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Overview of the Capital Budget

CITY OF GREATER SUDBURY 2018 BUDGET

The capital budget includes estimated capital project revenue and expenses required to build, replace and maintain
capital assets owned by the City. The capital budget is distinguished from the annual operating budget, which
provides for the City’s day-to-day expenditures for items, including salaries, heat, hydro, maintenance and others.
Each capital project identified in the capital budget means an undertaking for which capital expenditures are made
or are to be made, including expenditures to acquire, improve, repair, replace, construct or extend life of land,
buildings, structures, machinery and equipment, software, infrastructure, linear assets and studies.

The capital budget includes the cost of each capital project and the source of funding including: capital envelopes,
reserves, government funding, financing future years, external debt financing, and third party recoveries. The
capital envelope amount is the portion of the annual property tax levy shown as Contribution to Capital within the
Operating Budget. The capital envelope for water and wastewater, is the portion from the annual water/wastewater

user fees.

2018 to 2022 Capital Plan

The 2018 Capital Budget has capital expenditures of $162 million, compared to $222.6 million in 2017. It addresses
the City’s capital needs to support strategic business plans and address aging infrastructure, and is summarized by
department or division and detailed by specific capital projects on the pages within this section of the document.
The amount of the budget has decreased from 2017 due to lower amounts of government grants and a lack of
financing in future years, which has been partially offset by the use of proposed external debt financing, for
Municipal Road 35, as shown in the table below. The majority of the City’s capital needs continue to be related

to the replacement of existing infrastructure in the areas of roads, bridges, water/wastewater, facilities and fleet.

The table below summarizes the overall Capital Budget by funding sources:

Funding Source 2018 Budget Amounts 2017 Approved
Budget Amounts
(for comparison)
Capital Envelope (Tax Levy) $70,953,555 $65,424,022
Reserves — Capital $13,904,612 $31,181,428
Reserves — Obligatory $1,175,000 $1,075,000
Government Funding $34,843,733 $89,211,455
Financing Future Years SO $35,709,176
External Debt Financing $38,584,239 SO
Third Party Recoveries $2,514,000 SO
Total Funding = Total Capital Budget Expenditures $161,975,139 $222,601,081
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Asset Management Plan

The City completed an Asset Management Plan that was presented to Council in December 2016. It highlighted the

infrastructure requirement plans for areas including roads, water/wastewater, facilities, transit, landfills, fleet and
more, along with a proposed financing strategy.

Condition Assessments, Defined Levels of Service,
Growth Projections

§

Master Plans including Transportation,
Water/Wastewater, Parks and other

-

Asset Management Plan
(in progress and will be expanded in future)

§

Annual Capital Budget and Four Year Capital Outlook,
and Long-Term Financial Plan

X

CurrentAsset Portfolio, Tangible Capital Asset
Reporting

The City will develop a formal asset management framework of which some key elements are already in place,
while others are still evolving or will begin in the future. This system will continue to improve as critical information
is collected and analyzed for decision-making purposes. The City has been working to increase investment in

capital replacements, however, these resources will need to be further enhanced to address the large
infrastructure requirement.
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This planning framework begins with our current asset portfolio, with an estimated replacement value of more than
S7 billion. This portfolio includes facilities, roads, water and wastewater infrastructure, parks and fleet. The City

is behind in maintenance and renewal as a result of deferred replacement activities, as historically shown in the
unfunded capital needs in previous capital budget documents and previously stated infrastructure requirements.
Further to the Asset Management Strategy report presented to the Finance and Administration Committee in
October 2017, the City will be developing an enterprise-wide approach to prioritizing capital investment starting with
the 2019 Budget. It involves a strategic asset management planning approach, changes to certain financial policies, in
particular the capital budget policy, and a new process for describing and deciding which investments

will be made in any given budget year. The City will continue to work on items relating to planning for capital assets
that include:

Clearly Defined Levels of Service (LOS): Asset planning needs to begin with objectives. These objectives guide
our planning. For example, water service is planned based on a target water pressure. Higher levels of service
will generally cost more to develop and maintain. Finding the right balance between affordability and levels of
service requires an ongoing examination by City Council and residents.

Condition Assessments: Provide an indication of the condition of the asset. The asset condition determines
whether or not it can provide the level of service required. While some assets can be examined visually, others,
such as water and sewer pipes, are difficult and costly to assess. However, without this information, it is
impossible to develop a manageable and affordable renewal plan.

Growth Projections: Asset planning must also take into consideration the requirements of new people moving
into the city. Population growth requires the development of new assets based on the target level of service.

Master Plans: For each asset class, the City has either developed or is developing a long-term plan using the
information described above as the key inputs. These plans generally have a scope of more than 20 years and
will describe investment, construction, and renewal plans for assets to maintain the target level of service.

City-Wide Asset Management Plans: Each of the master plans are consolidated and adjusted to ensure that
over time, the required investment plan is manageable, feasible, and affordable. Peaks in one plan may require
corresponding valleys in another plan to be adjusted so they don’t occur at the same time.

Long-Term Financial Plan: In addition to the Asset Management Plan, the City will develop 20 to 50 year
assumptions regarding revenues and other sources of funding for the plan, as well as assumptions about the
cost of operations. The Long-Term Financial Plan, which the City completed during the second quarter of 2017,
provides guidance for making major decisions. The plan enables us to understand the impact of major financial
investments on our capacity in future years and better determine the answers to significant planning and
financial questions.
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Highlights of 2018

Roads and Drains Capital Budget

The Roads and Drains 2018 capital budget is approximately $103.4 million and represents almost 64 % of the Capital
Budget. This is lower than the 2017 Budget of $134.4 million. The amount shows continued spending at record levels
by the City to improve roads in our community, but has decreased due to lower estimated amounts of government
grants. The Maley Drive Extension project has a total estimated cost of $80.1 million with 2/3 government grant
funding of $53.4 million. This amount has been partially offset in the 2018 budget with the inclusion of 2/3 proposed
grant funding for Lorne Street at a total cost of $24.9 million as well as Municipal Road (MR) 35 at a total estimated
cost of $33.2 million. Each of these is further explained below. The proposed government funding for Lorne Street

is in addition to the permanent grant funding from Federal Gas Taxes and Ontario Community Infrastructure Fund
(OCIF).

Four-laning of Municipal Road 35: Estimated cost: $33.2 million

This proposed project is to four-lane the remainder of MR 35, which connects Sudbury with Chelmsford, Dowling,
Levack and Onaping. This project also includes the rehabilitation of the existing two lanes as identified in the 2016
Capital Budget. In addition to obtaining external debt financing to fund this project, the City will submit applications
to the federal and provincial governments for infrastructure funding as the project will be eligible and ready for
construction during the next round of federal infrastructure funding applications. Government grants were not
identified as a funding source based on Council’s resolution in June 2017 to fund this project with external debt
financing.

Reconstruction of Lorne Street: Estimated cost: $24.9 million

This project will reconstruct the remaining part of Lorne Street in 2018. The City will complete the initial portion
during 2017 based on funds identified in the 2016 Capital Budget. Funds identified in the 2018 Capital Budget are to
complete detailed design engineering to ensure the project is shovel ready for the next proposed round of federal
infrastructure funding applications. This project includes assumed funding from senior levels of government as well
as external debt obtained by the City to fund its portion.

Additional Roads and Drains Projects

An increase in Ontario Community Infrastructure Funding from $4.3 million in 2017, to $6.0 million in 2018, will be
used toward road improvements including Dominion Drive, Beatty Street and EIm Street.

Federal Gas Tax funds of $9.5 million are being used to fund various local roads and bridge improvements.

Some of the other large projects within Roads and Transportation include Dominion Drive, Beatty Street, EIm Street,

MR 55 Vermillion River Bridge, Salt and Sand Dome Design, and Crean Hill Road from MR 4 to Victoria Mine. Projects
approved by Council in 2017, including additional funding for the Elgin Street Greenway and funding for the Capreol

Community Improvement Plan (CIP) Waterfront Project are also significant.

A substantial project within the Drainage area is the Green Avenue Stormwater Conveyance Improvements of $2.1
million as approved by Council during 2017 to be funded within the 2018 Capital Budget.

There are significant capital projects to be completed from the 2017 Capital Budget by the end of March 2018. These
projects have received funding from the Clean Water and Wastewater Fund, Public Transit Infrastructure Fund and
the Ministry of Environment and Climate Change for various roads, bridges and subwatershed studies projects.
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Highlights of 2018

Water/Wastewater

The capital budget for water/wastewater is approximately $37.2 million in 2018, compared to $56.2 million in 2017.
This decrease is due mainly to lower government grants as explained below:

In 2017, there was a Clean Water and Wastewater Fund grant of $6.7 million for water and $160,000 for wastewater.
This grant funded various watermain and sewermain improvements in our community.

In 2017, there was internal financing of $16.7 million for various wastewater capital projects, such as the St. Charles
Lift Station upgrades, Gatchell Outfall Sewer, Sudbury Wastewater Treatment Plant upgrades, and Lively Sanitary
Sewer upgrades.

These reductions were offset by an increase to the capital envelopes which received a higher allocation based on
Council direction for a water/wastewater user fee increase of 7.4 % in 2018, in line with the Long-Term Financial Plan
for this division.

Citizen and Leisure Services

The 2018 capital budget for Citizen and Leisure Services is $5.8 million compared to $4.6 million in 2017. The
increase is due mainly to the inclusion of the Elgin Street Greenway ($1.6 million including proposed government
grants) and the Capreol Community Improvement Plan ($240,000) projects approved by Council in 2017 to be
included in the 2018 Capital Budget. The budget also includes seed funding for the Therapeutic/Leisure Pool in the
amount of $300,000 in 2018, as well as $350,000 in the 2019 and 2020 Capital Outlook contingent on fundraising
a residual amount for construction. Furthermore, funds have been allocated to replace HVAC equipment at various
pools, to replace the roof at the Howard Armstrong Recreation Centre, and to complete structural repairs at the
Chelmsford and Sudbury arenas.

Transit

The 2018 capital budget for Transit is approximately $921,000, compared to $10.7 million in 2017. This significant
decrease is the result of the City’s allocation of $5.3 million from the Public Transit Infrastructure Fund (PTIF) which
was included in the 2017 Capital Budget. The PTIF funding allocated 50 % of project costs and is being used to
accelerate the replacement of transit buses, transit ridership and maintenance software, roof replacement at the
Transit/Fleet Garage and other facility replacement and improvement projects. The City funded the remaining 50 %
of these projects with $1.4 million in Provincial Gas Tax funds, including internal financing being repaid with future
Provincial Gas Tax funds of $3.7 million, and funds from capital envelopes. The repayment of these PTIF projects is
shown in the 2018 Capital Budget from Provincial Gas Taxes of $800,000.

Facilities

The capital budget for Facilities has increased slightly from $2.2 million in 2017 to $2.5 million in 2018. Capital
projects set for 2018 include internal financing repayments for the Tom Davies Square Courtyard renovations,
additional funding for the courtyard and parking roof project, as well as $470,000 in improvements at various
EMS and Fire Halls including the Lionel E. Lalonde Centre. There are significant capital needs for replacements and
improvements to various City facilities due to age, condition beyond useful life, and health and safety concerns.

Fire

The capital budget for Fire is $1.3 million in 2018 which is a decrease from $2.5 million in 2017. The budget includes the
purchase of two front line response vehicles as well as the internal financing repayments for an Aerial Fire Truck that
was approved in the 2017 budget.
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Highlights of 2018

Police Headquarter Renovations

The Greater Sudbury Police Service has a draft capital budget of approximately $1.8 million. The budget includes additional
funding from the tax levy / capital envelopes to set aside funds for external debt repayments for the pending building
renovations at the existing headquarters and Lionel E. Lalonde Centre, or for a new building. Police Services will proceed
with a building assessment during 2018 in order to provide a recommendation for the 2019 Budget.

Annual Increase to Operating Budget

The Capital Budget includes new or expanded capital assets and infrastructure that will have an impact on future
operating budgets when these assets are completed and placed into service. The increased costs are due to higher
staffing costs, materials, contract services and utilities associated with maintaining the operation and use of these
new and expanded assets. The new and expanded assets also provide for a cleaner environment, as in the case of
Active Transportation Assets, as well as beautification of downtown areas of the City (Sudbury and Capreol). The
table below shows a summary of the impact on the operating budget for increased expenses as shown within the
notes in each respective capital budget area below:

Capital Budget Annual Operating
Area/Project Budget Impact
Citizen and Leisure — Capreol CIP Waterfront $72,500
Citizen and Leisure — Elgin Street Greenway $67,500
Citizen and Leisure — Garson Splash Pad $10,000
Citizen and Leisure — Copper Cliff Splash Pad $10,000
Roads — Active Transportation Assets $24,676
Roads — Kelly Lake Road S$5,365
Roads — Dominion Drive $4,233
Roads — Sidewalks $3,465
Total Annual Operating Budget Impact (Increase to annual operating expenses) $197,739

CITY OF GREATER SUDBURY 2018 BUDGET
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Financing Plan

Government Grants

The 2018 Capital Budget includes approximately $34.8 million of federal and provincial grants. This includes $17.2
million from ongoing Federal Gas Tax ($10.4 million) and Provincial Gas Tax ($800,000) funds, as well Ontario
Community Infrastructure Fund (OCIF) dollars (56 million). The amount of Provincial Gas Tax funds used in the capital
budget varies from year to year based on the Transit Long-Term Financial Plan. In 2018 it represents the internal
financing repayment for the PTIF related capital projects approved in the 2017 Capital Budget.

The significant one-time funding opportunities that are assumed from senior levels of government are summarized
in the chart below. This funding is based on applications to be submitted that have not been approved by Federal
or Provincial Governments. Should the government funding not be approved, a future report will be presented to
Council for direction on the projects and other funding sources.

Government Grant Capital Budget Area/Project Amount

Federal Grant Roads — Lorne Street and MR 55 $8,287,059
Provincial Grant Roads — Lorne Street and MR 55 $8,287,059
Federal Grant Citizen and Leisure — Elgin Greenway $467,000
Provincial Grant Citizen and Leisure — Elgin Greenway $467,000
Provincial Grant Health and Social Services — $80,000

Office Renovations Children and Social Services
Total One-Time Capital Funding $17,588,118

This is a significant decrease from the 2017 Capital Budget which included one-time capital funding of $73.6 million,
encompassing funding for the Maley Drive Extension project. The 2017 grants require the funds be spent by the end
of March 2018, with the exception of the Maley Drive Extension project funds. As such, there is a significant number
of capital projects in progress during 2017 that should be completed early in 2018.

Special Capital Levy of 1.5 %

The City’s initial Long-Term Financial Plan from 2002 recommended an annual increase in capital funding of 2.3 %
of the previous year’s property tax increase to address the infrastructure requirement. The Long-Term Financial Plan
Audit by the Auditor General’s Office indicates that previous Councils approved a separate capital levy only for a few
years during the mid 2000s, which was then offset by a permanent reduction in the capital envelopes in 2010.

Consistent with prior years, staff recommends a special capital levy of 1.5 % within the 2018 budget, which would
represent approximately a $3.75 million investment in our infrastructure. This amount will be used to fund specific
projects during 2018, or as debt repayment to obtain up to $50 million of external debt. Because the capital levy is
meant to address the infrastructure requirement, including replacement of existing capital assets, it is recommended
these additional funds be allocated to improve, rehabilitate and replace various assets used by citizens as well as to
provide services to residents.

If Council approves an additional capital levy for 2018, staff will present a future report to Council identifying
significant capital projects determined by the Executive Leadership Team based on a risk based, enterprise-wide
approach.
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Financing Plan

External Debt Financing

The use of external debt financing has been considered and incorporated into the 2018 Capital Budget due to
continuing low interest rates, coupled with the City’s infrastructure requirement. The additional capital levy of 1.5 %
is being considered to obtain additional external debt to fund the continuing debt repayments. The City will look to
obtain external debt financing to fund the City’s proposed shares for Municipal Road 35 and Lorne Street based on
the assumption of proposed funding from senior levels of government for Lorne Street only. The chart below also
includes proposed external debt for the Event Centre on the Kingsway pending Council’s decision on the business
case. The amounts below are in addition to the $5 million Council approved during the 2017 Capital Budget as a
grant contribution to a Place des arts capital project.

Capital Budget Area/Project External Debt Financing Amount
Roads — MR 35 from Highway 144 to Notre Dame East $30,854,201
Roads — Lorne Street and MR 55 from Elm Street to Power Street $7,730,038

Additional Capital Levy - Potential additional external debt for Facilities if
additional capital levy of 1.5% is used to fund external debt repayments up to

$3.75 million Up to $50,000,000
Event Centre on the Kingsway $90 million
Total Potential External Debt Financing $128.6 million to $178.6 million

(depending on allocation of capital levy to debt)

Please refer to the Budget Overview tab for additional information on debt financing.

Water/Wastewater Capital Budget

Please note that detailed financial information on water/wastewater capital budget can be found at the
Water/Wastewater tab of this document.
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