Itemn No. 4

THE CORPORATION OF THE CITY OF WINDSOR
Office of the City Treasurer — Finance

MISSION STATEMENT:
“The City of Windsor, with the involvement of its citizens, will deliver effective and responsive municipal services,

and will mobilize innovative community parmerships”

LiveLink REPORT #16662 AFB/11544 " | Report Date: July 9, 2012
Author’s Name: Don Nantais Date to Council: July 29, 2013
Author’s Phone: 519 255-6100 ext. 1668 Classification #:

Author’s E-mail: dnantais@city.windsor.on.ca

To: Mayor and Members.of City Council

Subject: " 2013 Second Quarter Operating Budget Variance Report

1. RECOMMENDATION: City Wide: _____ Ward(s): ___"_

THAT Council RECEIVE FOR INFORMATION the 2013 2nd Quarter Operating Budget'
Variance Report dated July 29, 2013 from the CFO & City Tre_aéurer and;

THAT the CAO in concert with. the CFO & City Treasurer BE DIRECTED to continue
monitoring the 2013 Operating Budget and Actuals and pro-actively take steps to mitigate any
significant variances projected. . '

EXECUTIVE SUMMARY:

N/A

2. BACKGROUND:

Annual Operating Budgets for City departments are set at the beginning of the calendar year
based on Council direction, economic trends and local information available at the time. The
departments monitor their expenditures and revenues on an ongoing basis and project to the end
of the year to ensure that they remain within the approved budget. As with any forecasting, the
projections become more accurate as the year unfolds and as more information becomes
available, ' ‘ '
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The City’s annual budget includes a $1.5 million budget stabilization contingency line item that
is used to help offset any unforeseen variances that can materialize throughout the year.

In addition to the City’s tax levy funded Operating Budget, certain expenditures are funded
through specific non tax levy streams such as Legislated Building Permits, On / Off Street
Parking Operations, and Sewer Surcharge, as detailed in the discussion section of this report.

3. DISCUSSION:

The financial position of the Corporation is directly affected by uncontrollable factors such as
weather conditions, unemployment rates, tax appeals, fuel, electricity, interest rates, settlement of
litigation brought against the City and social assistance caseloads. As a result, material
fluctuations in the projected variances can occur if any unforeseen event occurs or the event is of
an unforeseen magnitude.

Based on information as of June 30, 2013, Administration is projecting an estimated year end
surplus of $1.122 million prior to the use of the noted $1.5 million contingency allowance. With
the contingency factored in, the projected year-end variance represents an estimated surplus of
$2.622 million.

The following table provides a summary of the 2013 projected year-end variances for the City

Departments and Agencies, Boards & Commissions, by projected dollar value from largest
deficit to largest surplus.
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Table A: 2013 Second Quarter Operating Budget Variance by Department

: 3
Engineering 6,654 8,649,979 (389,000) -3.5%
Huron Lodge (121,759) 7,797,907 (258,000) -1.2%
Council Services 424,874 3,443,477 (206,500) -1.5%
Recreation & Culture (160,597) 9,044,667 (150,000) -0.9%
PW Operations 419,513 11,573,484 (77,000) -0.3%
Planning (259,315) 2,736,269 0 0.0%
Mayor's Office 0 438,179 0 0.0%
Council Administrative Services 10,423 741,281 0 0.0%
Corporate Hurnan Resource Accounts 233,384 (5,735,375) 0 0.0%
Legal (479,405) 6,832,655 0 0.0%
Building 199,506 2,146,385 0 0.0%
Comm. Development & Health Office (8,870) 92,840 0 0.0%
Parks & Facility Operations (34,284) 19,497,415 0 0.0%
CAOQ's Office 222,610 1,354,061 0 0.0%
Human Resources 129,391 3,722,478 33,000 0.8%
Fire & Rescue Services 114,938 35,133,818 60,000 0.2%
Information Technology 77,607 5,322,836 65,000 1.0%
Finance 376,256 6,529,604 88,000 1.0% .
Environmental 22,690 12,621,610 140,000 0.4%
Housing & Children's Services 467,549 21,150,846 | 247,000 0.3%
Employment & Social Services 1,170,187 15,961,498 937,000 0.8% !
Corporate Financial Accounts (2,497,114) (279,305,665) 1,288,000 0.8% §
Total City Departments 314,238 {110,249,751) 1,777,500 0.3% 5
Windsor Police Services 89,971 72,282,957 (470,000) -0.6% f
Transit Windsor (413,938) 12,289,811 (186,000) -0.7%
Windsor Public Library 0 7,939,359 0 0.0%
Agency Grants (133,209) 16,150,454 0 0.0%
Committees of Council 30,776 87,170 0 0.0%
Total Agencies, Boards & Commissions {105,633) 108,749,751 (656,000) -0.5%
Total Corporation 208,605 (1,500,000) 1,121,500 0.1%
Budget Stabilization Contingency Acct. 1,500,000 1,500,000 1,500,000 100%
Net Operating Budget Surplus $1,708,605 0 2,621,500 0.3%

Administration is working diligently to reduce the projected departmental variances by
Incorporating appropriate mitigating measures in the departments. |

Further details explaining the composition of these numbers and mitigating measures are
provided in Appendix A of this report.
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The projected year-end variance is also broken down by major account categories and presented
in the table below:

Table B: 2013 Second Quarter Operating Budget Variance by Category

OR 0

REVENUE:

User Fees, Permits & Charges ($753,500)
Taxes - Municipal ($380,000)
Grants & Subsidies ($369,000)
Other Miscellaneous Revenue (3112,000)
Taxes - Education $0
Recovery of Expenditures $220,000
Transfers from Other Funds $390,000
Investment Income & Dividends $400,000
SUBTOTAL - REVENUE (604,500)
EXPENSE:

Operating & Maintenance Supplies ($1,020,000)
Minor Capital ($200,000)
Utilities, Insurance & Taxes ($197,000)
Financial Expenses $0
Transfers to Education Entities $0
Transfers to External Agencies $0
Purchased Services $79,500
Other Miscellaneous Expenditures $212,000
Transfer for Social Services $988,000
Salaries & Benefits 1,529,500
Transfers to Reserves & Capital Funds 1,834,000
SUBTOTAL - EXPENSES 3,226,000
2013 Projected Year End Surplus 2,621,500

Revenue Variance:

The largest portion of the projected revenue variance is comprised of a shortfall in User Fees,
Permits & Charges across the Corporation, which can be attributed to the volume decreases. The
Municipal Taxes category is projecting a deficit resulting from lower penalties and interest on
taxes due to concentrated tax collection efforts. The Grants and Subsidies variance is due to
lower than expected operating costs in the Employment Services Programs within Employment
and Social Services.
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Offsetting these revenue deficits are revenue surpluses related to Corporate Investments and a
Transfer from Other Funds of one time capital funding for Transit Windsor.

Expenditure Variance:

On the expenditure side, the significant variance in the Operating and Maintenance Supplies
category is mainly due to the higher than budgeted fleet maintenance costs at Transit Windsor
and Building, equipment and infrastructure repairs required at Parks. It should be noted that
Transit and Parks have taken mitigating steps to reduce the deficit in this expense item by
delaying other non emergency projects. The bulk of the expenditure savings bave been realized
in Salaries & Benefits, through salary gapping and corporate provisions that typically offset costs
in departments for workers compensation awards and other such items.

Non-Tax Levy Variances

Building Permit Operations

Budgeted Draw on
Permit Reserve

Projected Draw at
Year End

Projected Year

End Variance

$720,299

(31,189,299)

($469,000)

Construction statistics as of June 30, 2013 (1,158 permits) are below that of 2012 (1,575 permits)
for the same period. Also, the permit counts are largely concentrated in property renovations and
new housing starts. These types of permits generate lower permit revenues compared to permits
for new construction of the larger industrial, commercial and institutional (ICI) type projects.
The (ICI) categories traditionally represent a large portion of the permit based revenue for the
Corporation.

Mitigating efforts are continually being implemented by the Building Department to help reduce

and control any draw against the Building Permit Fee Reserve each year. Those efforts include
gapping and elimination of positions where possible, frugal management of all controllable
operating costs, increased efficiencies and implementing new fees and cost recovery of services
rendered.

Implementation of the City Council approved Building Permit Fee Reserve Deficit Reduction
Action Plan (September 19, 2011) remains on schedule for completion in 2013/2014.

On / Off Street Parking Operations

Budgeted | Projected Year | Projected Year End
Transfer to | End (rounded) Variance
Reserve

$531,276 $531,276 $0
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On / Off Street Parking Operations is expecting to transfer the full budgeted transfer amount of
$531,276 and any surpluses realized for the year. This projection could fluctuate depending
upon any unforeseen change in revenues or expenditures before year end.

Sewer Surcharge Funded Operations

Budgeted Projected Year End | Projected Year End
Variance
$58,273,921 $59,473,921 $1,200,000

The Sewer Surcharge funded operations in Environmental Services is projecting a year-end
surplus of approximately $400,000.

The primary reason for this surplus relates to revenue from Sewage Treatment at the Little River
Pollution Control Plant. A projected year-end revenue surplus of $235,000 is expected at the
Little River Pollution Control Plant due to the sewage treatment rate returning to normal levels
for 2013 and a slight volume increase in the amount of sewage treated at that particular plant.

In addition, there are surpluses projected within the Pump Stations of $100,000 and Electrical
area of $50,000, due to staffing vacancies within the areas. Lastly, a small surplus $15,000 has
been projected for the Landfill perpetual care costs, based on lower than anticipated monitoring
costs.

Sewer Surcharge revenue has been trending higher as at May 31, 2013 and it is anticipated that a
surplus of $800,000 will materialize by the end of the year.

Therefore, the overall projected year end surplus for Sewer Surcharge Funded Operations is

expected to be approximately $1.2 million. Any year-end variance will be taken into account
during the annual review of the sewer surcharge budget as part of the 2014 budget process.

Other Related Matters

Handi Transit
During the 2010 Budget deliberations, it was approved by Council that Handi Transit be included

as part of our regular quarterly reports to Council. As a result, they have been included in
Appendix A (see page 31). Handi Transit is projecting to break even for 2013.

4. RISK ANALYSIS:

There are a number of potential risks that can have a significant impact on the year-end financial
results:
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5.

. Current macro and micro economic conditions such as changes to local unemployment

rates, volatility of energy costs, commodity prices and interest rates as well as supply and
demand for products and services.

- Seasonal variability with respect to revenues (i.e. Recreation fees) and expenses (i.e.

winter control)

. Potential increase in staffing costs due to factors such as sick call replacement, modified

duties (particularly in mandated or 24 / 7 operational areas), WSIB, joint job evaluation
or other arbitration decisions, health benefit usage (Green Shield) and such other. Some
of these costs may be covered by corporate provisions / reserves.

. Potential increase to unavoidable expenditures such as mandated repairs and maintenance

and allied purchase of materials and supplies, legal expenses, streetlight maintenance, etc.

. The Net Tax Additions / Reductions account is extremely difficult to project with

certainty. There are still some significant appeals in progress and any variances in this
account will vary dramatically based on the outcomes and timing of the settlements.

. The significant use of estimates, historical knowledge and judgment in developing

budgets and projecting actuals for the year implies that actual year end revenues and
expenditures may differ significantly from quarterly projections. One way to mitigate this
risk and help to offset any unexpected or one-time variances is by way of the annual $1.5
million budget stabilization contingency account. Due to the favourable projection of an
overall year end surplus, this contingency line item may not be utilized in 2013.

FINANCIAL MATTERS:

As discussed throughout the report.

Refer to Appendix A for detailed descriptions to support the departmental projected year end

variances.

Appendix B of this report includes a list of relevant operational and economic statistics
(extracted from various sources) as background information and is depicted graphically by
quarter, by year, for ease of reference and comparison purposes.

6. CONSULTATIONS:

All City Departments provided details and comments to augment the analysis performed by the
Finance Department.

7. CONCLUSION:

Administration’s best estimate calls for a projected year end surplus of $ 1,121,500 which does
not include the use of the budget stabilization contingency of $1.5 million.
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As indicated throughout this report, the second quarter variance projection is subject to
significant refinements as the fiscal year progresses. Mitigating measures and steps have and will
be implemented where possible in order to minimize unfavourable variances by year end.

D01, S

Don Nantais

Colucci

Financial Planning Administrator, for Chief Financial Officer and City Treasurer
Building and Planning and Corporate Leader Finance and
Technology
,_%/d/ ‘RL o *‘Dc_ PN S
#MarjefSonego : Jelena Payne é/ '
/-"' ﬁfgineer and Community Development and Health
’ orate Leader Environmental Commissioner and Corporate Leader Social
" Protection and ransportation Development, Health, Recreation and
Culture
-Valerie Critchley Geor,
City Clerk/Licence Comypissioner and City Solicitor and Corporate Leader

Corporate Leader Public Engagement and - Economic Development and Public Safety

Human Services

elg Reidel \
hief Administrative Officer

APPENDICES:
Appendix A — Components of the Q2 2013 Operating Budget Variance Report
Appendlx B — Operational & Economic Statistics
DEPARTMENTS/OTHERS CONSULTED:
Name: Andrew Daher, Manager, Operating Budget Control & Financial Administration
Phone #: 519 255 6100 ext. 6613
NOTIFICATION : -
3 Name Address Email Address Telephone FAX
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Components of the 2013 Second Quarter Operating Budget Variance Report

2013 SECOND QUARTER OPERATING VARIANCE SUMMARY BY DEPARTMENT / DIVISION

Departments/Divisions

Annual Gross
Budget

Annual Net
Budget

31)

Surplus /
(Deficit)

Year End
Surplus/
(Deficit)

% Var,
of Gross

Annual Gross

Budget

APPENDIX A

2013

Q2 (May 31

Annual Net
Budget

Projected
Surplus /
(Deficit)

YE %
Var. of

Representation
Mayor's Office 1 464,481 464 481 0 0 0.0% 438,179 438,179 0 0.0%
Council Administrative Services 2 798,453 798,453 0 10,423 1.3% 741,281 741,281 0 0.0%
Total Representation 1,262,934 1,262,934 0 10,423 | 0.8% 1,179,460 1,179,460 0 0.0%
Office of the Chief Administrative Officer
CAO's Office 3 1,577,999 1,577,999 113,000 222,610 | 14.1% 1,354,061 1,354,061 0 0.0%
Total Office of the Chief Admin. Officer 1,577,999 1,577,999 113,000 222,610 | 14.1% 1,354,061 1,354,061 0 0.0%
Office of the Chief Financial Officer
Finance 4,5 8,172,313 5,659,287 (15,000) 376,256 | 4.6% 9,049,487 6,529,604 88,000 | 1.0%
Information Technology 6 6,467,384 5,128,337 71,000 77,607 | 1.2% 6,669,110 5,322,836 65,000 [ 1.0%
Corporate Financial Accounts 7,8 184,614,476 | (278,523,323)| 1,342,000 | (2,497,114)| -1.4% 156,801,892 | (279,305,665) 1,288,000 | 0.8%
Total Office of the Chief Financial Officer 199,254,173 | (267,735,699)] 1,398,000 | (2,043,251)| -1.0% 172,520,489 | (267,453,225) 1,441,000 | 0.8%
Office of City Clerk .
Council Services 9 12,763,917 3,188,106 372,000 424,874 | 3.3% 13,632,010 3,443.477 (206,500)| -1.5%
Human Resources 10 3,942,138 3,565,918 0 129,391 | 3.3% 4,124,652 3,722,478 33,000 | 0.8%
Corporate Human Resource Accounts 11 37,306,800 1,778,012 (120,000) 233,384 | 0.6% 39,963,101 (5,735,375) 0 0.0%
Total Office of City Clerk 54,012,855 8,532,036 252,000 787,649 | 1.5% 57,719,763 1,430,580 (173,500)| -0.3%
Office of the City Solicitor
Legal 12,13 10,460,211 7.165,836 (300,000) (479,405) -4.6% 10,470,778 6,832,655 0 0.0%
Fire & Rescue Services 14 34,465,658 33,813,373 10,000 114938 | 0.3% 35,775,103 35,133,818 60,000 [ 0.2%
Building 15 5,874,107 2,041,106 85,000 199,506 | 3.4% 5,884,847 2,146,385 0 0.0%
Planning 16 3,206,862 2,464,788 (152,000) (259,315)| -8.1% 3,289,143 2,736,269 0 0.0%
Total Office of the City Solicitor 54,006,338 45,485,103 (357,000) (424,276)| -0.8% 55,419,871 46,849,127 60,000 | 0.1%
Office of the City Engineer
Engineering 17 10,662,829 7,902,104 (210,000) 6,654 0.1% 11,244,979 8,649,979 (389,000) -3.5%
Environmental 18 35,317,209 12,617,291 (100,000) 22,690 | 0.1% 35,177,037 12,621,610 140,000 | 0.4%
PW Operations 19,20 26,973,162 10,797,703 162,000 419513 { 1.6% 27,388,577 11,573,484 (77,000)| -0.3%
Parks & Facility Operations 21,22 26,191,801 17,425,825 (81,000) (34,284)] -0.1% 28,715,531 19,497 415 0 0.0%
Total Office of the City Engineer 99,145,001 48,742,923 (229,000) 414,573 | 0.4% 102,526,124 52,342,488 (326,000)| -0.3%
Community Development & Health
Comm. Development & Health Office 23 522,603 89.358 0 (8,870)] -1.7% 660,188 92,840 0 0.0%
Employment & Social Services 24 119,581,320 17,964,834 898,000 1,170,187 { 1.0% 117,309,462 15,961,498 937,000 | 0.8%
Housing & Children's Services 25 90,747,778 21,201,530 0 467,549 | 0.5% 89,197,605 21,150,846 247,000 | 0.3%
Huron Lodge 26 20,720,557 7,365,162 0 (121,759)( -0.6% 21,713,302 7,797,907 (258,000)| -1.2%
Recreation & Culture 27 17,550,521 8,782,731 (340,000) (160,597)| -0.9% 17,633,739 9,044,667 (150,000)| -0.9%
Total Community Development & Health 249,122,779 55,403,615 558,000 1,346,510 | 0.5% 246,514,296 54,047,758 776,000 | 0.3%
Total City Departments 658,382,579 | (106,731,089)] 1,735,000 314,238 [ 0.0% 637,234,064 | (110,249,751) 1,777,500 | 0.3%
Agencies, Boards & Commissions
Windsor Police Services 28 76,704,906 68,168,086 0 89,9711 0.1% 80,140,114 72,282,957 (470,000)| -0.6%
Transit Windsor 29,30 29,855,258 12,409,811 (562,000) (413,938) -1.4% 28,245,389 12,289 811 (186,000)| -0.7%
Windsor Public Library 32 7,939,359 7,939,359 0 0 0.0% 7,939,359 7,939,359 0 0.0%
Agency Grants 33 16,053,391 16,053,391 50,000 (133,209)| -0.8% 16,150,454 16,150,454 0 0.0%
Committees of Council 34 87,170 87,170 0 30,776 | 35.3% 87,170 87,170 0 0.0%
Total Agencies, Boards & Commissions 131,213,356 | 105,231,089 (251,000) (105,633) -0.1% 132,562,486 | 108,749,751 (656,000){ -0.5%
Total Corporation (excl. Handi Transit*) 789,595,935 (1,500,000)| 1,484,000 208,605 | 0.0% 769,796,550 (1,500,000) 1,121,500 | 0.1%
Budget Stabilization Contingency Acct. 1,500,000 1,500,000 1,500,000 1,500,000 | 100% 1,500,000 1,500,000 1,500,000 [ 100%
Net Operating Budget Surplus (excl. Handi Transit) 791,095,935 0 2,984,000 | $ 1,708,605 | 0.2% 771,296,550 0 2,621,500 | 0.3%

* Note: While the Handi Transit Variance is included on page 33 of Appendix A, the amount 1s not included 1 the City's overall variance, since Handi Transit uses a separate accounting syst
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