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CHAIR AND MEMBERS
FINANCE AND ADMINISTRATION COMMITTEE

MEETING ON SEPTEMBER 14.2011

2011 OPERATING BUDGET STATUS - SECOND QUARTER REPORT

1. That the 201 1 Operating Budget Status - 2nd Quarter Report for the General (Property Tax
Supported refer to Appendix A), Water and Wastewater Budgets BE RECEIVEÐ for
information, it being noted that Civic Administration is projecting:

a) A $3.8 million in savings for the General (Property Tax Supported) budget, noting
that the year end position could fluctuate significantly based on factors beyond the
control of Civic Administration such as Ontario Works caseload and winter
maintenance.

b) A $1.2 million deficit in the Water rate supported budget.

c) A break even position in the Wastewater rate supported budget is anticipated.

MARTIN HAYWARD

CITY TREASURER, GHIEF FINANCIAL OFF¡CER

RECOMMENDATION

2. That CivicAdministration BE AUTHORIZED to:

. contribute $3.8 million to the Facilities Reserve Fund to use as a potentialfunding
source to fund future facility/building initiatives such as Ontario Works in the
Community subject to the approval of a business case;

. contribute any year end savings realized in the operating budget for AODA to the
AODA Reserve which will be utilized in future years for corporate costs that will be
required for the implementation of the lntegrated Accessibility Standards; and

. contribute to the Unfunded Liability Reserve at2011 year end with operational
savings from unspent personnel and contingency budgets;

That Civic Administration BE AUTHORIZED to contribute to/draw down from the
Operating Budget Contingency Reserve to balance year end operations of the Property
Tax Supported Budget should the budget be in a surplus/deficit position;

That Civic Administration BE AUTHORIZED to contribute to/draw down from the Water
Capital Reserve Fund to balance year end operations of the Water Budget should the
budget be in a surplus/deficit position;

That Civic Administration BE AUTHORIZED to contribute to/draw down from the
Wastewater Rate Stabilization Reserve to balance year end operations of the Wastewater
Budget should the budget be in a surplus/deficit position;

That Civic Administration BE AUTHORIZED to draw down from the Operating Budget
Contingency Reserve $9,602 to fund Tourism London's 2010 operating deficit that was
identified through 2010 yearend financial statement finalization noting that the London &
Middlesex Housing Corporation had an increase in their 2010 year end surplus by $93,205
which, consistent with Council resolution was contributed to the Operating Budget
Contingency Reserve; and

That Civic Administration's contribution of $546,896 ($493,727 - property tax supported;
$36,514 - wastewater; and $16,655 - water) to the applicable Efficiency, Effectiveness,
and Economy Reserve (formerly Vacancy Management Reserve) BE RECEIVED for
information.

3.

4.

5.

6.

7.
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2010 Operating Budget Status - Fourth euarter Report
(April 13, 2011 meeting of Finance and Administration committee, Agenda ltem # 4)
http://council.london.calmeetinqs/FAC%20Aoendas/201 1-04-1 3%20Ãoenda/ltem%á04.odf

lntegrated Accessibility Standard Under the Accessibility For Ontarian with Disabilities
Act, 2005 (AODA)
(August 17,2011 meeting of Finance and Administration Committee, Agenda ltem # ô)
httD://council.london.calmeetings/FACTo2OAqendas/201 1-08-1 7%2OAoénda/ltem%206.pdf
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PREVIOUS REPORTS PERTINENT TO THIS MATTER

The 20'11 Operating Budget Status -second Q-uarter Report provides a review and analysis of the
general operating budget for the January 1't..to June 30ü, 2011 time period. Apþendix A
compares actual costs incurred as of June 30th, 2011 for the Property Tax Supported Budget.
The comparison of actual costs incurred by Service Grouping to the annual budget can aséist
administration and Council in projecting the year end surplusl(deficit) positions anO nigntight any
potential pressure points in future budgets.

Outlined in the table below is a comparison of net costs incurred as of June 30h, 2011 in
comparison to costs incurred as of June 30th, 2010 for the property tax supported budget.

BACKGROUND

As of June 30, 2011, Civic Administration is projecting a savings in the in the property tax
supported budget. Outlined below are some of the key items that are contributing to the projècted
vear end position.

2011

2010

Net Budget
($ millions)

. lncrease in ontario works funding model implemented in April 2011
resulting iqadditionalfunding to the City of London.

$462.7

a

n.

$456.4

Planned savings - anticipated net savings in social & Health services (g1.5
m), and Corporate, Council, & Support Services ($0.6m¡, Development
Approvals ($0.2) and Legal Services ($0.t¡ due to personnet gapping and
cost containment initiatives.

a

As at June 30
($ millions)

Anticipated surplus in supplementary taxes based on prior year experience
and billings to date.

a Higher than anticipated revenue in Long Term care Services, parking
services, Finance, Realty and DABU service fees is expected if trend
continues.

$220.0

o Ontario Works caseload savings based on lower than anticipated nuinber of
c€¡ses to date and case cost.

$204.7

o Net savings in social Housing costs resulting from mortgage renewal
interest savings and reconciliations or prior year subsidies partially offset by
higher costs experienced at the London & Middlesex Housing corporation.
lhese reduced cost¡; are partially offset by a reduction in county revenue.

% Spent

. Lower than anticipated Building Permit revenue anticipated based on trends
to date.

47.60/o

. Higher than anticipated winter maintenance costs experienced in the first
part of the year than anticipated.

44.9o/o

Projected Year End Position
. Reduction in draw required from Operatinq Budqet Continqencv Reserve

$ Millions
3.8

2.4

1.0

0.9

0.5

0.4

(0.5)

(1.3)

(3.4)

$3.8
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2nd Quarter Projected Year End Position by Service program

Outlined in the table below is a breakdown of the contributing factors provided by Service
Programs identifying projected savings and/or deficits.
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CULTURE

0.02 Cultural Services, including Museum London, is anticipating
in the Culture Office based on experience to date.

0.00 Heritage and the London Public Library are
position at year end.

ECONOMIC PROSPERITY
0.02 Economic Development

Convention Centre as
anticipated.

ENVIRONMENTAL SERVICES
(0.24) Higher than anticipated costs are being experienced in the Garbage,

Collection, and Disposal Service related to higher equipment costs due to
an increase in additional leachate and sludge expenses which have been
partially offset by higher tipping fees.

0.30 Recycling revenues are trending higher in the Recycling and Composting
Service as result of higher commodity process which has offset lower than
anticipated funding for household special waste.

0.00 Environmental Stewardship and the Conservation Authorities all have
reported an anticipated breakeven position for 2011.

SERVICE PROGRAM

Services anticipates a minor
2011 revenue to date is

PARKS, RECREATTON, & NETGHBOURHOOD SERVIGES
(0.15) Neighbourhood & Recreation Services is anticipating a deficit of $150,000

attributable to:
o A net loss of $368,000 in Golf is anticipated resulting from

the poor start to the 2011 season due to the wet and
inclement weather resulting in 10,000 rounds less than the
business plan target.

o Personnel savings due to gapping and other administrative
cost containment initiatives ($101,000), minor savings
anticipated in Childcare ($68,000) and Leisure &
Recreational Programs ($49,000) resulting from cost
containment measures implemented. Note however that
there is an increased demand being experienced for
recreation subsidies for Spectrum programs.

0.02 Parks & Urban Forestry anticipates $22,000 in net savings as a result of
savings in personnel due to gappinq.

anticipating

minor savings

a breakeven

savings at the London
trending higher than

$
millions

PLANNING & DEVELOPMENT SERVICES

0.02

(0.49) Building Control Services is anticipating a deficit of $494,000 resulting fròm
lower than anticipated building permit revenue. NOTE: if required a draw
from the Building Permit Reserve may be required to offset the anticipated
shortfall in revenue.

0.01 City Planning & Research anticipates rninor savings of $11,000 resulting
from personnel gapping which offsets higher than anticipated office rental
costs and lower than anticipated revenue from development applications.

0.22 Development Approvals anticipates savings of $220,000 resulting from
personnel gapping and user fee revenue is trending hiqher than anticipated.

0.02

0.06

PROTECTIVE SERVICES
(0.07) By-Law Enforcement Services is anticipating a deficit of $67,000 by year

end mainly due to revenue not materializing as a result of the residential
rental licensing by-law being under appeal ãnd revenue from untidy lots is
trending lower than originally anticipated.

0.00 Animal services, Emergency & security Management services, Fire
Services and London Police Services anticipate a breakeven position by
year end.

t0.13)

(0.26)

(0.07)
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SOCIAL & HEALTH SERVICES
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0.36 Housing Services anticipates $361,000 in net savings due to lower than
anticipated subsidy costs resulting from prior year's recoveries and
mortgage renewals at lower interest rates. These are partially offset by
higher costs at the London & Middlesex Housing Corporation for pest
control.

NOTE: London & Middlesex Housing Cor:poration (LMHC) had a
2010 surplus of $139 ,272 which was returned to the City of London.
LMHC does not expect their deficit, if any, to exceed this amount by
year end.

0.55 Long Term Care Services anticipates approximately $550,000 in additional
revenue related to an increase in funding from the Ministry of Health and
Long Term Care.

5.80 Social and Community Support Services anticipates $5.8 million in savings
by year end based on the following:

o $3.8 million in increased subsidy for Ontario Works due to
the new funding model implemented in April 2011.

o $1.5 million in personnel cost savings due to gapping and
other ad m inistrative cost containment savings.

o $0.5 million in Ontario Works caseload saviñgs attributable to
case cost and lower than anticipated amount of cases per
month than budgeted experienced to date.

SERVICE PROGRAM

TRANSPORTATION SERVICES
0.22 Parking Services anticipates a net $217,000 in additional revenues resulting

from meter fees, parking lot revenue, and court fines partially offset by
higher snow removal costs and maintenance.

0.00 London Transit anticipates a breakeven position despite unfavourable fuel
costs and insurance claims. These higher costs are anticipated to be offset
by favourable ridership revenue if trend experienced in the 1't half of 2011
continue and savings in personnel attributable to vacancy management.

(1.28) Roadway Services anticipates a net $1.3 million deficit due to winter
conditions experienced at the beginning of the year and higher than
anticipated energy costs due to higher distribution costs.

$
millions

CORPORATE, OPERATIONAL,

6.71

0.62 Corporate Services anticipates a savings of $622,000 attributable to
personnel savings due to gapping, savings in facilities (lower facility
maintenance costs and lower natural gas costs partially offset by higher
electricity costs), and legal service cost savings being experienced.

0.10 Corporate Planning and Administration Services anticipates $105,000 in
savings due to personnelgapping.

0.04 Council Services anticipates $45,000 in savings due to cost containment
and personnelgapping.

(2.37) Financial Management:
o Higher than anticipated supplementary tax revenue based on

prior year experience and billings to date, $1.0 million.
o Reduction in strategic draw from the Operating Budget

Contingency Reserve $3.37 million as draw is not anticipated
to be required to balance year end position.

0'10 Public ttoïnå"".li"Íå 
rror fees in taxation is trending higher than budget.

lf trends experienced in the 1"t of 2011 continue, additional
revenue of $100,000 may be realized.

& COUNCIL SERVICES

*Figures
TOTAL PROJEGTED YEAR END POSITION

(1.06)

to roundiñq

(1.50)

$ 3 79
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Housekeeping Budget Transfers

As authorized by resolution of Council at the time of the adoption of the 2011 budget, Civic
Administration will, throughout the year, approve transfers between accounts that are considered
'housekeeping' in nature.

"30. That the Civic Administration BE AUTHORIZED to accommodate 2011 budget
transfers that are considered "housekeeping" in nature, and that do not impact the
Corporate Net Operating Budget. (30/9/CW"

'Housekeeping' adjustments primarily include items that are budgeted centrally at the time of
adoption of estimates (budget) and during the year are distributed to various departments.

The following housekeeping budget adjustments were processed in 2011 up to the end of the
second quarter:

. Adjustments to reflect the recent corporate re-alignment, revised structure in Chief
Administrative Officer's Department, Community Services Department, Planning,
Environmental and Engineering Services Department and the Finance Department.

. Allocation of budget dollars from Corporate Revenues & Expenditures to the appropriate Civic
Departments and/or Boards and Commissions to allocate Position Management savings and
the net increase in fringe benefit costs related the 2011 OMERS rate increase net of budget
reduction in the 2011 group benefit plans.

. Transfer of Upper Thames River Conservation Authority 2011 budget for the funding of
London's share of the costs of the new UTRCA administration building.

. Allocation of computer and telephone budgets from various departments to the Technology
Services Division.

Emerging lssues

Several civic departments/boards and commissions have advised Civic Administration of program
service delivery pressures that will likely impact 2011 expenditures/revenues and 2012 budget.
These issues include:

. Personnel/Collective Agreements - Outstanding arbitrations with the corporation's unions
may have significant cost implications depending on the outcome of the grievance/arbitration
process. lt should also be noted that the following labour agreements expired on Deceñrber
31,2010; London PoliceAssociation, London Professional Fire Fighters'Association.

. Ontario Municipal Employees Retirement System (OMERS) - On September 8, 2010, the
OMERS Sponsors Corporation approved a three-year contribution rate increase beginning in
2011. Contribution rates for the employer and employee will increase on average as a
percentage of a member's earnings as follows; 1o/oin2011,1o/oin2012, and 0.9olo in 2013.
This announcement puts pressure on future property tax supported budgets, water rate
supported budgets, and wastewater & treatment rate supported budgets in 201 1, 2012, and
2013.

. PSAB (Public Sector Accounting Board) - PSAB 3150 requires changes in standards for
tangible capital asset accounting

o Ontario Works Gaseload - London's economic recovery is lagging other areas of the
province. The City of London jobless rate reached 9.1% in July, which was the highest of any
large urban centre in Canada. The Ministry of Community and Social Services is forecasting a
2.8% growth in London caseload in2012 over2011.

. Building Permit Revenue - Activity levels are lower than expected due to the economic
downturn. A review of Building Permit fees is being conducted and will be reported to Council
in late 2011.

Civic Administration is aware of these issues and is taking steps to mitigate and accomrnodate
these costs within the approved 2011 budget and/ or in the development of the 2012 budget.
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2OI1 WATER AND WASTEWATER & TREATMENT BUDGET

Water Budget

As of June 30, 2011, the Water rate supported budget anticipates a $1.2 million deficit by year
end. The continued decrease in water consumption is being experienced and once again this
trend negatively impacts consumption based revenues with net billing expecting decrease in
consumption of 1.2 million mt from 45.5 million m3 to 44.3 million mt by year end. lt should be
noted that the 2011 Water budget already included a consumption reduction of 0.8 mitlion m3
(46.3 million m3 to 45.5 million m3).

Offsetting the projected revenue loss are savings from the purchase of water, and planned
savings from personnel gapping and operating supply savings due to cost containment.
Consistent with past practice, Civic Administratíon will look at further cost containment measures
to balance the year end position, but may need to draw down from the Water Capital Reserve
Fund to offset the deficit which would require a re-evaluation of the Water Capital plan.

Agenda ltem # Page #
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Expenditures

Revenues

Wastewater and Treatment Budget

The Wastewater and Treatment budget anticipates a breakeven position at year end. A deficit is
projected from reduced sanitary sewer system revenues based on decreased sanitary sewer
billing volumes. Consistent with the Water Budget (as noted above), water consumption (used to
assess the sanitary portion of sewer charges) is expected to be lower than what the budgeted
revenues were based on.

Offsetting the anticipated shortfall in sanitary sewer revenues is higher than anticipated direct
operational revenues from High Strength Waste, Leachate Disposal revenue and Hauled Liquid
Waste charges. On the expenditure side, savings in operating supplies, utility costs and personnel
gapping are expected to offset the reduction in consumption based revenues.

Net

2011
Revised
Budget

Water Budget ($ ooo's)

57,499

Actualas at
June 30,

2011

(57,499)

27,507

Actual%
Spend/

Realized

(21,678)

5,829

2"" Quarter
Projected
Year End
Position

47.8o/o

37.7o/o

Expenditures

N/A

Projected
Year End
Savings/
(Deficit)

Revenues

56,955

Emerging lssues - Water and Wastewater

. Ongoing issues with billed flow volumes will impact the revenue derived from these volumes
(sanitary surcharge and water billings). The continued impacts of weather conditions,
conservation efforts by end users and the economic downturn could result in reduced
revenues over this year and possibly next year.

o lmpact of lead mitigation activities to comply with anticipated corrosion control regulations
(Ont. Re9.399107 amending 170103).

. Enhanced legislative requirements under the Safe Drinking Water Act and Clean Water Act.

. Final decisions in the electrical industry that will have impacts on the water meter reading and
billing services cunently contracted with London Hydro.

(55,739)

Net

Wastewater & Treatment Budget ($ 000's)

2011
Revised
Budget

1,216

544

(1,760)

71,364

Actualas at
June 30,

2011

(71,364)

(1,216)

24,244

Actual%
Spend/

Realized

(28,212)

(3,968)

2no Quarter
Projected
Year End
Position

34.0o/o

39.5o/o

N/A

Projected
Year End
Savings/
(Deficit)

71,006

71,722

358

(358)
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. lt is anticipated that there will be a greater focus on inflow and infiltration and resufting
bypasses and overflows for municipalities across Canada. This is likely to become a more
significant and costly issue in years to come as a result of Canadian Council of Ministers of
the Environment (CCME) guidelines.

. lmpact of full cost accounting under the Sustainable Water and Sewage Systems Act, PSAB
changes for tangible capital assets and Ontario Regulation 453107 financial plans.

o lf enacted, enhanced legislative requirements under the proposed Water Opportunities and
Water Conservation Act, 2O1O.

2OIO YEAR END UPDATES

2010 Year End Updates resulting from Year End Audits

After the tabling of the 2010 Operating Budget Status Report - Fourth Quarter Report to the
Finance and Administration Committee on April 13,2011, it was identified to Financial Planning &
Policy that the yearend positions of the London & Middlesex Housing Corporation and Tourism
London were amended. The London & Middlesex Housing Corporation reported a year end
surplus of $330,012 however thís was later increased by $93,205 to a 2010 year end surplus
position of $423,217 ($139,272 (2010) + $2eg,945 (200-9)). Consistent with bouncil resolution,
this additional $93,205 was contributed to the Operating Budget Contingency Reserve.

The Fourth Quarter Report identified Tourism London with a breakeven position at year end,
however it was identified that a $9,602 deficit was actually incurred based on audit. To offset this
deficit, Civic Administration is recommending that a draw down.from the Operating Budget
Contingency Reserve to offset Tourisms 2010 year end deficit be taken. lt should be noted that in
prior years when Tourism London had a surplus, this surplus was contributed to the yearend
position of the Property Tax Supported Budget (i.e. years 2004,2005, 2006, 2007,2009)

Unfunded Liabilities

The City of London's Unfunded Liability (employee benefits payable; solid waste landfill closure
and post closure liability) is $98 million ($96.3 million 2009) net of reserve balances. Over the
years, Council has authorized Civic Administration to allocate personnel savings and unspent
contingency budgets to the Unfunded Liabitity Reserve in order to reduce the growth in this
liability. ln 2010, CivicAdministration contributed $1.9 million.

Agenda ltem # Page #
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All positions that become vacant within the year (with some exceptions) are subject to 90 days of
savings (vacancy management). The 90 day savings from these positions are contributed to the
Efficiency, Effectiveness, and Economy Reserves to be used as a one-time funding source
supported by business case and recommended by the Senior Management Team to fund
strategic investments that promote efficiency, effectiveness, and economy. Any savings due to
vacancies longer than 90 days accrue to departments and are included in the planned savings
identified above. To date, planned savings (vacancy management) have been used to fund $2.6
million of capital works with emphasis on the City's portion of lnfrastructure Stimulus Projects
(lSF). The balance of this reserve at the time of this report was 93.2 million.

The Corporation realized $546,896 ($493,727 - property tax supported; $36,514 - wastewater;
and $16,655 - water) for the period of January 1,2011 to June 30th, 201 1 . During the same
period in 2010, the Corporation realized $81 1,713 ($704,021 - propert! tax supported; $89,917 -
wastewater; and 917,775 - water)

SUMMARY

Civic Administration anticipates a favourable $3.8 million year end position in the 2011 Property
Tax Supported budget if trends experienced to date continue. The major factors contributing to
this projected year position are additional revenues from Ontario Works, Long Term Care,
Supplementary Taxes, and Parking Services along with planned savings realized across the
corporation mainly attributable to personnel gapping. These savings have been partially offset by
projected deficits in winter maintenance, building permit revenue and a reduced strategic draw
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from the Operating Budget Contingency Reserve that may not be required to balance the year
end position. lt is recommended at this time, the $3.8 million anticipated year end savíngs be
contributed to the Facilities Reserve Fund to be used as a source to fund building/fäcility
initiatives that complement Council's Strategic priorities.

Consistent with prior year experience and adjustment made to budgets each year, Water and
Wastewater & Treatment budgets continue to experience shortfalls in revenue due to lower than
expected water consumption. The Water budget anticipates a net year end deficit of $1.2 million.
A breakeven position is expected in the Wastewater & Treatment budgets as the forecasted
deficit in consumption based revenue will be offset by other revenues and cost containment
measures such as personnel gapping.

Civic Administration will continue to monitor and review corporate financial projections and trends
forthe remainder of 2011.
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lan Gollins
Manager of Financial Planning & Policy

Recommended By:

\ ( tq*-s

Reviewed By:

Martin Hayward
Gity Treasurer, Ghief Financial Officer

Larry Palarchio
Director of Financial Planning & Policy
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5) Actud ep€rdilsres for tþe Cotporde ServÈes BtSie{ are Isw as ôf Juße 3frh prisnarily as a rest lt ot accrued tegd êçer¡ses.
6) Actrd erpendÈare ïor&e Financbl *fianagønerÉ &rdgd appeas lou as qf ..h-Fre 3ttrr since c4itd frørcing costs ar¡d cont¡bution {o resenres
ãd res€rìre ftsìús are r¡d incrFred ttr¡t¡t He Octoberl early NosrË€r.
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