax)
and it is this differential that accumulates annually as the overall capital backlog. Furthermore,
annual depreciation is based on historical capital cost, not current or future replacement cost,
and therefore the true annual operating contribution shortfall is actually understated.

The 10 year capital budget and forecast also includes $158 million of unfunded growth related
DC programs plus the unfunded Cash in Lieu of Parkland requirement of $46.6M. In addition to,
the projects identified as unfunded, other projects that are included as funded have been
deferred beyond the ideal timing within the 10 year forecast. This is particularly the case for
the Roads program. Some key programs that remain unfunded within the 10 year forecast
include: Fire facilities, satellite works yards, recreation facilities and community parks, animal
shelter and cemetery and District Library.
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Capital Budget Overview

Federal gas tax funding under the current agreement has provided a much needed resource to
alleviate some of the capital backlog, and the City will rely heavily on continuation of this
program into the future to assist with capital asset replacement needs. In 2012, $26.5 million in
capital projects and $54.6 million in 2013-2014 would have otherwise remained on the
unfunded list without the assistance of Federal gas tax funding. These projects include
increased road resurfacing, storm water management pond restorations, street lighting
retrofits, energy retrofits, transit bus replacements and refurbishments, planning studies and
knowledge based systems.

Cash Flow

The cash flow identified in the 2012 Capital Project Detail Sheets is currently shown as being
fully spent in 2012. In reality, for many projects, spending occurs over several years. Early in
2012, staff will provide to Council for approval a full Cash Flow Budget inclusive of 2012 capital
projects and unspent funding from previously approved capital projects, in 2011 and earlier.

Operating Impacts of 2012 Capital Projects

With approval of the 2012 Capital Budget program, the impact on the operating budget for
2013 and beyond is estimated to be approximately $5.0 million. In addition to these costs,
there will be operating impacts resulting from the subdivision assumption process (i.e. roads
and parks growth) which the City does not include in its capital program and operating costs
from prior years Capital Budget approvals.
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