City of Richmond Report to Committee

To: Finance Select Committee Date: September 10, 2003
From: Andrew Nazareth File: 0970-01

Director of Finance
Re: General Government Expenditures 1998 - 2002

Staff Recommendation

That the report dated September 10, 2003 on General Government expenditures from 1998 to
2002 be received for information.

Dot

Andrew Nazareth
Director of Finance

Attach.
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Staff Report
Origin

At the request of Councillor Rob Howard, the following report provides an explanation for
expenditure growth in the General Government classification over the past 5 years as contained
in our 2002 Annual Report.

Analysis

Attachment A. provides a breakdown of the General Government expenditures with year over
year percentage changes which serves to highlight the significant variances.

The year over year increases in 1999 are a direct result of the restructuring of accounts created by
the move from the Wang system to PeopleSoft accounting system. With this transition came a new
accounting organization structure with no prior year restatement making line by line comparisons
difficult. However, there was no bottom-line effect as in 1999 the taxes were kept flat with no
increase. The increase of $4.1 million in General Government expenses is attributed to
departments being transferred into this classification from elsewhere in the organization.

The following is a summary of subsequent key year over year increases:

2000 vs 1999 - $1.3 million increase

e there was redistribution of Administrative support between the CAO’s office and Council,
hence, any favourability in one area is offset by unfavourability in the other

e $0.7 million increase in Facility Management costs of which $0.3 million was due to BC
Gas increases and $0.4 million in labour and utility costs as a result of facility growth

e $0.5 million increase in IT maintenance contract

e  $0.4 million increase in fiscal costs for wage contingency settlements, community grants
and bank charges

e $<0.3>million net cumulative savings and reductions in all other areas

2001 vs 2000 - $4.5 million increase

e  $0.4 million increase in Facility management costs mainly due to sharp BC Gas rate hike

e $1.5 million increase in IT costs due to technical development increases, maintenance
increases and salary increases to market for staff retention

e $0.8 million increase in Human Resources due to the centralizing of training expenses.
Previously, they were distributed throughout the organization under each individual
department. Also, includes $0.2 million in Fire Rescue legislated training increases

e $1.0 million increase due to an increase in employee benefits resulting from contractual
obligations and government downloading. Also includes a significant provision of $0.6
million for Fire Rescue salaries retroactive settlements

e $0.8 million cumulative increase in all other areas mainly as a result of salary increases
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2002 vs 2001 - $0.3 million increase

e $0.2 million increase in IT maintenance costs

e $0.4 million increase in Finance related expenses largely attributed to rising property
insurance rates after 9/11

e  $<0.4 million> reduction in Fiscal expenditures due to prior year’s Fire Rescue retroactive
settlement provision

e $0.1 million net increases in all other areas as a result of salary increases and election year
related expenses

A number of these expenditures when categorized in this manner may appear to be high but are in
most cases offset by revenues that are shown on another statement (p.51 of the Annual Report). In
particular, investment income, business licence revenue and internal recoveries for employee
benefits.

Financial Impact
None.
Conclusion

That the above report regarding expenditure growth for the General Government classification be
received for information.

oot

Andrew Nazareth
Director of Finance
(4365)
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