COMMITTEE OF THE WHOLE SEPTEMBER 3, 2002

SECOND QUARTER OPERATING RESULTS - 2002
(ITEM 4, BUDGET SUB-COMMITTEE MEETING OF AUGUST 22, 2002)

Recommendation

The Budget Sub-Committee recommends:

That the recommendation contained in the following report of the Director of Budgeting and
Financial Planning (Acting), dated August 22, 2002, be approved.

Report of the Director of Budgeting and Financial Planning (Acting)

The Director of Budgeting and Financial Planning (Acting) in consultation with the Commissioner
of Finance and Corporate Services recommends:

That the 2002 Second Quarter Variance Analysis report be received for information purposes.
Purpose
To report the year to date actual results versus the operating budget as of June 30, 2002.

Background - Analysis and Options

The second quarter variance analysis attached compares the current status of both departmental
and corporate expenses and revenues for the six-month period ending June 30, relative to the
2002 year-to-date operating budget. The year-to-date operating budget is calendarized based
primarily on the spending patterns of last year. This variance analysis is prepared on a partial
accrual basis; only major revenue streams or expenditures not booked, but incurred to date, have
been accrued.

The combined excess of revenues over expenses, (balances transferred to reserves as per
policy), is not directly indicative of the final year-end surplus; it measures the excess at a point in
time and may be eroded due to unforeseen events such as winter storms in the latter part of the
year, an economic downturn, or a delay in expenses to the second half of the year.

Second Quarter Ahead of Budget

At the end of the second quarter the excess of revenues over expenses is $2.6m. This result is
made up of revenues exceeding budget by $0.4m and expenses that are below budget by $2.2m.
This difference represents a 2.2% positive variance from the annual budget and the main areas
that attribute to the positive variance are summarized below:

($M’s)
Revenues
Licensing Revenues 0.2
Bldg. Stds. Plumbing/Service Charges 0.4
Investment Income (0.2)
0.4
Expenses
Winterization Program 1.0
Other Expenses 1.2

N
(N



<

Year-to-Date Revenues Net of Expenses 2.6

The City’s Operating budget is $120,828,435. The $2.6M represents a variance of $2.1%.
Revenue
Actual Revenues shown below are at $52.7m as of June 30,2002, $0.4m or 0.8% over the year-

to-date budget of $52.3m. The maijority of the second quarter favourable variance is in Building
Standards Plumbing permits and general service charges.

2002 Budget YTD 2002 Actual Variance
(Millions) $ Budget $ $

$
Taxation 66.4 30.2 30.2 0.0
Reserves 7.1 24 2.4 0.0
Fees & Services 29.6 13.6 14.2 0.6
Corporate Revenue 11.5 3.4 3.3 (0.1)
Grant-in-Lieu / Other 6.2 2.7 2.6 (0.1)
120.8 52.3 52.7 04

Taxation

Property tax revenue of $30.2m represents the interim billing for residential, commercial,
industrial properties. The final residential property tax billing was issued in July 2002. The final
commercial & industrial property tax billing is expected to be issued in September 2002.

®,

<+ Supplemental Taxes

Supplemental taxes represent those taxes billed annually for newly constructed properties
that were not placed on the roll at the beginning of the year. Supplemental taxes are
expected to be issued in the third quarter.

Reserves

Reserves of $2.4m are primarily booked based on budget.

Fees and Service Charges

Fees and service charges total $14.2m at the end of the second quarter exceeding the year-to-
date budget by $0.6m or 4.0% primarily in the area of Building Standards Plumbing Permits,
General service charges and Licensing revenue. Building Standards permit revenue stands at
$6.4m, $0.7m over the year-to-date budget of $5.7m. The building permit revenue excess over
budget at year-end will be placed in the Building Permit Stabilization Reserve, as per policy, to
assist in stabilizing the tax rate in future years when building permit revenue begins to decline.
Other fees and service charges are basically in line with budget outside of Community Planning
and Policy, which is under budget by $0.2m at the end of the second quarter.

Corporate Revenue

Corporate revenue is currently at $3.3m and is under the year-to-date budget by $0.1m through
Investment income being unfavourable by $0.2m due to lower than anticipated interest rates
offset by a $0.1m favourable variance in Fines and penalty charges, Purchasing and Capital
Admin Revenue.



Grant-in-Lieu / Other

The grant-in-lieu revenue is on budget. The billing is for property tax billings for Provincial,
Federal, Hydro, Railway lands and Regional properties. The majority of the Grant-in-lieu billings
will be issued in the third quarter.

Expenditures

Actual departmental expenditures shown below are $46.8m for the first six months compared to
the year-to-date budget of $49.1m resulting in a favourable variance of $2.2m or 4.6% primarily
due to $1.0m of under spending in the winterization program as a result of the mild winter
conditions at the beginning of the year. The majority of the remainder of the under spending
compared to budget is due to the delay in the hiring of staff by departments.

Corporate expenditures and reserve contributions below including debenture payments,
professional fees, and reserve contributions, etc. and reflect a year-to-date actual balance of
$3.1m compared to the year-to-date budget of $3.0m.

2002 Budget YTD Budget 2002 Actual Variance
(Millions) $ $ $ $
Departmental 105.5 49.1 46.8 2.3
Corporate/Reserve
Contributions 6.1 3.0 3.1 (0.1)
Contingency 1.9 0.1 0.1 0.0
Capital / Revenue 7.3 3.6 3.6 0.0
120.8 55.8 53.6 2.2

Conclusion

Based on the year-to-date budget for the Second Quarter of 2002, the excess of revenue over
expenses is $2.6m. This excess is a point in time measure and may not be indicative of any
potential actual year-end excess. Any year-end favourable excess will be transferred to the
appropriate reserves as per the City’s policy.

Attachments

2002 Second Quarter Variance Analysis

Report prepared by:

John Hrajnik, ext. 8401
Director of Budgeting and Financial Planning, (Acting)

Respectfully submitted,

Councillor Bernie Di Vona, Chair
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