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Petrolia You’ll Be Surprised!
• Located in SW Ontario
• 5,742 amazing people
• Municipal services similar to a
much larger municipality
•
•
•
•
•
•

Water treatment plant
Wastewater treatment plant
Full recreation facility
Professional theatre
Arena, farmers market
Parks and green spaces

• Very proactive, innovative and not
afraid to lead
• Great working relationship on
Council and between Council and
cross-functional senior staff.
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Multi-year Budgeting Maturity Model

Level 2

Level 4

Budget approved
before budget year
starts
Level 1
Budget approved
after budget
year starts

Long Term Financial
Plan (LTFP)

Level 3
Budget approved before
budget year starts with
insights into future
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Level 1: budget approved after budget year starts
•

Municipal Act permits municipalities to approve their annual
budget in the year of the budget

•

Many small to medium municipalities are at this level

•

10 out 12 at Level in my County

•

Pros:
• Makes budgeting easier and more accurate
• Less work for staff
• Less controversy for Council

•

Cons:
• Key role of management is planning
• Dilutes Council’s governance
• Reduces its decision making authority
• Re-enforces idea of doing the same as last year, reduces
drive for innovation
• Late to market for RFPs, likely higher costs and miss out on
better contractors
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Level 2: budget approved before budget year starts
•

Not many municipalities are at this level

•

2 out 12 at Level in my County

•

Pros:
• Earlier to market for RFPs, likely lower costs and better
contractors
• Forces better planning and understanding between Council and
staff
• Council more actively engaged in their governance and strategic
decision making role
• More respectful of property tax and water/sewer ratepayers –
know in advance impact of changes
• Less work for staff, once they are into a routine
• More time for Council and staff to react/plan for major changes
• More forward thinking, encourages innovation and ability to
tackle larger challenges

•

Cons:
• Transition period likely more work for staff
• More planning and communications between Council and staff
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Level 3: budget approved before budget year
starts and provide insights into future years
•

Few municipalities are at this level

•

1 out 12 at Level in my County

•

Examples range from:
• Providing targets rates for future years
• Providing capital plans for future years (maybe seek approval in
principle from Council)
• Providing detailed operating and capital budgets for future years

•

Pros:
• Earlier to market for RFPs, likely lower costs and better contractors
• Forces better planning and understanding between Council and staff
• Council more actively engaged in their governance and strategic
decision making role
• More respectful of property tax and water/sewer ratepayers – know
in advance impact of changes
• Less work for staff, once they are into a routine
• More time for Council and staff to react/plan for major changes
• More forward thinking, encourages innovation and ability to tackle
larger challenges
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Level 3: budget approved before year starts and
provide insights into future years (continued)
•

Cons:
• More work for staff
• Could be information overload for Council and public (I
have seen budget material over 500 pages)
• Council and/or public may hold staff to account even
though could be a result of change out of staff’s control,
eg, recession, huge increase in interest rates, natural
disaster, etc
• Requires Council willing to act longer than their term
• Requires a Council and staff with good working
relationship to tackle major, competing challenges of
the future
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Level 4: Long Term Financial Plan (LTFP)
•

Very few municipalities are at this level

•

1 out 12 at Level in my County

•

Under Ontario Regulation 588/17 all municipalities require a LTFP by 2024

•

Government recognizes that having a LTFP is the ultimate in multi-year
budgeting and is essential for municipalities to excel in Asset Management
(AM)

•

Pros:
•

Provides staff and Council the ability to plan longer term

•

Takes AM Plans (a noun) and turns it into an action verb AM Planning

•

Without a LTFP to validate AM Plans, the plans are just a wish list –
LTFP forces a real prioritization of capital assets

•

Facilities better integration of strategic plan with AMP and LTFP
(coordinating water and sewer work with road reconstruction)

•

Integrates annual budget process with LTFP

•

Forces better planning and understanding between Council and
staff, forces a mutual understanding of realistic longer term goals,
eg, building a new arena or buying fire truck or road reconstruction
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Level 4: Long Term Financial Plan (LTFP)
•

Pros: (continued)
• Council more actively engaged in their governance and
strategic decision making role
• More respectful of property tax and water/sewer ratepayers –
know in advance impact of changes
• More time for Council and staff to react/plan for major
changes
• More forward thinking, encourages innovation and ability to
tackle larger challenges

•

Cons:
• More work for staff
• Lack of tools or local expertise
• Council may not understand and accept their strategic role,
eg, thinking past the end of their term
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Bad planning is buying a new saddle
for an old horse!
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Petrolia’s Multi-year Budgeting Journey
• Arrived in spring of 2013
• Management team was working on the Budget – I thought they meant 2014
Budget!
• We were at Level 1 of multi-year budgeting maturity model
• It was end June by the time we had our 2013 budget approved and entered into
our financial system, and October for our first 2013 quarterly financial
performance report to Council
• Realized this was an area for improvement, and had excellent support from
Council and our senior management team
• Bonnie and Clyde story
• Not having had previous municipal experience, it took about six months for me to
realize that municipalities were very capital intense organizations – Petrolia has
$300 million in assets at replacement costs
• Realized that we needed a Long Term Financial Plan (LTFP)
• The stars were aligned as I had been in charge of strategic planning group at
National Defence – had a $10 billion annual budget with $3 billion in capital –
15 year planning horizon
• We hired the former treasurer of Sarnia who had over 30 years municipal finance
experience
• Over the next year, we developed the Town of Petrolia’s first LTFP (10 year
planning period)
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Petrolia’s Multi-year Budgeting Journey
• At the beginning of 2014, we had our first Asset Management Plan (AMP)
• Our LTFP clearly indicated that our AMP was unfordable
• Council approved a 5% capital sustainability levy and directed staff to reduce
our operating costs by 5% for 2015
• Petrolia went straight from Level 1 to Level 4 while we kept moving our budget
process earlier to November before the budget year
• We update and improve our LTFP annually and it is fully integrated with our
annual budgeting process
• The second year of our LTFP is the starting point for our annual budget, and
the approved annual budget becomes the updated starting point for our LTFP
• In Budget 2016, we started providing Council with targeted tax, water and
sewer rates for the two following years (Level 3)
• Used some of our FCM AMP funding to document a basic municipal LTFP to
share across the country
• Future possible enhancements:
• Have a new Council, still educating/developing our relationship
• Multi-year capital program for approval in principle
• More exposure of our LTFP with Council and the public
• Work on Levels of Service and risk management
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Transfer to Working Capital Reserve
Petrolia
Working Capital Reserve represents funds
that are set aside for Capital Projects. The
Municipal Budget includes a projected
amount to be transferred over at the end of
each year, in addition to any operating
surplus.

Explain structural deficit: annual
expenses higher than revenues

2013

2014

2015

2016

2017

2018
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Accumulated Surplus / Deficit
Petrolia
$86,107,213

Accumulated Surplus may be considered to be
the Net Worth of the Municipality

Growth in net worth from 2014 to 2017 was 41%.
Average growth for all municipalities across the
province was 8.6%. Petrolia’s growth for the
three years was almost five-times higher.

$76,796,950

$64,524,323

$59,797,198
$57,858,802

$57,765,641

2010

2011

$60,349,605

$61,074,530

$55,593,973

2009

2012

2013

2014

2015

2016

2017

17

Petrolia’s Long-Term Financial Planning (LTFP) Model
• Another measure of success is the percentage of “very poor” assets
to total assets.

• 2016 was 39%

2019 will be about 20%

• Reasons for our success:

• Council quickly understood the importance of AM – it is where
the money and services are!
• In 2015, Council approved a 5% capital sustainability levy and
at same time directed a 5% reduction in operating budgets
without reducing services (not easy things to do)
• Developed and implemented a simple, tailored to our needs,
long term financial plan that is updated annually and integrated
with our annual budgeting process
• Moved from a noun “AM Plan” to action “AM Planning”
• Respect and trust between Council and staff
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Closing Comments
•

Money is always in short supply

•

Demand on municipalities is always growing

•

Our infrastructure is aging and deteriorating quickly

•

Municipalities are capital intense with assets that last 10 to 80 years,
therefore, they multi-year budgeting and long term plan are critical to
their success

•

The urgency for municipalities to work together in innovative ways to
address their challenges is greater than ever
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Enough with all the strategic planning.
Get out there and kill something!
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