
BUDGET COMMITTEE  OCTOBER 16, 2007 

OPERATING BUDGET QUARTERLY REPORT 
ENDING JUNE 30, 2007 

Recommendation 

The Deputy City Manager/Commissioner of Finance & Corporate Services, and the Director of Budgeting 
and Financial Planning, recommend: 
 
That the 2007 Second Quarter Variance Report be received for information purposes. 

Economic Impact 

Not applicable. 

Communications Plan 

Not applicable. 

Purpose 

To report on the year-to-date actual 2007 Operating Budget results versus the calendarized 2007 
Operating Budget, as of June 30, 2007. 

Background - Analysis and Options 

The attached second quarter variance report compares the current status of both departmental and 
corporate expenses and revenues for the six-month period ending June 30, 2007, relative to the 2007 year-
to-date operating budget.  The year-to-date operating budget is calendarized based primarily on the 
spending patterns and trends of previous years, as per departmental submissions.  This variance report is 
prepared on a partial accrual basis, where only major revenue streams or expenditures not booked, but 
incurred to date, have been estimated and 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 simply measures the excess at a point in time and may be 
eroded due to unforeseen events that may occur in the second half of the year, such as winter storms, an 
economic downturn, or a delay in the timing of expenses.  The last point is highly possible, as the 2007 
second quarter variance is impacted by the June 14, 2007 budget approval, which in many cases, delayed 
departmental spending, contributing to some favourable variances presented. 

 
Second Quarter Ahead of Budget 
 
At the end of the second quarter, the excess of revenues over expenses was $1,792,662. This favourable 
variance is comprised of revenues being $2,295,809 over budget and expenses that are below budget by 
($503,147). The $1,792,662 is a positive variance. The main areas that contributed to the positive variance 
are summarized below. 
 

$M’s 
Revenues  
Reserves (0.6)  
Fees & Service Charges 1.9 
Corporate Revenues  0.9 
Taxation/Grants/ Payment in Lieu / Other  0.1
Total   2.3 
 
 
 
 



 
Expenses 
Departmental Expenses: 

Recreation  0.3 
Building & Facilities  0.5 
Parks Operations 0.5 
Development Planning 0.2 
Building Standards 0.4 
Development & Transportation Engineering 0.2 
Engineering and Construction Services 0.4 

  Library     0.7 
  Other – (various departments)   1.0  4.2 
Corporate Expenses   (4.7)
Total    (0.5) 
 
Year-To-Date Revenues Net of Expenses              $1.8M 
 
 
The City’s 2007 annual Operating Budget is $176,613,840.  As previously stated the $1,792,662 represents 
a variance of 1.02%. 
 
Listed below are explanations for significant revenue and expenditure variances. As per prior practice, 
department explanations are required for all unfavourable variances and any favourable variances in 
excess of $100,000.   
 
Deputy City Manager / Commissioner of Finance and Corporate Services 
 

City Financial Services Expenditures Favourable $138,743 
 
The favourable variance is due to salary cost savings as a result of complement vacancies in the 
first half of the year and additional favourable variances in miscellaneous accounts.  

 
Commissioner of Legal and Administrative Services 
 

Clerks – Fees / Service Charges Unfavourable ($9,835) 
 
The unfavourable variance in various fees and service charges are related primarily to lower than 
forecasted fees and charges related to the sale of documents and commissioning fees relative to 
budget calendarization.  It is anticipated that revenues will increase over the next two quarters. 

 
Clerks – Committee of Adjustment Revenue Favourable $105,204 
 

Committee of Adjustment’s projected revenue for the first six months was $105,204 greater than 
forecasted, due to a higher than anticipated increase in the number of Committee of Adjustment 
applications processed to date. 

 
Clerks – Insurance Expenditures Unfavourable ($113,042) 
 

The primary reason for an unfavourable insurance expenditure relates to the fact that the City has 
experienced an increase in vandalism, vehicle accident damages, and theft claims which are below 
the City’s deductible.  As such, the required funds have been paid out of this account.  If the trend 
continues, the impact on year-end results will need to be determined. 

 
 
 
 
 
 



 
 

Enforcement Services Revenue Unfavourable ($70,143) 
 

Fine revenues continue to be generated at close to 2006 levels.  Unfortunately, as a result of 
circumstances beyond the City’s control, the rate of payment has declined.  The major contributing 
factor to the decline in payments is a backlog in our Courts.  There is a backlog of over 2,500 
cases (with the majority of fines ranging from $100 - $300 each).  As a result of this backlog and 
the continuing resource shortage of available Justices of the Peace, it is not anticipated, at this 
time, that this revenue shortfall will be remedied before the end of the year. 

 
Enforcement Services Expenditures Favourable $119,583 
 

The favourable expenditure variance is due primarily to savings in salary lines as a result of staffing 
vacancies.  Additional savings related to staff vacancies were found in cellular telephone costs, 
computer expenses, and other miscellaneous accounts. Contributing to the favourable variance is 
also minor savings related to contract costs in the animal control services contract and 
enforcement hand-held scan devices. 

 
Human Resources Expenditures Favourable $137,605 
 

The mid year variance is due primarily to professional fees are favourable to date, as we have 
settled a number of grievances scheduled for arbitration, minimizing legal and arbitration fees.  It is 
anticipated that as labour negotiations proceed throughout the second half of the year, professional 
fees will be significant and the favourable variance to date will be corrected. 

 
 
Commissioner of Community Services 
 
Recreation Revenues Unfavourable ($249,225) 
 

The unfavourable revenue variance is primarily a result of a shortfall in registration revenue targets 
for recreation programmes.  Unfavourable revenues were found in the City’s general programs, 
aquatics, before and after school programs, and camps. The shortfall in revenues is offset by 
savings in expenditures, resulting in an overall favourable variance for the Recreation Department 
budget. 

   
Recreation Expenditures Favourable $301,321 
 

The favourable expenditures variance is primarily due to savings in staffing and material costs 
related to programs that did not sell (as noted above in the revenue shortfall explanation).  Overall, 
the department had a net favourable variance. 

 
Building and Facilities Expenditures Favourable $508,989 
 

The overall favourable variance is comprised of several factors, including salaries and benefits 
savings related to vacancies, building maintenance expenses, and utilities.  The current vacancies 
within the department are not expected to continue as the recruitment process has commenced.  
The building maintenance work is scheduled for the second half of the year as a result of a June 
14, 2007 budget approval.  Utility expenses are favourable as a result of lower than forecasted 
expenses to date.  It is expected that utility actual costs and budget calendarization should be on-
target during the second half of the year. 

 
 
 
 

 
 



Parks /Forestry Operations Revenues Unfavourable ($5,385) 
 

The unfavourable revenues are primarily related to a delay in recoveries from shared facilities.  It is 
expected that the variances will correct themselves during the second half of 2007 and that any 
variances at year end will not be material. 

 
Cemeteries Revenues Unfavourable ($1,546) 

 
The minor unfavourable revenue variance is primarily related to lower than forecasted sales of 
plots. 

 
Parks/Forestry Operations Expenditures Favourable $499,932 

 
The majority of the favourable expenditures variance is related to savings in salaries and benefits, 
as a result of a vacant manager and supervisor position, and a delay in back filling full-time and 
part-time staff positions.  In addition, actual recording of crew cards for outside staff requires a 
slight adjustment to the calendarized budget.  It is expected that the timing will be corrected in the 
second half of the year and that the budget calendarization will be adjusted for 2008.  Additional 
factors contributing to the favourable variance includes timing delays for interdepartmental charges 
for services.  It is expected that these interdepartmental charges and invoice processing delays will 
be corrected before the end of the year.   

  
 
Commissioner of Planning 
 
Development Planning Revenues Unfavourable ($1,286,803) 
 

The unfavourable development planning revenue variance is a result of a drop in planning 
applications in the first half of 2007, as compared to previous years and it is anticipated that the 
shortfall in revenues will remain unfavourable for the balance of 2007 and continue to decline from 
previous highs into 2008.  Notwithstanding the drop in new applications, the department has a 
backlog of over 600 applications that are currently under review and require significant staff time to 
complete the planning and development approvals process. 
 
In response to the revenue / budget concerns, staff have and will continue to take measures to 
ensure that the department’s staff resources are used in the most efficient and practical manner.  
Some of the measures already taken include: 

 
• Placing on hold the recruitment of 2 new F/T staff complement positions approved in 2007; 
• Devoting more staff to the processing of the backlog of applications; 
• Devoting more staff time to research and data collection (in previous years time spent on this 

function was minimal as a result of the pressures to deal with application processing); and 
• Focus on special projects, such as site plan review processes and reviews of public notification 

requirements for planning applications, all geared towards achieving process improvements 
and service delivery standards.  

 
Development Planning Expenditures Favourable $183,915 
 

The majority of the favourable variance relates to vacancies in full-time positions. The department 
had two staff complement positions vacant in the first half of 2007.  It is anticipated that these two 
vacancies will be filled before the end of 2007, however, additional favourable variances are 
anticipated in the salaries and benefits accounts until these positions are filled. 

 
 
Building Standards Revenues Favourable $3,241,252 
 

The favourable building standards revenue variance is a result of higher than anticipated building 
permit volumes.  While new home sales appear to be softening, the department experienced 
significantly higher revenues than forecasted.  If revenues continue at present levels into 2008, 



there is a possibility that the Building Standards Service Continuity Reserve Fund may exceed its 
projected target triggering a need to review fees. However, discussions with the building 
community suggest that the housing market may continue it’s softening, which is further supported 
by the recent decline in Planning Department revenues. The above is an indication that future 
building department revenues will not hold the current pace.  

 
 

 
Building Standards Expenditures Favourable $370,228 
 

The majority of the favourable variance relates to vacancies in full-time positions that were 
approved by Council as part of the Bill 124 costing process. The vacancies have resulted in 
savings in the salary, benefits, and associated accounts, including office equipment, computer 
hardware and software, and training and development.  The department is continuing to actively 
recruit for all vacant positions in a currently very difficult and competitive labour market. 

 
 
Economic and Technology Development and Corporate Communications 
 
Economic and Business Development Revenues Unfavourable ($11,130) 
 

The unfavourable revenue variance is primarily attributable to the timing of forecasted revenues 
related to VBEC.  The Ministry of Small Business Enterprises supports the VBEC operations 
through regular quarterly payments and it is anticipated that the unfavourable variance will be 
corrected by year end. 
 

Information and Technology Management Expenditures Unfavourable ($134,771) 
 

The majority of the unfavourable variance can be attributable to contracts being paid in the first half 
of the year, in advance of what was originally forecasted and calendarized in the 2007 budget.  The 
unfavourable variance will be eliminated in the latter quarters of 2007.    

 
Commissioner of Engineering and Public Works 
 
Engineering Services Revenues Unfavourable ($77,807) 

  
The unfavourable revenue variance regarding Municipal Consent Fees and Road Occupancy 
Permits totalling $40,842 is due to a seasonal lag in construction activity.  2007 year end will see 
year-one results of executed Municipal Access Agreements and reduced revenue levels resulting 
from the terms and conditions of the Agreement.   
 
In addition, external recoverables are tracking behind budget by $10,724, in part, as a result of 
Developers being more responsive to chargeable conditions in the Subdivision Agreements.  
Typically, the fall season (our third quarter), is when this account is most productive. 
 
Also contributing to the unfavourable revenue variance is lower than forecasted engineering fees 
from Subdivision and Development Agreements totalling $26,237.    The department currently has 
between 10 – 15 development / subdivision agreements in progress that are expected to be 
registered by Q4 2007.  

 
 
 
Development & Transportation Engineering Services Expenditures Favourable: $202,321  
 

The primary explanation for the favourable expenditure variance relates to savings in salary and 
benefit costs as the department continues to deal with five vacancies.  It is expected that 
recruitment activities will be successful and that the department will return to full complement 
towards the end of 2007 or early 2008. 

 



Engineering & Construction Services Expenditures Favourable $367,212 
 

The favourable expenditure variance is mainly as a result of two factors.  Firstly, delays in hiring 
staff have resulted in vacancies in the first half of the year and as a result, the department 
experienced gapping savings in salaries and benefits expenditures.  The second factor contributing 
to the favourable expenditure variance relates to traffic signal maintenance and pavement marking.  
Both contracts will be awarded in late summer and early fall, and expenses are expected to pick up 
after that time and begin to track to budget. 

Vaughan Public Libraries 
 
Library Expenditures Favourable $653,367 

 
The majority of the second quarter favourable variance approximately $529,000 is a result of 
gapping, as continued vacancies and high turnover rates have resulted in salary and benefits 
savings.  The balance of the favourable variance is primarily a result of timing, as some expenses 
in the resource books, building maintenance, and other accounts will be booked later than originally 
forecast.  It is expected that the various non-labour expenditure variances will correct themselves 
throughout the balance of the year. 

 
 

Corporate Revenues 
 

Corporate revenues are favourable by $927,030 for the first six months of 2007, largely linked to a 
favourable investment income performance of $535,884 as returns on investments exceeded 
forecasts, favourable fines and penalties revenues of $151,835, and favourable revenues from the 
Provincial Offences Act of $174,577.  All three revenue sources are ahead of budget and 
anticipated to remain favourable for the balance of the year.  The balance of the variances in the 
corporate revenue details include some variances, all minor in nature, and are not expected to be 
material at year end.  

  
Corporate & Election Expenditures 

 
Corporate expenditures were unfavourable by $4,753,213 for the first six months of 2007. A 
significant portion of this balance is due to a substantial transfer to the building standards continuity 
reserve resulting from higher than anticipated building code permit revenues $3,566,610. As of July 
1, 2005, Bill 124 imposed cost and price restrictions on the building code permit fees to the extent 
that revenues cannot exceed reasonable and anticipated costs. For this reason revenue surpluses 
are transferred to the reserve, as per the City’s policy, to provide future service continuity when 
expenses eventually outpace revenues. The above mentioned trend is anticipated to continue and 
will result in additional transfers at year-end.   
 
The remaining variance consists primarily of unfavourable variances in salary gapping and the 
elections accounts. The $653,586 unfavourable variance in salary gapping was anticipated since 
savings are budgeted under corporate expenses, but actual salary savings are realized within the 
respective individual departments. An analysis of salary savings realized in departments offsets the 
unfavourable gapping variance under corporate expenditures. The $333,158 unfavourable variance 
experienced in the election account is related to unexpected costs associated with the election 
recount. The remaining portion of the variance consists of mixture of various minor miscellaneous 
corporate expenses, which are expected to correct themselves in the second half of 2007. 

 
 
Revenue from Reserves 

 
Revenues from reserves were $612,404 under budget largely as a result of actual spending in 
departments being lower than budgeted, which in turn reduces the requirement for reserve 
transfers to the operating budget. The Engineering Reserve transfer is $382,079 under budget as a 
result of lower than forecasted expenses in Engineering Services and Public Works. The Finance 
from Capital Reserve transfer is $248,139 under budget as a result of lower than forecasted capital 
expenditures, as of June 30. The Fleet Management Reserve transfer is $51,919 under budget as 



a result of lower than forecasted expenses in Fleet management Services. The Heritage Reserve 
transfer is $31,749 under budget as a result of lower than budgeted expenses in the Cultural 
Services administration. These above favourable variances are slightly offset by an $87,867 higher 
than anticipated transfers from the insurance reserve to cover increasing cost of claims related 
vehicle accidents, vandalism, and theft. 

 
 
 
Relationship to Vaughan Vision 2007 
 
The report is consistent with the priorities set by Council and the necessary resources have been allocated 
and approved. 

Conclusion 

Based on the year-to-date budget for the Second Quarter of 2007, the excess of revenue over 
expenditures was $1,792,662.  This excess is a point in time measure and may not be indicative of any 
potential actual year-end surplus.  In addition, over the past few years the operating budget has relied on 
prior year’s surplus of $2.5m to assist in balancing the budget.  It is unclear at this time if $2.5m will be 
available in the 2007 year-end surplus to be utilized for the 2008 Operating Budget. 

Attachments 

Attachment 1 – 2007 Second Quarter Variance Report  

Report prepared by: 

John Henry, CMA 
Director of Budgeting & Financial Planning   
Ext 8348 
 
Al Meneses, MBA 
Manager, Operating Budget & Activity Costing 
Ext. 8401 
 

 

Respectfully submitted, 
 
 

 
 
 
       
Clayton D. Harris, CA 
Deputy City Manager / Commissioner of Finance & Corporate Services 

 
 
 
 

 
       
John Henry, CMA 
Director of Budgeting & Financial Planning 
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