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City of Richmond’s Corporate Enterprise Fund

The City of Richmond’s vision is to be “the most appealing, livable and well-managed community in Canada”.  
The “Corporate Enterprise Fund” (Fund) is a corporate action to foster an entrepreneurial spirit in how the City approaches operational needs.  
The City developed the Fund in 1995 as an innovative means to provide internal revolving financing for projects that have not traditionally been part of the City’s “core business” considerations. The Fund is administered as a loan. Any monies borrowed from the Fund are repaid with interest in order to grow the Fund over time to ensure its long term viability.
Origin

The Fund was originally created by redirecting an operating surplus of approximately $1 M to seed this revolving fund. As a result, there was no negative financial impact on the City's operating budget when this initiative was put in place.

To qualify, projects must be supported by solid business cases including the potential to improve operational efficiencies while generating revenue and/or demonstrating cost avoidance. 

The Fund is sustained by charging a nominal rate of interest to the projects, equivalent to the average annual rate of return earned by the City on its investments, to ensure the survival and growth of the Fund. The current interest rate is between 4-5%.
Repayment over 5 years is generally encouraged; however, this is largely dependent on the individual business case. A longer pay back period can be considered.

The Fund has assisted projects ranging from energy management initiatives, traffic safety improvement, bicycle lane, food services, trail and open space development. From time to time, the availability of the Fund enables projects to leverage external grants/incentives from external agencies or senior levels for governments by fulfilling the granting requirement of the municipality having matching funds.
Innovation
The establishment of a revolving fund dedicated to “non-core” operations enabled the City to pursue projects that have high community value. Richmond City Council has a strategic philosophy for long term financial management which limits annual tax increase to the Consumer Price Index, with an explicit 1% increase to grow the City’s reserve. Consequently, the City is in an enviable position where the entire existing debt will be retired in 2014. At the same time, the City has built a healthy reserve. Civic projects can borrow from (again, with interest) the reserve, so that the City is, on the whole, financially self sufficient when it comes to capital project expansion and is not subject to market fluctuation. 
The Corporate Enterprise Fund is an example of this philosophical approach. Its “for-profit” model of including borrowing costs to the payback enables the Fund to continue growing over time. As the size of the Fund increases, more substantial projects, or increasing number of concurrent projects, can be considered while still adhering to the City’s strategic long term financial planning philosophy.  

Results

Since its inception in1995, the Fund has grown from the original $1M endowment to a current value of approximately $2.8M.

Twenty-two projects have been funded to date. Of these, 12 projects are completed with loans fully paid back and 10 are underway. The total value of financial assistance provided by the Fund is approximately $6.9M. 

Outstanding projects results in various areas have been achieved. Examples of recent projects supported by the Fund include:

· Incremental cost support for infrastructure replacement of natural gas rooftop mechanical units (that were near their end of life) to the highest efficiency roof-top units available to increase energy savings and reduce utility costs.

· Best practices approach to improving energy efficiency and incorporating renewable energy at Gateway Theatre. 

· Pilot testing of LED sports lighting at the Burkeville tennis courts, which if the test is successful, could lead to other installations and energy reductions at other sports facilities.
· Corporate support for smaller stakeholder lead initiatives such as funding the Library’s installation of software to reduce power consumption of their computers and a new Steveston outdoor pool cover to reduce heating cost at night.

· Installation of a solar wall as part of a retrofit project to South Arm Community Centre to reduce heating need and as demonstration project for this technology.
· Expansion of bicycle lanes with matching funding from senior levels of government.
Conclusion
This case study illustrates a viable financing model which is flexible and sustainable over time.  It is one of many valuable tools that can be used to transform the way local governments finance operational challenges that can provide significant public benefits even though they are not traditionally considered to be “core business” needs.
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