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Executive Summary

Introduction

The City of Mississauga’s Long-Range Financial Plan (“LRFP”) is the first comprehensive long-range financial planning document developed
by the City. The document provides a summary of the key challenges being faced by the municipality, a financial condition assessment for
the City, and a snapshot of the City’s anticipated financial position over the next ten years.

The key objectives of the City’'s LRFP are to:

- Ensure the current range and level of service provision can be maintained

- Identify the City’s capacity to grow, and

- Ensure the City is maintaining a strong cash position in its reserves and reserve funds to sustain funding during unforeseen or
unusual circumstances.

Mississauga’s finances earned a 12" consecutive AAA credit rating from Standard & Poor’s Rating Service

STANDARD (“S&P”) in September of 2015. S&P called the City’s diversified economy “very strong,” and said its

exceptional liquidity and very low debt burden were other key factors in its assessment. S&P added that
& POOR’ S Mississauga’s competitive tax rates, proximity to major markets and extensive transportation network have
enhanced its economy and help attract and retain investment.

These strong financial characteristics provide the City with financial resilience in dealing with future financial challenges and will help form
the foundation for the future. This will ensure the continuation of high quality services for residents.

Notwithstanding these significant and strong attributes, the City of Mississauga faces future financial challenges. The City does not have
sufficient and flexible revenue generating tools, so the City’s ability to replace aging infrastructure and fund other long-term or major
expenditures can only be accomplished through reliance on funding from senior levels of government, the use of existing reserves, issuance
of new debt, or increases to the tax levy. Also, other large-scale projects and initiatives, some which are still not fully scoped, could have
significant pressure on future expenditure levels. Future iterations of the LRFP will address these and other, yet unidentified challenges and
opportunities. Furthermore, the guiding financial sustainability principles as outlined below will aid in the implementation of all future plans.

Long Range Financial Plan
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Sustainability

Whether a government is living
within its means.

Sustainability is the ability to provide

and maintain existing programs

Financial Sustainability Principles

Flexibility

Whether a government can meet
rising commitments by expanding
its revenues or increasing its debt.

Flexibility is the degree to which a

Vulnerability

The extent to which a government
relies on money it cannot control.

Vulnerability is focused on minimizing

the level of risk that could impact its

without resorting to unplanned municipality can issue debt or generate ability to meet financial obligations and

Increases in rates or cuts in service. revenues without affecting the credit commitments including the delivery of

rating. services.

About Mississauga

Mississauga is a young, modern, successful city. Incorporated in 1974, the City is the proud home of more than three quarters of a million
people. Mississauga outpaces other cities with its global connections, vibrant communities and aspirational vision for the future.
Mississauga’s Strategic Plan — Our Future Mississauga —outlines the strategic interventions we need to make over the coming decades to
achieve this vision, while retaining a commitment to provide quality services and infrastructure in a fiscally responsible manner.
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Interesting Facts about the City of Mississauga:

- At 292.4 km?, Mississauga’s total land area is larger than that of Paris,
Boston, or Seattle

- Mississauga has a beautiful waterfront, resting on the shores of Lake Ontario,
as well as a thriving downtown

- In addition to its urban and suburban environments, the City contains more
than 2,900 hectares of municipal parks and forests

- The third largest municipal transit system in Ontario uses the City’s 5,220
lane kilometres of roadways to connect residents to home, work, play, school,
travel and healthcare

- Mississauga is home to over 63,000 businesses of which 70 are Fortune 500
companies providing over 420,000 jobs

- Mississauga has easy access to global markets as home to Canada’s largest
and busiest airport, Pearson International, as well as access to seven major
highways

- With a population of 760,000, Mississauga is the sixth largest city in Canada and the 24" largest in Canada and the United States

- Mississauga is home to many cultures and faiths.

Long Range Financial Plan
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BMA Management Consulting Inc. (“BMA”) was retained by the City of Mississauga to undertake a Financial Condition Assessment of the
City. Details from the assessment have been included in the long range financial plan. In summary, the City’s existing financial health has
many strong positives:

Growth/Socio-Economic

Levy, Property Taxes and
Indicators

Affordability Indicators

Population Growth Assessment Composition

Population Density Richness of the Assessment Base

Demographics Assessment Growth

Unemployment Rate Municipal Levy Per Capita

Employment Rate Municipal Levy Per 5100,000 of Weighted
Assessment

Employment Growth Levy Trends

Commercial & Industrial Vacancy Rates Property Taxes on an Executive House

@@ Q@G GEPEEGGE
SN ERECol ERTCC RGN G

Construction Activity Residential Affordability

Household Income Non-Residential Tax Ratios
Non-Residential Property Taxes Per

Citizen Satisfaction

Square Foot
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The Long Range Financial Plan

There are many and varied initiatives currently being undertaken across the City. These initiatives are often interconnected and can
significantly impact the City’s LRFP. They are:

e Strategic Plan

* Business Plan & Budget

» Capital Priority Setting

* Asset Management

e Debt Management, and

* Reserve & Reserve Fund Management

Concurrent with the LRFP, an extensive review was undertaken of the city’s reserves and reserve funds, as maintaining sufficient reserve
and reserve funds is a critical component of the City’s long-term financial plan. In order to provide better financial management and flexibility,
recommendations have been made to:

* Close some reserves

« Consolidate some reserves and reserve funds, and

» Establish formal policies and targets for some of the more significant reserve and reserve funds, to ensure improved forecasting
and financial planning.

The Long-Range Financial Plan model is an essential tool for long-term planning for the City. The model has been developed to provide an
indication of the City’s future operating, capital, debt and reserves and reserve fund requirements, given current conditions. The strength of
the model lies in its ability to identify implications of future strategies and initiatives as they are proposed, and to confirm the financial
impacts of these strategies and determine affordability and impacts on the City’s financial position.

The model has the flexibility to set and change assumptions for each major variable. The model allows for incremental or one-time
adjustments, and tracking the financial impact to each service area, reserves and reserve funds, debt and the overall tax levy impact to the
City. Included for decision-making purposes are standardized reports including graphs and tables that summarize the model’s results. The
model is interdependent, so can be used to determine the impact of specific decisions.

The LRFP provides an estimate of our operating, capital and reserve requirements over the next ten years. The estimates are founded on a
series of assumptions based on current service levels and economic factors. Based on current information, the model indicates that the City
will continue to be in a financially stable position over the next ten years. However, this assumes that tax increases, the infrastructure levy,
and reliance on funding from senior levels of government will continue.

The LRFP model developed for the City of Mississauga will assist Council members, the Leadership Team and staff involved in major
corporate planning initiatives in identifying and assessing the financial implications of major future financial decisions.

Long Range Financial Plan
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Background

Purpose

Long-term financial planning combines financial forecasting with strategizing. It is a highly collaborative process that considers future
scenarios and helps governments navigate challenges. The City of Mississauga’s LRFP is not intended to replicate the detailed Business
Plan & Budget documents. It is intended as a major tool to set financial policies and help ensure the City remains in a strong financial
position.

The strength of a long-range financial plan lies in its connectivity with a corporation’s business planning and budget cycles. A long-range
financial plan will guide the City in delivering its important services such as maintaining critical public infrastructure like roads, bridges,
sidewalks, community centres, swimming pools and other programs which the City residents have come to rely on. Linking the LRFP into the
annual budget process leads to more effective budgeting. Development of the LRFP helps identify potential funding gaps and provides
strategies aimed at improving financial sustainability.

Mississauga’s LRFP provides a 10-year projection of the City’s expenditures and revenues as they influence the operating and capital
budgets of the City. It also examines the impacts on the City’s debt management practices, reserve and reserve fund balances and
continued infrastructure investments.

The City reflects a strong financial position with sound practices, manageable debt, prudent fiscal practices and a AAA credit rating as
awarded by Standard & Poor’s Credit Rating agency. Notwithstanding these significant and strong attributes, the City of Mississauga still
faces future financial challenges. Insufficient and inflexible revenue-raising tools to assist in funding infrastructure and other longer term
expenditures, depleting reserves and inconsistent capital financing from senior levels of government are just a few of the factors affecting
Mississauga’s financial future. Pressure to keep taxes low is also paramount in a volatile competitive economy. The LRFP is a key step the
City has taken to ensure the City’s stable long-term financial future.

The results of a recent budget public engagement process and Environics survey clearly demonstrate that citizens value City services. The

LRFP will reassure Mississauga residents and businesses that Council and staff are taking a long-term, disciplined and integrated approach
to managing and maintaining the City of Mississauga’s long-term financial condition so that these services can continue to be delivered in a
cost effective manner.

Long Range Financial Plan
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Financial Goals, Strategies & Policies

As described by the Chartered Professional Accountants of Canada (the “CPA”), municipalities are required to balance a number of
principles including sustainability, flexibility, and minimizing vulnerability.

Financial Sustainability Principles

Sustainability

Whether a government is living
within its means.

Sustainability is the ability to provide
and maintain existing programs
without resorting to unplanned

increases in rates or cuts in service.

Flexibility

Whether a government can meet
rising commitments by expanding
its revenues or increasing its debt.

Flexibility is the degree to which a
municipality can issue debt or generate

revenues without affecting the credit

Vulnerability

The extent to which a government

relies on money it cannot control.

Vulnerability is focused on minimizing
the level of risk that could impact its
ability to meet financial obligations and

commitments including the delivery of

rating. services.

These principles can be addressed through a variety of recommended financial strategies, identified here and discussed in detail throughout
this document.

Ensuring Adequate Funding for Planned Expenditures
The linkages between the City’'s strategic plan and business planning and budget development ensure that the City is identifying adequate
funding for approved programs and projects. Proposed new projects require thorough justification and cost estimate analysis to ensure that

decisions are made based on evidence-based information. The City’'s four-year operating budget and ten-year capital budget ensure
decisions that are made today consider long-term implications.

Planning for Future Liabilities and Providing for Contingencies

Identifying future liabilities and risks, and maintaining sufficient reserves and reserve funds to ensure these liabilities and risks can be
addressed if required, are a key component of the City’s long-term planning strategies.

Long Range Financial Plan
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Strategic Use of Debt

The issuance of debt is a critical component in financing future infrastructure for the City of Mississauga. The City has strong debt-issuance
policies and is careful to apply stringent debt-level limits.

Maximizing Non-Tax Revenues to Support Growth

The City’s ability to generate non-tax revenues is limited. Nevertheless, every effort is made to ensure that all sources of revenues are
maximized and potential new opportunities are explored such as securing government grant opportunities and partnership opportunities with
private and public sectors.

Long Range Financial Plan
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Key Challenges & Trends

Although the City’s current financial position is sound, there are many issues which could threaten its stability in the future. Despite strong
commitment to fiscal responsibility, the City of Mississauga is experiencing challenges in delivering certain services that residents have
become accustomed to. While the City is well-positioned to deal with most of these issues; some are larger and require assistance. For
these, the City will continue to seek innovative solutions and assistance from other levels of government. The City will also endeavour to find
new innovative sources of financing and new sources of revenue to ensure taxes remain as low as possible.

More specifically, the LRFP is designed to help the City deal with the following challenges:

Impacts of the Canadian and Global Economy as a Whole

Aging Infrastructure — Addressing the Infrastructure Gap

Resistance to Tax Increases and User Fees

Financial Support from Senior Levels of Government, and

Climate Change, Emergency Situations and Dealing with the Unknown

Impacts of the Canadian and Global Economy as a Whole

At 292.4 km?, Mississauga’s total land area is larger than that of Paris, Boston or Seattle. This represents a significant portion of the Greater
Toronto Area (the “GTA”"). As a result, Mississauga has significant economic influence. The community’s ability to pay for public services or a
need to shift priorities based on demographic changes or changes in economic conditions has a considerable influence on local
municipalities. Similar to other North American cities, the population in Mississauga is aging. It has also benefitted from sustained growth in
immigration. These demographic changes are exerting pressure on the City to provide different services that reflect the changing needs

while still keeping taxes affordable.

Long Range Financial Plan
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Aging Infrastructure — Addressing the Infrastructure Gap

The City owns more than $8 billion in infrastructure assets. Similar to most Canadian municipalities, the City has a significant infrastructure
funding gap that is ongoing. Annual funding to meet the timely replacement of assets is insufficient.

What What
we have we need

$13Tower 332t

Costs Based on Replacement Costs

Build and Maintain Infrastructure is a key strategic goal in the City of Mississauga’s Strategic Plan, as well as a top priority in the City’'s
Business Plan. These goals and objectives are achieved by applying sound asset management practices, taking inventory of what the City
owns, conducting regular inspections, prioritizing work needs, preparing appropriate asset renewal projections and programs to address
asset renewal needs, and monitoring and reporting on projected asset conditions. Reducing service levels and letting the quality of the
City’'s infrastructure deteriorate is not an option.

The City has a number of enhanced infrastructure funding strategies and mechanisms in place to address the infrastructure gap:

- Maintaining an amount in the budget specifically targeted for infrastructure. Beginning in 2008, the City’s Business Plans and
Budgets included an amount to address infrastructure costs. In 2012, a separate 2% Capital Infrastructure and Debt Repayment
Levy was implemented. The continuation of a 2% capital infrastructure and debt repayment levy will improve capital infrastructure
funding into the future

- Establishing a separate stormwater charge (administered through the Region’s water bill) to enable the City to address present and
future needs including water quality, flood control, stormwater facility rehabilitation and watercourse erosion control projects

- Continuing to produce accurate and up-to-date information on the City’s infrastructure

- Continuing to develop and implement asset management strategies for various asset classes

- Working with partners throughout Canada to continue to tell the infrastructure story and challenges that face all municipalities across
Canada to help leverage sustainable funding and revenue tools by the Federal and Provincial governments, and

- Assessing opportunities through agencies such as infrastructure Ontario and P3 Canada to incorporate alternative financing
approaches

I

Roads Bridges Buildings
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Resistance to Tax Increases and User Fees

Although the City of Mississauga’s property taxes are low when compared to its peer municipalities, there is still significant desire to keep
taxes and user fees as low as possible. Acceptable limits for property tax increases usually do not exceed the rate of inflation. However,
there has been some tolerability from taxpayers for “Special Purposes” levies which are put in place to raise funding for a specific purpose.
For Mississauga, a 2% Special Purpose Levy has been put in place to support City infrastructure. This approach balances the pay-as-you-
go philosophy with prudent borrowing within reasonable limits as outlined in the City’s debt policy.

Figure 1 — 2014 Total Property Taxes for a Similar 4-Bedroom Home (Source: BMA)
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Financial Support from Senior Levels of Government

The City is well-positioned to handle many of the challenges it is faced with. For some larger challenges, the City continues to seek
innovative solutions and assistance from other levels of government.

Currently the City of Mississauga relies on the Federal and Provincial government for assistance in funding City infrastructure. This funding
is in the form of gas tax revenue, infrastructure grants and program-specific grants. Funding from these collective programs has assisted
Mississauga to meet a significant portion of its current demands. Recent funding announcements have provided the City with optimism that
funding assistance on future projects will be granted. However, caution must be exercised when relying on others for funding as unexpected
changes in both governments and government priority setting could have an undesirable effect on the funding of future initiatives.
Consequently, the City must continue to plan for ongoing expenditures with some unknowns.

Long Range Financial Plan
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Climate Change, Emergency Situations and Dealing with the Unknown

Increased intensity of weather events can have significant impact on the City’s citizens and infrastructure. The flooding in July 2013, the ice
storm in December 2013 and a record number of extreme cold weather days in 2014-2015 are examples of emergency situations that have
had significant impact on the City’s services, infrastructure and costs.

It is critical now, more than ever, to ensure the City has a Long Range Financial Plan that will ensure the City is positioned to deal with
unforeseen events that may result in significant financial pressures. While it is not possible to predict the future, ensuring the appropriate
tools and financial strategies are in place will position the City for sound fiscal decision-making.

Long Range Financial Plan
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Financial Condition Assessment

The first step in the preparation of the LRFP is to assess the current financial
condition of the municipality, to evaluate a municipality’s financial outlook and
performance. This information forms the foundation for the establishment of a
long-range financial plan.

BMA Management Consulting Inc. (“BMA”) was retained by the City of
Mississauga to undertake a Financial Condition Assessment. The following
pages summarize BMA findings. The report was completed at the end of
2014. As a result, the majority of the data in this section reflects information
up to 2013 or 2014. Updated information has been provided where available.

Key financial and socio-economic indicators have been included to help
evaluate the City’s existing financial condition and to identify future challenges
and opportunities. Industry-recognized indicators that are used by credit rating
agencies and/or recommended by the Government Finance Officers’
Association (the “GFOA”") have been included.

Peer analysis has been included to gain perspective on the City’s financial
health compared to other municipalities. Figure 2 summarizes the peer
municipalities selected (in some cases, the GTA average is included).

Figure 2 - Peer Municipal Comparator Group

Estimate

2013 Land Area Density per
Municipality Population  sq. km. Sq.km
Brampton 577,695 266 2,172
London 381,038 421 905
Markham 326,344 213 1,534
Ottawa 935,665 2790 335
Toronto 2,727,047 630 4,329
Vaughan 317,816 274 1,160
Windsor 214,093 147 1,456
Mississauga 750,111 292 2,569

Excerpts from CPA Canada Regarding a Financial Condition

Assessment

Sustainability

Flexibility

Vulnerability

Whether a government is living
within its means.

Sustainability is the degree to which a
government can maintain existing
programs and meet existing creditor
requirements without increasing the debt
burden on the economy.

Whether a government can meet
rising commitments by expanding its
revenues or increasing its debt.

Flexibility is the degree to which a
government can increase its financial
resources to respond to rising
commitments, by either expanding its
revenues or increasing its debt.

The extent to which a government
relies on money from the Federal
government or other outside sources
to pay for existing programs.

Vulnerability is the degree to which a
government becomes dependent on, and
therefore vulnerable to, sources of
funding outside its control or influence.
This indicator measures the extent to
which a government can manage its
financial affairs without having to rely on
others.

Long Range Financial Plan




This chapter includes detail on growth and socio-economic indicators, as well as information on property taxes and affordability indicators. It
also provides a summary of the City’s current financial information to help understand the context within which the plan has been developed.
The following chapter discusses linkages to other City planning work with a fulsome discussion on specific City financial position indicators,
such as Reserves and Reserve Fund Management, Debt Management and Asset Management.

Growth and Socio-Feonomic Indicators Population
Demographics

largely external to the City’s control but important fo Employment & Labour Force
understand from a planning and forecasting perspective Commercial and Industriol Vacancy Rates
Building Construction Activity
Household Income

Municipal Levy, Property Taxes and Afford ability Indicators ) SEpecETE
Municipal Levy
evaluation of cost of municipal programs and services Affordabilit
and how these costs transiote into municipal property Non-residential Taxes

taxes

4 Y
Current Financial information ’ 2016 Operating Budget
- 2016-2025 Capital Plan
Snapshot of the City’s current state 2016 Reserves and Reserve Funds
2015 Financial Statement
. V,
4 Y
Financial Position Indicators
Reserves and Reserve Funds
evaluation of City’s financial framework; helps determine Debt Management
if modifications are needed to the City's existing financial Asset Management
policies and strategies \_ P
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Growth and Socio-Economic Indicators

Growth and socio-economic indicators describe and quantify a community’s wealth and economic condition and provide insight into the
community’s collective ability to generate revenue relative to the community’s demand for public services. An examination of economic and
demographic characteristics can identify, for example, the community’s ability to pay for public services or a need to shift priorities based on

demographic changes or changes in economic conditions.
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Population
Population Changes

Changes in population directly impact both revenues (assessment base) and
expenditures (service demand). Figure 3 provides a summary of historical and
projected population changes for the City of Mississauga from 1991 to 2041.

¢ Mississauga has grown from a population of 463,000 in 1991 to over 760,000
(a 64% increase). This 64% increase in population has resulted in substantial
new capital infrastructure which ultimately has to be replaced

¢ With a population of approximately 760,000, the City of Mississauga is the
sixth largest City in Canada. Population is forecast to exceed 878,000 by 2041

e The continued need for additional infrastructure to accommodate this growth
will take place at the same time that the existing assets are reaching an
age where their renewal/replacement is becoming critical and more costly

Peer Municipal Comparisons — Population Growth

e Mississauga’s population growth was above the median growth of peer
municipalities from 1991-2006, but below the median from 2006-2011 (see

Figure 4)

20

Figure 3 - City of Mississauga - Population Changes
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Figure 4 - Peer Comparison - Population Growth
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Population Density

Population density indicates the number of residents living in an area (usually measured by square kilometre). Density readings can lend
insight into the age of a City, growth patterns, zoning practices, new development opportunities and the level of multi-family unit housing.
High population density can also indicate:

¢ whether a City may be reaching build-out, and
e service and infrastructure needs, such as additional public transit or street routes

As illustrated in Figure 5, Mississauga has the second-highest population density per square kilometre, compared to its peer group. Future
growth will result in further intensification and redevelopment.

Intensification has a number of benefits including reduced carbon footprint, improved access to public transit, more effective use of
resources such as land, buildings and infrastructure, enhanced community identity and the creation of active streets that promote healthier
patterns of activity.

Intensification requires a transition from greenfield development to an urban environment development. This can have implications on the
way services are delivered. On the one hand, there is a concentrated need for services in specific areas. On the other hand, these services
can often be provided at a lower cost-per-unit due to economies of scale.

Figure 5 — Peer Comparison — Population Density

Estimate

2013 Land Area Density per
Municipality Population sq. km. Sq.km
Ottawa 935,665 2790 335
London 381,038 421 905
Vaughan 317,816 274 1,160
Windsor 214,093 147 1,456
Markham 326,844 213 1,534
Brampton 577,695 266 2,172
Toronto 2,727,047 630 4,329
Average 677 1,699
Median 274 1,456

Mississauga 750,111 292 2,569 |
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Demographics
Age Demographics and Quality of Life

The age profile of a population can affect City expenditures. As seen in Figure 6, the City of Mississauga’s age profile is close to the
Ontario average but there are some notable differences:

e The City currently has a lower percentage of residents that are 65+ compared to the Ontario average. However, the 2011 census shows
Mississauga’s population is aging; 11.4% of the population is 65 or older, compared with 9.8% in 2006. This population trend is expected
to continue over the long-term. Seniors may require higher public services such as accessible transit and senior-focused recreational
activities.

e The City has a slightly higher percentage of residents that are 14 years of age or under, compared to the Ontario average. Families
with young children desire enhanced services for recreational and related programs.

Figure 6 - Age Profile

2006 2011 2006 2011

Age Profile Mississauga Mississauga Ontario Ontario
Age0-14 19.9% 18.0% 18.2% 17.0%
Age 15-19 7.3% 7.5% 6.9% 6.7%
Age 20- 44 37.2% 34.3% 34.8% 33.0%
Age 45-54 15.6% 16.9% 15.3% 16.0%
Age 55 - 64 10.1% 11.8% 11.2% 12.7%
Age 65+ 9.8% 11.4%

Total 100.0% 100.0% 100.0%

Source: Stats Canada

Long Range Financial Plan
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Employment and Labour Force Indicators

Labour force statistics are an important measure of the economy'’s potential. The larger the percentage of the population that enters the
labour force, the larger the potential output and standard of living. Growth in the labour force implies expanding potential.

Labour force indicators are only available by Census Metropolitan Area, and Mississauga falls under the Toronto CMA.

The employment rate is the percentage of total number of working-age
people (including those not actively seeking employment) who have jobs.
The employment rate shows a community’s ability to put its population to
work and thereby generate income to its citizens. The rate of employment
is also a measure of, and an influence on the community’s ability to support
its local business sector. Municipalities with higher employment rates are
likely to have higher standards of living, other things being equal.

As shown in Figure 7, the employment rate in the Toronto CMA decreased
from 2013 to 2014, and is approximately at the Ontario average. By
September 2015, both employment rates declined slightly, although the
Toronto CMA employment rate (62.5%) remains slightly higher than the
Ontario employment rate (60.5%).

The unemployment rate is the percentage of the labour force that actively
seeks work but is unable to find work at any given time. A decline in
employment base or higher-than-average rates of unemployment can be a
warning signal that overall economic activity may be declining.

As shown in Figure 8, from 2013 to 2014, there has been an increase in
the unemployment rate in the Toronto CMA from 8.0% to 8.2%,
compared with the Ontario unemployment rate which has declined from
7.3% to 7.1%. By September 2015, both unemployment rates declined. The
Toronto CMA unemployment rate has reduced to 7.1%, more in line with the
Ontario unemployment rate (6.9%).

Figure 7 - Employment Rates

2014

Ontario
2013
2014

Toronto CMA,

2013

60.0%

61.2%
61.5%

61.1%

60.5% 61.0% 61.5%

63.2%

62.0% 62.5% 63.0% 63.5%

Source: Stats Canada, September 2013, September 2014

Figure 8 - Unemployment Rates
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Source: Stats Canada, September 2013, September 2014

8.2%
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Commercial and Industrial Vacancy Rates

Vacancy rates are calculated as the ratio of vacant space to the total amount of space available. Vacancy rates are indicators of business

demand, and provide signals to the commercial real estate sector regarding price and is an indication to developers of future demand.

Vacancy rates are also a leading indicator of business activity. Declining vacancy rates suggest business is growing, which increases

the demand for commercial space.

Low vacancy rates are a sign that market conditions for business are good. Businesses have the confidence to invest in expanding and
upgrading, and new businesses are starting up. This leads to demand for office space. Trends are also important to consider as a
reflection of the overall economy. As shown in Figure 9, vacancy rates are low and have been trending downward. For 2015, the
industrial vacancy rate is relatively stable at 4.2%. The office vacancy rate is trending a little higher at 10.8%.

Figure 9 — Commercial & Industrial Vacancy Rate Trends

City of Mississauga

12014 40%
Industrial
2012 T
2014
Office ..
2012 o
0% 2% 4% 6% 8% 10% 12%
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Construction Activity
Figure 10 - Total Construction Activity

Both residential and non-residential construction activity provide a measure City of Mississauga ($000s)
of growth in a municipality. Building permits and capital investment are strong | $2,000,000
indicators of how buoyant business feels about the economy. Changes in $1,800,000
building activity impact other factors such as the employment base, income $1,600,000
and property values. $1,400,000

$1,200,000
Building construction activity is cyclical. It is important to look at building $1,000,000
cycles over a relatively long period of time to identify trends in construction 3800,000
activity. Figure 10 provides the trends experienced in the City of Mississauga #EO0; 600
for the past 15 years. 400,000

$200,000

Construction activity was at its peak in the late 1990s and early 2000s and e e 0 S s o o o A A
then trended downward until 2010 (an impact of the global recession). There N P R R T U M
has been a notable increase in construction activity from 2011-2013.

Figure 11 — Construction Activity — 5-Year Detail

In addition to the level of total construction activity, it is important to Prescribed Value for Permits Issued

look at the type of construction being undertaken. Construction
activity can be broken down into residential, industrial, commercial
and public/institutional. Figure 11 shows the breakdown of the

Construction Activity Breakdown (000's)

prescribed value for permits issued in the City of Mississauga over 2010 200 2012 200
the period from 2009 to 2013. The total construction-activity values Residential $ 387,955 $ 190,604 $ 383,746 5 457,040 $ 367,335
have continued to increase in 2014 ($1.17 billion) and 2015 ($1.29 Industrial $ 81,993 $ 42415 S 129,194 S 158270 S 210,108

bllllon)' Commercial $ 81,243 S 131,454 $ 170914 S 199,839 S 270,745

89,317 S 87,333 S 122,273 S 41,708 S 94,147

Total S 640,508 S 451,806 S 806,127 S 856,857 S 942,335

Generally, a municipality’s costs to service residential development  [Public/Institutional 5
is higher than the costs of servicing commercial or industrial

development because many services such as recreation, libraries
and parks are provided for use by residents. New Dwelling Units 2,246 619 2,298 1,744 1,367

Source: City of Mississauga, year end reports
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The ideal condition is to have sufficient commercial and industrial
development to offset the net increase in operating costs associated with
residential development. Non-residential development is desirable in
terms of developing a strong assessment base upon which to raise
taxes and in providing employment opportunities.

As seen in Figure 12, over the past 10 years, residential / non-residential
construction activity (based on $ of construction) varies from year to year.
On average, it has been split 51/49 in the City of Mississauga. This
represents a good balance between residential and non-residential
development.

Building permit value per capita is used as an indicator of the relative
construction activity within each peer municipality. As shown in Figure
13, the average building permit value per capita from 2009-2013 in
Mississauga was the lowest in the survey of peer municipalities, and is
below the GTA average.

Figure 12 - Residential / Non-Residential Construction
City of Mississauga ($000s)

$1,400,000 i Residential @ Mon Residential
41,200,000
$1,000,000 ArmEage - 3
$800,000
$500,000
$400,000 | i
$200,000 -
- . ; . ' ' . ' e

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: Building year end reports

Figure 13 - Construction Activity Per Capita
Peer Municipal Comparators — 5 year average
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Source: City year end construction reports
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As shown in Figure 14, the majority of the construction value in other municipalities in the peer group has been in the residential sector
over the past five years. Mississauga has had a higher proportional growth in the non-residential sector.

Figure 14 — Residential Construction Value — Peer Comparison

% Residential Construction Value

2009 2010 2011 2012
Windsor 16% 24% 31% 25%
Toronto 16% 50% 38% 45%
Ottawa 55% 51% 53% 47%
London 49% 56% 35% 63%
Markham 65% 42% 64% 65%
Vaughan 75% 62% 60% 61%

52%
55%

52%
51%

52%
53%

Average
Median

61% 42% 48%

Mississauga

Bramitcn 84% 82% 81% 87% 76% 82%

57%
61%

53%

5 Year
2013  Average
52% 30%
49% 40%
52% 52%
71% 55%
75% 64%
67% 65%

63%
67%

55%
55%

39%

GTA Average 59% 65% 69%

63%

64% 64%

Source: BMA Municipal Studies

Household Income

Household income is one measure of a community’s ability to pay. Credit
rating agencies use this indicator as an important measure of a
municipality’s ability to repay debt. As seen in Figure 15, the 2013
average household income in the City of Mississauga was $99,300. This
was higher than the peer group’s municipal average ($96,200) but lower
than the GTA average ($114,400).

A higher relative gross income is a positive indicator of the overall local
economy. A higher relative gross income also tends to lead to greater
expectations for quality programs and can lead to challenges for a
municipality, to balance desired levels of service with a willingness to pay
for services.

Figure 15 — 2013 Gross Household Income — Peer Comparison

Vaughan
Markham |
GTA Avg
Ottawa
Mississauga
Peer Avg
Toronto
Brampton
London

Windsor

50 $20,000 $40,000 $60,000 $80,000 $100,000 $120,000 $140,000

Source: Manifold Data Mining Inc.
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Summary — Growth and Socio-Economic Indicators

The following table is an excerpt from BMA'’s review of the City’s financial condition.

i}

indicator

Population Growth

Trend, Observation

Planned modest growth over the next 30 years, largely through intensification

Population Density

Amongst the highest population densities in the peer municipal survey

Demographics

Transition from fast-growing and relatively young population to a more stable but older

population

Unemployment Rate

Toronto CMA trending towards the Ontario average, but still relatively high

Employment Rate

Toronto CMA trending downward over past two years

Employment Growth

Expected to continue to trend upward with 104,000 new jobs anticipated over next 30 years

Commercial & Industrial

Vacancy Rates

Commercial and industrial vacancy rates low, reflecting a strong economy and a desirable

place to do business

Construction Activity

Activity trending up since 2010; excellent mix of residential & non-residential construction.

Significant increase in commercial & industrial construction over past five years

Household Income

Household income is above the peer average

Citizen Satisfaction

In 2012, Mississauga ranked third overall out of 30 of Canada's largest cities for

satisfaction with municipal services

e eeoeprpPp e
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Municipal Levy, Property Taxes and Affordability

Prior to developing a long-range financial plan, it is important to understand the cost of municipal services, and to consider their affordability.
As do all municipalities in Canada, the City of Mississauga is facing requirements to replace aging infrastructure while at the same time
addressing the needs for new programs and initiatives to meet growth and changing demographics.

This section focuses on the cost of municipal services for the City, compared to its peer group. This section also focuses on property taxes
in relation to household income, to provide an indication of the affordability of services. Finally, this section compares the competitiveness of
non-residential property taxes.

Mississauga is part of a two-tier municipal government structure — the City of Mississauga is within the Region of Peel. The property tax bill
in Mississauga provides funding for services provided by three levels of government — the City, the Region and the Ministry of Education.
The property taxpayer is impacted by the decisions of all three bodies. Figure 16 shows that 34% of the residential tax bill is related to City
programs and services, whereas only 20% of the commercial / industrial tax bill represents the City’s portion (see Figure 17).

Figure 16 — 2016 Residential Tax Bill Figure 17 — 2016 Commercial / Industrial Tax Bill

Education
21.5% Education
53.4%
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Assessment

Property assessment is the basis upon which the City raises taxes. A strong assessment base is critical to a municipality’s ability to
generate revenues. Unweighted assessment provides the actual current value assessment of the properties. Weighted assessment reflects
the basis upon which property taxes are levied after applying the tax ratios to the unweighted assessment.

Assessment changes include changes in assessment related to growth Figure 18 - Changes in Unweighted Assessment
(development) as well as changes in market value of existing properties. Peer Comparison
]Ic:igur_e 1_8 provid,es a comparison of changes in unweighted assessment 2009- 2010- 2011- 2012- 2013-
or Mississauga’s peer group. 2010% 2011% 2012% 2013% 2014 %
As shown in Figure 18, the City’s assessment increase for the last two Windsor 0.9% 0.8% 1.5% -3.9% 1.4%
years (2012-2014), the assessment increase in Mississauga is slightly London 5.8% 6.3% 5.8% 3.9% 3.7%
below the peer median. This is consistent with the fact that o o o o o
Mississauga’s construction activity has been the lowest among its peer | 1°"°"t© /1% 7.0% 7.0% 6.4% 6.5%
municipalities (see Figure 13). Ottawa 5.8% 5.8% 5.8% 8.3% 7.8%
Markham 7.6% 9.0% 6.9% 9.6% 9.3%
Vaughan 9.3% 8.1% 8.5% 8.4% 7.7%
Brampton 6.6% 7.0% 6.7% 8.2% 7.7%
T ———
Average 6.2% 6.3% 6.0% 5.8% 6.3%
Median 6.6% 7.0% 6.7% 8.2% 7.7%

Mississauga

GTA Average 7.3% 7.5% 6.7% 6.7% 6.7%
Source: BMA Municipal Studies using CVA
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Assessment per capita provides an indication of the “richness” of the assessment base. Figure 19 shows the 2014 per capita assessment for
Mississauga compared to its peer group. Both unweighted and weighted assessments are compared.

Mississauga’s assessment base per capita is above average, when compared to its peer group. This reflects a relatively strong assessment
base upon which to raise taxes.

Figure 19 — 2014 Unweighted and Weighted Assessment Per Capita — Peer Comparison

$300,000 + .
$250,000
$200,000
$150,000
$100,000
$50,000

Unweighted — m Weighted Jr_ -

Source: BMA Municipal Studies using CVA
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Figure 20 shows that, in comparison to its peer municipalities, Mississauga’s assessment composition also represents an excellent balance
between residential and non-residential. The combined assessment in the commercial and industrial class is 25.1% in Mississauga

compared with the peer municipal average of 18.5%.

Figure 20 — 2014 Assessment Composition — Peer Comparison

Multi- Managed
Residential Residential Commercial Industrial Pipeline Farmland  Forest
Windsor 73.5% 3.8% 18.3% 3.8% 0.4% 0.2% 0.0%
Toronto 73.6% 6.4% 18.2% 1.7% 0.1% 0.0% 0.0%
Vaughan 76.2% 0.4% 16.5% 6.6% 0.1% 0.2% 0.0%
Ottawa 77.3% 6.1% 14.9% 0.9% 0.2% 0.6% 0.0%
Brampton 78.8% 2.0% 14.6% 4.1% 0.2% 0.3% 0.0%
London 80.5% 5.1% 12.2% 1.4% 0.2% 0.6% 0.0%
Markham 81.7% 1.2% 14.6% 2.1% 0.1% 0.3% 0.0%
I ——
Average 77.4% 3.6% 15.6% 2.9% 0.2% 0.3% 0.0%
Median 77.3% 3.8% 14.9% 2.1% 0.2% 0.3% 0.0%
I ——
Mississauga 71.7% 3.1% 20.8% 4.3% 0.1% 0.0% 0.0%
GTA Average 82.0% 1.6% 11.2% 2.5% 0.2% 2.6% 0.1%

Source: BMA Municipal Study using assessment bylaws
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2014 Levy Analysis

Figure 21 provides a comparison of net municipal levies for Mississauga’s
peer group. This comparison does not indicate value for money, as net
municipal expenditures can vary significantly due to:

- Different types of services and different service levels

- Different assessment composition

- Demographic, locational and socio-economic differences
- User fee policies

- Age of infrastructure, and

- Use of Reserve

This comparison does provide an indication of the levy in relation to the
assessment base upon which taxes are raised. The City has a lower-than-
average levy per $100,000 of assessment. The City also has lower than
average spending on a per-capita basis, reflecting a lower tax burden.

Affordability

Figure 22 compares total property taxes based on a median valued house
in each of the municipalities, using the Municipal Property Assessment
Corporation (the “MPAC”) database as well as the average household
income, to get an appreciation of the tax burden on a typical home in each
municipality.

Mississauga’s median dwelling value is above the average of the peer
group. This is reflective of the housing stock as well as house values.

Property tax rates in Mississauga are lower than the peer-group average.
Municipal property taxes in Mississauga in relation to average household
income are 4.1%, which is slightly above the survey average.

Figure 21 - 2014 Levy Analysis
Peer Group Comparison

2014 Levy per Capita m Levy per $100,000 Weighted Assessment

i

& f R Ny

Source: BMA Municipal Study using 2014 Levy By-laws for each municipality
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Figure 22 — Affordability
Peer Group Comparison

2013 Taxes as %

2014 Median 2014 Average Average

Value of Property Household Household

Dwelling 2014 Tax Rate  Taxes Income Income

London g 202,100 1.3678% S 2,764 $ 81,000 3.4%
Toronto S 449,200 0.7230% S 3,248 S 92,500 3.5%
Windsor S 138,500 1.8464% 5 2,557 S 68,200 3.7%
Ottawa S 350,100 1.1269% S 3,945 $ 101,100 3.9%
Markham S 556,000 0.8315% S 4,623 S 115,400 4.0%
Vaughan S 577,800 0.8621% S 4981 S 123,000 4.0%
Bramﬁton $ 390,400 1.1263% $ 4,397 § 92,300 4.8%
Average S 380,586 1.1263% S 3,788 S 96,214 3.9%
Median < 390,400 1.1263% % 3,945 $ 92,500 3.9%
Mississauga 5 444,300 0.9084% S 4,036 S 99,300 4.1%

Source: MPAC (dwelling value), BMA Municipal Study (Property Taxes)
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Non-Residential Municipal Taxes

Figure 23 provides a comparison of the non-residential municipal property taxes on a per-square-foot basis for office and industrial
properties for Mississauga’'s peer group.

The non-residential municipal property taxes paid for similar types of office and industrial buildings are slightly above the average when
compared to the peer group. (Note that Toronto data was not available).

Figure 23 - 2014 Property Taxes per Square Foot
Peer Group Comparison

EE | Office -Industrial@ 1
A1
&S
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Summary — Municipal Levy, Property Taxes and Affordability

The following table is an excerpt from BMA'’s review of the City’s financial condition.

Indicator Trend/Observation

Assessment Composition |[Excellent mix of residential and non-residential assessment upon which to raise taxes

Richness of the Assessment per capita, which is an indicator of the richness of the assessment base, reflectsa

Assessment Base higher-than-average assessment base upon which to raise taxes

While the assessment base continues to grow, it has slowed in the past two years. Limited future

Assessment Growth assessment growth is identified as a challenge in the 2014 Budget

Municipal Levy Per The City of Mississauga’s total municipal levy per capita in 2014 is lower than the peer survey
Capita average and the GTA average.
Municipal Levy Per The City of Mississauga’s total municipal levy per $100,000 of weighted assessment in 2014 is lower

5100,000 of Weighted |than the peer survey average and the GTA average.

Levy Trends Over the past five years, City of Mississauga’s levy is growing at a rate faster than the peer

average (considers population growth and assessment base upon which taxes are levied).

Property Taxes on an Property taxes on a similar two storey 3,000 square foot house in the City of Mississauga are below
Executive House the survey average.

Residential Affordabili Property taxes as % of income compared on median dwelling value in each peer municipality.
esidential Affordability Property tax burden is slightly higher in Mississauga than survey average.

EEC EATCO BN CON N SNCaNCS

Non-Residential Tax Lower than average of peer municipzalities. However, it should be noted that the Region of York
Ratios has very low tax ratios which helps improve their competitive position.

Non-Residential Tax rates are relatively low compared to peer municipalities; values of properties in Mississauga are
Property Taxes Per slightly higher (reflecting a strong economy). Combined, results in slightly higher taxes on a per-
Square Foot square-foot basis. Levy increases higher than peer municipalities’. Should be monitored.
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Current Financial Information

2016 Operating Budget

Figure 24 provides a breakdown of the City’s 2016 major gross operating expenditure categories. These gross operating expenditures are
offset by a variety of revenues, shown in Figure 25. The net impact results in the net operating budget ($435.3M in 2016). This net budget is

funded through property taxes levied by the municipality on property owners in the City of Mississauga.

Figure 25 — Major Categories of Revenues ($Ms)
Figure 24 — Operating Expenditures by Service Area ($Ms) Excluding Property Tax Revenues

Recreation
$69.4M, 9.6%

Roads
$77.4M, 10.7%

. GasTax
16.5M, 5.7%
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Capital Budget

Figure 26 shows the City’s $2 billion 10-year capital budget forecast by service area. Capital budgets are funded through various sources of
funding (Figure 27).

Figure 26 — 2016-2025 Capital Budget Forecast by Service area ($Ms) Figure 27 — 2016-2025 Capital Budget Funding Sources ($Ms)

All other services
$357.2M

17.6%
CILParkland $203.5M

10.0%
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Linking to Other City Priorities

There are many and varied initiatives currently being undertaken across the City. These initiatives are often interconnected and can
significantly impact the City’s LRFP.

Strategic Plan

The Strategic Plan is the City’s highest level policy document, created to shape and direct strategic decision-making for the municipality.
Drawing on the Drivers for Change, City Council, advisory groups, City staff and the community developed the Vision Statement and five
Strategic Pillars for Change. The Strategic Plan is a roadmap, guiding the vision for the future:

Mississauga will inspire the world as a dynamic and beautiful global City for creativity and
innovation, with vibrant, safe and connected communities; where we celebrate the rich
diversity of our cultures, our historic villages, Lake Ontario and the Credit River valley.

Mississauga'’s five Strategic Pillars for Change are:

move
developing a transit oriented city

|

belong

ensuring youth, older adults and new immigrants thrive

connect
completing our neighbourhoods

prosper
cultivating creative and innovative businesses

HE> b6h hD i |

living green
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Business Plan & Budget

The Business Plan and Budget translate the goals and priorities identified through the Strategic Plan into a four-year budget plan. The
Business Plan and Budget allow the City to respond to political, economic, social and environmental circumstances. It serves as a guide for
using the City’s limited resources wisely and allows the City to stay focussed on its goals while remaining flexible to manage changing needs
and expectations. At the forefront of the business planning process is the City’s steadfast commitment to fiscal responsibility.

The priorities for the City of Mississauga’s current Business Plan & Budget are:

r ™)
0% »

Deliver the Right Services

Implement Cost Containment Strategies

Maintain our Infrastructure

belon . . .
S%E'pert Advance on our Strategic Vision

A multi-year approach allows the City to respond to political, economic, social, and environmental circumstances. This ensures that Council
always has the best information possible as they make business and budget decisions.

Long Range Financial Plan
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Capital Priority Setting

Capital priority setting is an on-going component of the City’s Business Plan & Budget process. Setting priorities for both replacement and
new capital assets aids in future sustainability. Objectives of the City’s Capital Planning and Prioritization Process are as follows:

Produce a 10-year funded Capital Plan that is reliable and executable
Addresses the City’s most critical needs

Match with available financial resources

Align with advancing Council’s strategic goals

Develop an optimal investment program

Demonstrate good stewardship over the City’s existing assets, and
Identify additional capacity needs of the City in a sustainable manner

To ensure a balance occurs across City services, projects are classified into the following categories. It is with these categories that the
City’s capital program is created for Council’s consideration.

Mandatory - Cannot be deferred or stopped

These are projects which have locked-in commitments or vital components associated with cash-flowed projects approved by Council in
prior years. These projects have prior legally binding commitments where contracts are signed or have minimum legal, safety, regulatory or
other mandated minimum requirements where not achieving these requirements will lead to legal action, fines, penalties or a high risk of
liability against the City.

Critical - If not undertaken will result in a high risk of failure and service disruption

These are projects that will maintain critical components in a state of good repair. Allocation of funds within this category should assess both
probability of failure and the potential impact on service delivery. These funds are not mandatory but the funding maintains these critical
components at current service levels; these will otherwise become mandatory by 2018.

Efficiency or Cost Savings - Will provide financial benefits in the future

Projects that will breakeven over the life of the capital asset due to operational cost savings or cost avoidance.

DC Co-payment - Cannot be deferred or stopped

This category includes the 10% tax funding top-up and the tax-funded non-growth components required for some DC projects.
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State of Good Repair

These projects are not mandatory but the funding is needed to maintain targeted service levels and reflects life cycle costing.
Improve

These projects provide for service enhancements that increase current service levels or provide for new capital initiatives.

By categorizing capital requests according to these categories, the City guides Council and staff to “stay on-track” with its capital program; a
necessary and key component of its LRFP.

Asset Management

The City of Mississauga, like most municipalities, has been challenged in finding the balance between delivering services demanded by the
community in an affordable manner, and providing adequate funding for asset renewal needs.

mﬁg@j_g;

The City’s Asset Management Plan (AMP) has been prepared with guidance from the requirements as outlined within Ontario’s
Building Together: Guide for Municipal Asset Management Plans, and covers the asset inventory related to City Buildings,
Stormwater and Linear Infrastructure.

The City currently has a decentralized approach to asset management whereby departments utilize their own systems and methodologies to
prioritize and rank infrastructure renewal needs. This model has served the City well as measured by the overall condition of the City’'s
assets. However, limited financial resources and competing priorities suggest that a centralized approach in the future will assist in ensuring
that the City’s most critical needs continue to be addressed. The LRFP going forward will help to ensure the long term sustainability of the
City's assets.
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Reserve & Reserve Fund Management

Reserves & Reserve Funds are created to assist with long-term financial stability and
financial planning. Credit rating agencies consider municipalities with higher reserves to be
more advanced in their financial planning. The City has a long history of prudently managing
its reserve and reserve funds. Maintaining sufficient reserves and reserve funds are a critical
component of the City’s LRFP.

“Reserves” are allocated at the
discretion of Council, often as part of an
overall strategy for future funding
programs or projects.

“Reserve Funds” are segregated, and

The purposes for maintaining reserves are: restricted for a specific purpose.

- To provide stabilization in the face of variable and uncontrollable factors (growth,
interest rates, changes in subsidies) and to ensure adequate and sustainable cash flows

- To provide financing for one-time or short-term requirements without permanently impacting the tax rates, thereby reducing reliance
on long-term debt

- To make provisions for replacement of capital assets to sustain infrastructure

- To provide flexibility to manage debt levels and protect the City’s financial position, and

- To provide for future liabilities

The City of Mississauga has recently undertaken a comprehensive review of all of its Reserves and Reserve Funds. Initially, BMA
Management Consulting (“BMA”) was engaged to review the larger reserves and reserve funds. BMA gave recommendations for closing
and consolidating some reserve and reserve funds, and provided recommended target levels or ranges for some of the reserves and
reserve funds, based on best practices and their professional experience working with other municipalities.

Building on the information and recommendations provided by BMA, staff expanded the review to include all reserves and reserve funds,
including those not originally reviewed by BMA (reserve and reserve funds having a lesser value or very specific purpose). The review
included research on historical purposes of the reserves and reserve funds and discussion with Legal Services to ensure compliance with
any legislated requirements.

In order to provide better financial management and flexibility, recommendations have been made to:

- Close some reserves. Several reserves were identified with zero balances, very low balances with no activity in a number of years,
or with no further requirement to exist (i.e. their initial purpose had already been achieved). Recommendations have been made to
close these reserves and, where a balance remained, transfer the balance to the Capital Reserve Fund to ensure more appropriate
use

- Consolidate some reserves and reserve funds. Over the years, reserves have been established for similar purposes.
Recommendations have been made to consolidate reserves established for similar purposes, to improve financial flexibility
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- Establish formal policies and targets. Taking into consideration BMA recommendations, staff have recommended target levels or
ranges for some of the more significant reserve and reserve funds, to ensure improved forecasting and financial planning.

Procedures have also been put in place to ensure that the significant body of work undertaken to better manage reserves and reserve funds
is maintained in the future. These include rules around establishing reserves, identifying targets, contribution sources and withdrawal rules
and procedures.

Categories of Reserves and Reserve Funds

The City of Mississauga maintains many Reserves and Reserve Funds for a variety of purposes (summarized below).

Stabilization

The City maintains Stabilization Reserves/Reserve Funds to offset extraordinary and unforeseen expenditure requirements and revenue
shortfalls, and to manage cash flows. This includes reserves to address volatility such as severe weather events, building and planning
revenue fluctuations, tax stabilization, assessment appeals and commaodity fluctuations. Over the past five years, the consolidated
Stabilization Reserves and Reserve Funds have been maintained at a relatively stable level. Target balances for the consolidated
Stabilization Reserves/Reserve Funds have been identified.

Insurance

The City has an insurance program in place where claims in excess of a deductible are transferred to a licensed insurer. The City’s
approach to risk management is to maintain insurance reserves at a level that is adequate to cover the estimated cost of claims within the
City’s self-insurance retention. The City regularly reviews the appropriateness of its retention levels and limits of insurance purchased.

Employee Benefits

The City maintains employee benefit reserves and reserve funds associated with the

Workplace Safety and Insurance Board (WSIB), Sick Leave and Early Retirement. This
ensures that funds are available to address future requirements and liabilities.

Program Specific

Program Specific Reserves/Reserve Funds are established in response to specific programs
or special funding that has been received. A number of these reserve funds were also created
to hold donations received and held on behalf of community groups to fund projects which the
City is constructing or maintaining on their behalf. Policies or practices have been established
for a number of the Program Specific Reserves/Reserve Funds. Each is specific to the
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underlying reason for establishing the reserve fund. It is anticipated that the City will continue to establish or close
Program Specific Reserve Funds based on the changing needs and priorities of the community.

Capital

Capital Reserve and Reserve Funds are monies set aside for the replacement and refurbishment of capital
infrastructure.

Gas Tax

This includes Provincial, Federal and Regional portions of the Federal Gas Tax. Provincial Gas Tax funding is used to support Transit
growth. Federal Gas Tax funding can be used for up to two of the following capital programs: transit, road infrastructure, and storm drainage
or energy conservation. The City of Mississauga is using the Federal Gas Tax funding for the Transit and Road services.

Lot Levies

The Lot Levy Reserve Funds are monies collected from development prior to the existence of the Development Charges Act. These funds
are used to supplement credits that have been recognized in accordance with Ontario Regulation 82/98 S.17 against future development
charges payable for the properties identified through the application process. These Reserve Funds will eventually be depleted and closed.

Development Charges

Development Charges Reserve Funds are obligatory funds that are segregated from other Reserve and Reserve Funds and available for the
sole purpose of funding growth-related infrastructure. All funding collected under the authority of the City’'s Development Charges By-law, as
permitted by the Development Charges Act, 1997 as amended, is used to construct growth-related infrastructure for the following services:
fire, libraries, recreation, roads, transit, parking, public works, storm water management, and general government.

Developer’s Contributions

Developer’s Contributions consist of contributions for specific municipal infrastructure collected as a condition of land development.
Examples include but are not limited to sidewalks, traffic signals and tree planting.

Cash In Lieu — Parkland & Parking

Pursuant to the Planning Act R.S.0. 1990 c.P.13 as amended, monies received in lieu of parkland dedication are set aside in a reserve fund
and spent only for the acquisition of land to be used for park or other recreational purposes. Similarly, monies received in lieu of parking are
set aside in reserve funds and are spent only for parking initiatives.
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Reserves and Reserve Fund Balance

Figure 28 provides a snapshot of 2015 year-end Reserve and Reserve Fund balances.

Figure 28 — 2015 Year-End Reserve / Reserve Fund Balances ($millions)

Lot Levies
$60.8 M

Development
Charges
$59.6M

Stabilization
Insurance Employee Re_ﬂrués
Reserve Funds Benefits 1552‘-3 M

Long Range Financial Plan

46



Debt Management

Mississauga’s finances earned a 12" consecutive AAA credit rating from Standard & Poor’s Rating Service, “S&P” in September of 2015.
S&P called the City’s diversified economy “very strong,” and said its exceptional liquidity and very low debt burden were other key factors in
its assessment. S&P added that Mississauga’s competitive tax rates, proximity to major markets and extensive transportation network have
enhanced its economy and help attract and retain investment.

STANDARD These strong financial characteristics provide the City with financial resilience in dealing with future financial
’ challenges and will help form the foundation for the future. This will ensure the continuation of high quality
&POOR S services for residents.

Using debt strategically can provide capital funding flexibility when building infrastructure. Debt also allows for capital investments to be
made when construction costs are favourable. The prudent use of debt aids financial flexibility. However, when municipalities issue debt they
enter into a long-term commitment that requires repayment of that debt in the form of principal and interest payments (much like a mortgage
does on one’s home).

A common and necessary strategy for municipalities when considering issuing debt is to ensure they have a supporting debt policy. A policy
of this nature can ensure that municipalities do not issue so much debt that they are unable to carry it. Too much debt also can begin to
“squeeze out” other programs and future capital priorities as well as discretionary spending in the operating budget.

The City of Mississauga currently has an extensive debt policy which provides a framework by which Council and staff can effectively
administer the City’s growing debt needs. The policy incorporates regulatory requirements as well as best practices. This debt policy is an
important element in the establishment of a sustainable long term financial plan. The City's current debt policy includes a total annual debt
repayment limit of 15 percent of own source revenues; the City is well within this limit. The City’s debt policy is significantly more
conservative than the limits imposed by the Province which permits debt repayment costs to be within 25 percent of own source revenues.
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Long-Range Financial Plan Details

The Long-Range Financial Plan Model

The Long-Range Financial Plan model (the “model”) is an essential tool for long-term planning for the City. The model has been developed
to provide an indication of the City’s future operating, capital, debt and reserves and reserve fund requirements, given current conditions.
The information presented in this document indicates trends in the various budget areas, based on current financial strategies. These trends
will change as decision makers approve new programs, revenues or projects.

The strength of the model lies in its ability to identify implications of future strategies and initiatives as they are proposed, and to confirm the
financial impacts of these strategies and determine affordability and impacts on the City’s financial position.

The model has the flexibility to set and change assumptions for each major variable. The model allows for incremental or one-time
adjustments, and tracking the financial impact to each service area, reserves and reserve funds, debt and the overall tax levy impact to the
City. Included for decision-making purposes are standardized reports including graphs and tables that summarize the model’s results. The
model is interdependent, so can be used to determine the impact of specific decisions. For example, the addition of new capital projects will
impact the level of debt and reserves, or a mixture of both, as well as the cost that financing debt will have on the levy.

The foundation data used in the model has been derived from the 2016 budget as approved by Council on December 9, 2015, updated with
best available information at the time of publishing this document:

- 2017-2019 operating budget information has been updated to reflect preliminary 2017 budget information being presented to Budget
Committee at its June 15, 2016 meeting

- 2020-2025 operating budgets have been projected based on a series of assumptions (identified in the following pages), and
recommended best practices related to reserves and reserve fund target levels.

- The ten-year detailed capital program information is based on the 2016-2025 approved plan, adjusted to reflect the anticipated
impact of 2017-2026 budget guidelines, including the addition of some currently unfunded projects

- Reserves and reserve fund levels and targets are based on 2016 information, adjusted for planned changes (also identified in the
following pages)
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The following base assumptions have been applied to future years:

- Existing service levels will be maintained — no changes to service levels, or addition or deletion of services, have been assumed

- Compensation increases vary from year to year, and are subject to collective bargaining (for unionized staff) and Council decisions
on additional complement and compensation for non-unionized staff. Increases consistent with past experience have been assumed
for this model

- Inflation is assumed to remain at approximately current levels. Although annual changes in non-salary accounts can vary significantly
from year to year, a standard 2% inflationary factor has been applied to all non-salary and revenue accounts

- In order to remain resilient and to plan for the future, the City introduced a 2% capital infrastructure and debt repayment levy in 2012.
Approximately one percent is allocated to fund capital infrastructure and one per cent to fund debt repayment of principal and
interest. The LRFP assumes this levy will continue

- Interest rates earned by the City are assumed to be at 2% annually

- Assessment growth is assumed to be 0.5% for 2017, and has been conservatively reduced to 0.25% for 2018. Future years’
assessment growth is adjusted based on changes in population

- Interest rate on debt repayment charges have been assumed in the range of 3% - 3.75% for the next 10 years

- The City operating budget and tax levy represent best estimates for anticipated annual expenditures. Nevertheless, operating budget
surpluses are often recognized. The LRFP assumes operating budget surpluses based on historical trends

- Funding sources can be added as they become known or estimated

- Capital projects can be added or deleted, and the timing of these projects can be adjusted

- Various terms and rates for debt can be applied

- Reserve targets can be adjusted as required

As noted above, many of the general assumptions in the model are standard rates applied for each year of the ten-year plan. Future
iterations of the model and LRFP will include more detailed assessments of specific factors. For example, the City is embarking on refining
its asset management plan and will be reviewing options for addressing the infrastructure gap. Once this information becomes available, it
will be incorporated into future LRFPs.
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The Projections

The model is highly integrated, and changes in one area will impact other areas. For example, some reserve targets are based on specific
expenditure levels. As the expenditure levels change, so do the reserve targets. Changes in the capital program result in different debt
requirements and/or draws from reserves (resulting in changes in reserve balances). As a result, although the following projections have
been broken down into revenues, capital, reserves and reserve funds and operating, the projections must be considered as one entire
package. Any changes to assumptions in one component may have an impact in some or all other components of the projections.

Revenue Forecasts

Current revenue forecasts assume very little change in this area. A standard inflation rate of 2% has been applied to all revenue categories.
No changes in revenue sources have been assumed for the next 10 years. The federal government announced new federal infrastructure
funding in its 2016 budget. No details have been released regarding specific guidelines around this anticipated funding, so no assumptions
have been made with respect to potential federal infrastructure funding levels.

Based on these assumptions, revenues are not anticipated to keep pace with Figure 29 - Revenue as % of Gross Expenditures
expenditure growth (Figure 29). The proportion of revenue to total gross (excluding transfers from Reserves)
expenditures (excluding contributions to and from reserves) will be steadily
declining unless new sources of revenue are identified. This trend would not
be able to be sustained without increasing property taxes to compensate. 40.0% —_—

35.0%

45.0%

Revenue forecasts have been identified as a focus for additional scrutiny in
future iterations of the model and the LRFP. In addition, staff is actively
researching the potential for new revenue streams that would assist the
City’s financial position. 20.0%
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Capital Budget

The ten-year detailed capital program information used in the model is based on the 2016-2025 approved capital budget as a starting point.
The 2017-2026 budget is currently being developed and will not be available until November 2016. Adjustments to the program have been
made for forecasting purposes.

Capital Program

The 2016-2025 forecast identified approximately $800 million in unfunded capital projects for the ten-year period. The 2017 budget
guidelines have been modified to ensure there are no unfunded projects in the first nine years of the 2017-2026 plan. The model assumes
that approximately half of the currently identified unfunded projects ($400 million) will be included in the 2017-2026 plan, beginning in 2020.
The model further assumes that 75% ($300M) of these expenditures would be funded from capital reserves, and 25% ($100M) would be
funded through debt. The interest and repayment costs of this additional debt are reflected in future operating budget estimates.

Figure 30 depicts the size of the annual capital budget for the next ten years, based on these assumptions.

Figure 30 — Ten-Year Capital Program Projection ($000s)
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Debt-Servicing Costs

The City’s debt policy includes a total annual debt repayment limit of 15% of own-source revenues, out of which the tax-supported debt
repayment is capped at 10% and non-tax-supported debt repayment is capped at five per cent. The City’s debt policy is more conservative
than the legislated ceiling, which permits debt repayment costs to be within 25% of own-source revenues.

Even with the accommodation of $400 million of currently unfunded projects over the next ten years, the City is well within the total annual
debt repayment limit of 15% of own-source revenues. As can be noted in Figure 31, however, the assumptions in this plan indicate that the
overall debt burden of the City will continue to increase.

Figure 31 - Debt Charge Repayment Forecast
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It must also be noted that various large-scale projects have been identified in the City’s master plans and during Council deliberations that
are not yet far enough in the planning stages to have been included in the current capital budget, even as unfunded projects. As additional
projects are added to the capital program, the reliance on debt will have to increase, unless alternative sources of revenue are identified.

Furthermore, even with the increased spending in the City's capital program, the infrastructure gap discussed earlier in this report will not
have been fully addressed. A more detailed evaluation of the infrastructure gap and how to address this significant pressure is another area
that has been identified for additional scrutiny in future iterations of the model and the LRFP.
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Reserves and Reserve Funds

As discussed previously in this document, maintaining sufficient reserves and reserve funds are a critical component of the City’s financial
planning and financial sustainability. Specific targets have been identified for certain reserves and reserve funds, but not all reserves and
reserve funds are currently at target. Three of the most significant reserves managed by the City are the General Contingency Reserve, the
Tax Capital Reserve Fund, and the Employee Benefits Reserve Fund.

General Contingency

The Reserve for General Contingency has been established to ensure the City maintains funds for unforeseen or uncertain liabilities and
contingencies. BMA has recommended that, based on best practices, the Reserve for General Contingencies should be approximately 10-
15% of own-source revenues. This best practice is also recommended by the Government Finance Officers’ Association (GFOA) and is
equivalent to six-to-eight weeks of own-source revenues.

The City had historically maintained several additional stabilization
reserves, and many of these have now been recommended to be
consolidated into the general contingency reserve. Some specific
stabilization reserves continue to be maintained separately (e.g. winter

maintenance, insurance). Due to the continuation of some of these Z 100
additional reserves, the City has identified a target equivalent to 10% of
own-source revenues (i.e. the lower level of the recommended target 580 863.31

Figure 32 — General Contingency Reserve Projection
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As can be seen in Figure 32, the contingency reserve balance is sa0 | 3488
projected to increase over the next ten years, although it will not
achieve target by 2025. This is because the target is also increasing $20
annually, as the City’s own-source revenues increase. The projected . . . . . . . . . . .
rate of increase of the target is less than that of the balance. 20016 2017 2018 2013 2020 2021 2022 2023 2024 2025
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One of the main strategies with respect to reserve management is
ensuring each reserve maintains a healthy balance without placing undue hardship on the operating budget (and therefore the taxpayer).
Given the absolute value of the reserve balance, and the fact that the balance is projected to increase slowly annually, this reserve is
considered healthy at this time.
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Tax Capital Reserve Fund

The Tax Capital Reserve Fund has been established to provide a source of
funding for capital projects. BMA has identified a best practice of
maintaining this reserve at a balance of one year’s worth of the tax-
supported capital expenditure requirements. The City has defined this as
the equivalent of a rolling ten-year average of capital spending that is
funded from this Reserve.

As can be seen in Figure 33, this fund’s balance is projected to decline in
the latter years of the ten-year plan. This is a direct result of the plan to
begin to address unfunded projects in the capital program, as no increase
to capital reserve fund contributions has been planned. No action is being
recommended at this time, although it is anticipated that direct action will
be required in future years to reinforce this reserve.

Employee Benefits Reserve Fund

The target for the Employee Benefits Reserve is currently equal to the
actuarial evaluation for these benefits. Staff will be undertaking a thorough
review, including a review of best municipal practices, to confirm what
portion of the actuarial evaluation should in fact be funded. For that reason,
although this fund’s balance is declining and is well below the current
target, no changes are being recommended at this time.

Figure 33 — Tax Capital Reserve Fund Projection
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Figure 34 - Employee Benefits Reserve Fund Projection
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Operating Budget

All decisions related to revenue generation, capital expenditures, debt-issuance decisions and reserve and reserve fund management are
interrelated and ultimately impact the City's operating budget. The current LRFP assumes the City continues at status quo — that is, no
changes to service levels in our services and programs.

As discussed on page 29, the property taxpayer is impacted by the decisions of the City of Mississauga, the Region of Peel, and the Ministry
of Education. 33.6% of the residential tax bill is related to City programs and services. Assuming this 33.6% is maintained for the next 10
years (i.e. making no assumptions with respect to the Region of Peel or Education portions of the tax bill), Mississauga'’s impact on the tax
levy is anticipated to be relatively stable over the next ten years. 2017 is slightly higher than average due to a one-time 0.5% increase in the
tax levy specific to the Northwest Park Pool, and 2024 shows a one-time reduction of approximately 1% due to the cessation of the Emerald
Ash Borer special levy.

Figure 35 — Tax Levy Change Estimate (Mississauga Portion of Total Tax Bill)
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Conclusion

Long range financial planning is successful when one systematically thinks about the future and anticipates possible issues before they
arise. Development of a long-range plan helps identify future trends and potential funding gaps and provides strategies aimed at improving
financial sustainability. This is the City of Mississauga’s first comprehensive LRFP. It has been developed to ensure the City remains
financially strong and that Council has the best possible advice to make informed decisions. It will help identify opportunities and challenges
that will influence the City’s future. Ensuring the appropriate financial strategies and tools are in place will assist as decisions need to be
made.

The LRFP indicates that the City will continue to be in a financially stable position over the next ten years. It must be noted however that
various large-scale projects which have been identified in the City’s master plans and during Council deliberations are not yet included in the
current capital budget. In addition to the City’s focus on transit, many of our Master Plans have identified the potential for growth and
improvement that will come with some cost. Furthermore, issues such as climate change, affordable housing, and other emerging topics are
anticipated to have additional impacts on the City’s businesses. These have the potential of creating significant pressure on future
expenditure levels. Future iterations of the LRFP will address these and other, yet unidentified, challenges and opportunities.

Mississauga’s LRFP reaffirms to both Council and its residents that the City is accountable and transparent and will continue to provide
quality services while keeping taxes affordable.

] mississauca
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